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Mr.  Stokes.  The  committee  will  come  to  order.  Before  I  welcome 
the  Secretary,  let  me  say  what  a  pleasure  it  is  to  welcome  back  to 
our  subcommittee  one  of  our  most  important  members,  Mr.  Dean 
Gallo.  We  are  certainly  pleased  to  have  you  back.  You  are  a  valu- 
able Member  of  this  committee  and  we  have  missed  you. 

Mr.  GALLO.  Thank  you,  Mr.  Chairman. 

WELCOME  TO  SECRETARY  CISNEROS 

Mr.  Stokes.  Thank  you  very  much.  Mr.  Secretary,  it  is  a  pleas- 
ure to  welcome  you  back  before  our  subcommittee,  as  well  as  your 
associates.  You  have  had  a  busy  and  very  productive  year.  I  look 
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forward  to  our  hearings  during  the  next  couple  of  days.  We  have 
a  lot  of  material  to  cover  and  reprojecting  many  changes  in  terms 
of  your  budget  for  fiscal  year  1995.  So  at  this  time,  I  am  pleased 
to  recognize  you  and  you  may  proceed  in  any  way  you  would  like. 
We  will  put  your  entire  statement  in  the  record  at  this  point. 

Secretary  Cisneros.  Thank  you  very  much,  Mr.  Chairman,  and 
before  anything  else,  let  me  thank  you  for  helping  us  have  a  pro- 
ductive year.  You  have  been  a  chairman  who  has  been  active  with 
us  not  only  at  the  times  of  appropriations  hearings  and  budget 
oversight,  but  throughout  the  year.  And  I  have  been  very  pleased 
to  learn  firsthand  more  about  HUD's  work  in  the  field  in  Cleve- 
land. 

I  have  told  my  colleagues  one  of  the  most  uplifting  days  of  the 
entire  15  months  was  the  day  that  we  saw  that  program"  Miracle 
Village,  at  Goldthwait  Homes,  where  women,  who  for  the  sake  of 
their  children,  are  struggling  to  come  back  from  drug  addiction  in 
public  housing  and  the  challenges  that  they  talked  to  us  about, 
that  they  had  to  overcome  not  only  their  drug  addiction,  but  the 
continuing  pressures  and  the  stresses  on  their  lives.  But  what  a 
message  of  hope  and  inspiration,  and  that  was  just  one  thing  that 
you  have  taught  me  over  the  course  of  the  last  year. 

In  addition,  I  want  to  thank  you  for  your  courtesy  to  us  when 
we  have  rolled  out  our  goals  or  our  performance  agreements,  you 
were  kind  enough  to  come  to  the  Department  and  speak  to  the  as- 
sembled HUD  employees  group.  And  I  appreciate  that  very,  very 
much. 

To  the  other  Members  of  the  Committee,  it  is  good  to  see  you, 
Mr.  Thornton  and  Mr.  Gallo.  Best  wishes  in  your  own  recovery. 
And  we  are  appreciative  that  you  would  take  the  time  to  be  here 
today  and  hear  our  presentation.  Your  staff  has  been  readily  acces- 
sible and  available  over  the  course  of  the  year  to  answer  questions 
on  budget  issues  and  we  are  appreciative. 

INTRODUCTION  OF  HUD  STAFF 

Seated  with  me  here  at  the  witness  table  is  Terry  Duvernay,  the 
Deputy  Secretary  of  the  Department,  whom  you  all  know,  and  Mr. 
Herb  Persil,  who  is  the  Budget  Director  at  the  Department.  I  would 
like  your  permission  to  introduce  the  Assistant  Secretaries  who  are 
here,  really  the  whole  HUD  team  is  here.  This  is  a  rare  occasion 
when  we  are  all  together  outside  the  building.  We  meet  internally 
every  Monday  in  a  senior  staff  meeting  which  is  a  very  good  oppor- 
tunity for  us  to  exchange  information  and  coordinate  signals,  but 
rarely  do  we  ever  have  the  opportunity  to  be  all  present  for  an  en- 
tire span  of  time  outside  the  building.  And  so  I  am  pleased  to  intro- 
duce to  you  people  whom  you  may  not  have  met  because  at  this 
time  last  year  some  had  not  been  confirmed  and  officially  on  board. 

Seated  at  the  far  left  of  the  room  is  Dwight  Robinson,  who  is  the 
President  of  GNMA  and  he  is  doing  a  tremendous  job  introducing 
new  products  at  GNMA  and  he  has  brought  a  real  energy  to  the 
Department.  Seated  next  to  him  is  Mike  Stegman,  who  is  our  As- 
sistant Secretary  for  Policy  Development  and  Research.  He  brings 
tremendous  academic  credentials  from  the  University  of  North 
Carolina,  and  he  has  really  transformed  that  operation  into  a  part- 


ner  in  the  policy-making  process,  a  real  constructive  contributor  as 
opposed  to  just  a  research  organization  out  there  for  its  own  ends. 

Roberta  Achtenberg  you  have  met,  I  believe,  and  Roberta  has  re- 
defined for  the  Nation  the  concept  of  fair  housing,  over  the  year 
that  she  has  been  on  the  job,  and  rearticulated  some  national 
ideals  about  open  housing,  fair  housing,  fair  lending,  integration, 
and  other  important  themes  of  that  nature.  Andrew  Cuomo  has 
some  of  the  most  highly  visible  programs  of  the  Department  in  his 
jurisdiction,  the  homeless  initiative  on  which  we  will  be  assessed, 
the  empowerment  zones,  which  are  one  of  the  most  important  pres- 
idential initiatives,  and  then,  of  course,  the  Community  Develop- 
ment Block  Grant  Program  and  others. 

Joe  Shuldiner  is  seated  next  to  Andrew.  Joe  is  responsible  for 
public  housing  across  America  and  Indian  housing,  3,400  public 
housing  authorities,  and  really  has  a  very  heavy  responsibility  with 
some  of  the  most  distressed  public  housing  in  the  country. 

Next  to  Joe  is  Nic  Retsinas.  Nic  is  the  Assistant  Secretary  for 
Housing — FHA  Commissioner,  and  he  has  inherited  a  very  difficult 
assignment,  but  has  attempted  to  make  lemonade  out  of  lemons, 
and  focus  on  homeownership  and  affordable  housing  at  the  lower 
end  of  the  spectrum  and  put  FHA  back  into  business  in  these  im- 
portant areas. 

Seated  here  is  Bill  Gilmartin.  Bill  is  the  Assistant  Secretary  for 
Congressional  and  Intergovernmental  Relations — you  know  him. 
He  brings  a  good  reputation.  He  has  served  House  Members  in  the 
past  and  is  doing  a  great  job  for  us.  We  are  very  fortunate  to  have 
him.  Seated  next  to  Bill  is  Marilynn  Davis.  She  is  Assistant  Sec- 
retary for  Administration  and  she  brings  a  particular  skill  and  ex- 
perience and  education  in  administration  and  at  a  place  like 
HUD,  that  is  particularly  important. 

I  want  to  slip  down  the  line  to  Ed  DeSeve.  He  is  the  Chief  Finan- 
cial Officer.  And  again,  with  HUD's  backlog  of  financially  related 
deficiencies,  we  needed  to  get  someone  who  really  could  not  only 
resolve  issues  quickly,  but  have  the  personality  to  stay  on  it  and 
Ed  is  the  right  person  for  that  job.  And  then  you  have  met  perhaps 
Jean  Nolan,  the  Secretary  for  Public  Affairs.  I  hope  you  will  have 
noted,  she  has  helped  us  reposition  HUD  in  the  public  mind  as  an 
agency  that  is  trying,  as  an  agency  that  is  attempting  to  be  com- 
passionate, to  respond  at  the  community  level,  and  deliver  a  dif- 
ferent kind  of  message  of  results. 

Our  General  Counsel  is  not  here,  Nelson  Diaz.  He  is  traveling 
today,  but  Sara  Manzano  is  sitting  in  for  him,  and  Sara's  back  over 
here.  Aida  Alvarez  is  the  Director  of  the  Office  of  Federal  Housing 
Enterprise  Oversight,  and  I  might  say  that  this  is  a  classic  exam- 
ple of  where  Federal  action  to  simply  assure  oversight  of  Federal 
enterprises,  Fannie  Mae  and  Freddie  Mac  in  this  case,  without 
having  to  spend  Federal  money,  but  just  the  oversight,  the  setting 
of  goals,  has  resulted  in  some  very  dramatic  reorganizing  of  the 
Fannie  Mae  and  Freddie  Mac  mission  in  the  country,  which  is 
going  to  touch  millions  of  people's  lives,  even  tens  of  millions  of 
people's  lives.  And  it  is  a  classic  new  entrepreneurial  role  for  Gov- 
ernment to  play  this  role. 

Susan  Gaffney  is  the  Inspector  General  of  the  Department. 
Susan  is  seated  here.  She  has  expanded  her  role  beyond  the  tradi- 


tional  Inspector  General's  oversight  functions,  to,  as  you  know,  Op- 
eration Safe  Home,  to  focus  on  crime,  guns,  violence,  drugs  in  hous- 
ing-related situations,  in  public  housing  as  well  as  in  assisted  hous- 
ing. And  you  will  recall  that  we  designated  Goldthwait  Homes  as 
one  of  the  places  we  would  focus  on,  and  King  Kennedy,  as  well, 
I  believe,  in  Cleveland,  as  one  of  the  places  we  would  focus  some 
Operation  Safe  Home  resources. 

I  think  that  is  the  team  at  the  Assistant  Secretary  level.  There 
is  a  number  of  other  persons  present  who  are  at  other  levels  in  the 
Department,  but  that  is  the  Assistant  Secretary  group  that  I  want- 
ed to  introduce  to  you  this  morning. 

Mr.  Stokes.  Thank  you  for  introducing  your  associates.  You  cer- 
tainly have  assembled  a  very  impressive  array  of  talent. 

Secretary  ClSNEROS.  Thank  you,  Mr.  Chairman.  I  have  been  told 
that  the  Secretary  excluded,  this  is  the  best  team  that  has  ever 
been  assembled  at  HUD. 

Mr.  Stokes.  We  will  have  to  put  you  in  as  the  team  leader. 

Secretary  ClSNEROS.  Thank  you,  sir.  I  didn't  introduce  our  chart 
turner,  Chief  of  Staff  of  the  Department,  Bruce  Katz.  He  does  a  lot 
more  than  turn  charts  and  he  has  done  a  very  good  job  for  us. 

With  your  permission,  I  would  like  to  depart  from  the  prepared 
statement.  It  has  a  lot  of  text  in  it,  and  instead  focus  on  these 
charts,  if  I  may.  That  will  abbreviate  the  time  and  let  us  get  right 
to  your  questions  and  concerns. 

INCREASE  IN  BUDGET  AUTHORITY  AND  OUTLAYS 

I  would  like  to  begin  with  the  first  chart  that  proposes  an  in- 
crease over  our  fiscal  year  1994  budget  authority  of  a  billion  dol- 
lars, to  $26.1  billion,  and  an  increase  over  fiscal  year  1994  outlays 
of  $2  billion,  to  $29.5  billion. 

HUD  is  one  of  seven  cabinet  agencies  whose  budget  authority 
and  outlays  grew  in  1995,  despite  the  immediate  and  outyear  re- 
straints imposed  by  the  Omnibus  Budget  Reconciliation  Act  of 
1993.  Again,  HUD  is  one  of  only  seven  cabinet  departments,  and 
I  think  that  speaks  to  the  President's  priorities  and  strong  commit- 
ment to  community  investment  strategies.  So  that  gives  you  a 
sense  for  the  overall  direction. 

SK  MAJOR  GOALS  OF  HUD 

Now,  as  I  have  said  before  this  committee  on  several  occasions, 
Mr.  Chairman,  we  are  focusing  on  six  major  goals  and  I  hope  that 
they  have  been  the  result  of  enough  thought  that  they  are  not 
going  to  change  around  or  be  in  existence  for  only  a  short  while. 
These  will  be  our  guideposts  for  the  full  four-year  term.  That  is 
what  this  second  chart  represents,  our  priorities.  They  are  the  an- 
swer to  the  question  what  does  this  team  want  to  accomplish  in 
your  four  years  in  office?  And  our  answer  is  we  want  to  reduce 
homelessness  and  make  a  substantial,  visible,  measurable  dif- 
ference on  the  streets  of  America  in  terms  of  the  number  of  people 
who  are  homeless. 

We  want  to  turn  around  public  housing.  That  means  the  worst 
of  the  big  public  housing,  but  also  create  more  entrepreneurial  en- 
vironments for  all  public  housing.  Thirdly,  we  want  to  expand 
housing  production  so  that  housing  is  part  of  a  national  economic 


recovery.  Every  recovery  since  the  end  of  World  War  II  has  in- 
cluded the  housing  sector.  Any  sustained  recovery  requires  the 
housing  sector.  It  is  just  that  big  in  the  American  economy.  And 
the  decisions  of  individual  homeowners  to  buy  a  home,  buy  appli- 
ances, rent,  et  cetera,  are  that  important  in  the  national  economy. 

In  addition  to  housing  production  goals,  we  want  to  focus  on  af- 
fordable housing,  the  availability  of  affordable  housing  of  all  kinds, 
and  very  importantly,  a  homeownership  strategy.  And  you  will  be 
hearing  from  us  within  the  next  month  or  so  as  we  present  a  home- 
ownership  strategy  that  is  part  and  parcel  of  the  homeownership 
thrust  you  have  been  reading  about  lately  from  the  government- 
sponsored  enterprises  and  so  forth.  It  integrates  with  other  home- 
ownership  strategies  throughout  the  United  States,  government 
and  society,  and  fits  the  FHA  piece  in  the  puzzle. 

Fourthly,  we  want  to  ensure  fair  housing  for  all  Americans.  That 
means  we  are  affirming  the  importance  of  fair  housing,  and  it 
means  committing  ourselves  to  ending  those  forms  of  discrimina- 
tion which  unfortunately  still  exist  in  housing  transactions,  bank 
lending,  mortgage  lending,  insurance  redlining,  and  other  policies. 

Fifth,  we  want  to  help  communities  empower  themselves.  That 
means  better  use  of  existing  programs  such  as  the  CDBG  program 
and  the  HOME  program,  but  it  also  means  the  use  of 
empowerment  zones.  It  means  targetting  programs  where  we  can 
use  the  lessons  of  the  past  to  build  on  community  groups,  on  eco- 
nomic strategies  for  neighborhoods,  and  regional  economic  strate- 
gies as  well. 

And  finally,  the  sixth  goal,  recognizes  that  we  cannot  do  these 
things,  these  substantive  things,  without  bringing  new  qualities  to 
the  management  of  the  Department.  And  that  means  training, 
computer  systems,  adequacy  of  personnel,  reorganization,  and  all  of 
those  things  associated  with  management. 

Now,  what  I  think  I  would  like  do  is  to  spend  just  a  couple  of 
minutes  on  each  of  these  themes  by  giving  you  some  sense  of  what 
the  budget  says  about  our  priorities.  Homelessness,  as  I  said,  is  our 
first  priority  because  there  is  no  group  of  Americans  suffering  more 
than  those  who  are  sleeping  in  the  streets  and  that  approaches  a 
million  people  on  any  given  night  in  our  country. 

COMMITMENT  TO  ASSISTING  THE  HOMELESS 

We  are  proposing  an  increase  that  in  effect  doubles  our  commit- 
ment to  homeless  assistance.  It  is  the  largest  amount  ever  proposed 
for  the  Federal  homeless  program,  and  I  dare  say  there  are  not 
many  areas  of  the  government  this  size  that  have  seen  a  doubling 
of  the  funding,  from  $823  million  to  $1.6  billion.  This  is  a  virtual 
doubling  of  our  homeless  funds.  This  is  so  because  we  are  propos- 
ing $1.12  billion  for  our  reorganized  McKinney  Act  programs. 

Bruce,  you  might  want  to  point  to  that  $1.12  billion  increase  as 
well  as  a  first  time  allocation  of  Section  8  rental  assistance  for 
homeless  persons.  I  am  told  that  Section  8  rental  assistance  is  the 
best  way  to  get  mothers  with  children  out  of  homelessness,  and 
into  permanent  housing.  And  that  is  the  fastest  growing  segment 
of  the  homeless  population  in  the  country  today — mothers  with 
children — who  will  be  stuck  in  shelters.  They  may  not  be  on  the 
streets,  under  bridges,  or  in  cars,  but  they  are  in  the  shelters,  and 


it  is  an  inappropriate  place  for  children.  There  is  a  lack  of  privacy, 
lack  of  facilities,  lack  of  other  support,  and  we  need  to  try  to  move 
people,  with  support,  to  independent  living. 

FEMA  TRANSFER 

Finally,  there  is  a  FEMA  transfer  of  some  $130  million,  which 
adds  up  to  the  amount  of  $1,764  billion.  The  number  of  certificates, 
by  the  way,  that  that  figure  of  $504 — $513  million  buys,  is  15,000. 
I  am  told  that  it  is  the  largest  amount  ever,  but  it  would  be  a  sub- 
stantial dent  in  the  problem  of  homeless  families  as  they  are  iden- 
tified today. 

TURNING  AROUND  PUBLIC  HOUSING 

The  second  priority  is  turning  around  public  housing.  Now,  we 
have  not  been  as  successful  here  as  we  might  have  wanted  to  be 
in  the  budget  deliberations,  and  so  we  have  considerable  work  to 
do  in  terms  of  thinking  about  how  we  do  things  differently  because 
the  budget  and  deficit  reduction  realities  put  us  in  a  squeeze.  You 
see  that  we  are  asking  for  the  same  amount  in  severely  distressed 
public  housing.  That  is  the  HOPE  VI  program. 

The  Congress  gave  us  more  last  year.  That  is  why  it  looks  like 
less,  but  our  request  is  the  same.  The  modernization  fund  is  sub- 
stantially less  than  we  were  granted  last  year.  It  is  the  third  larg- 
est amount  we  have  asked  for;  before  1993,  the  figure  was  always 
below  that.  But  the  general  sense  in  our  discussions  with  OMB  was 
that  there  is  sufficient  funds  in  the  pipeline  that  we  should  not  be 
able  to  feel  the  difference  in  the  modernization  effort. 

More  importantly,  we  are  attempting  also  to  change  the  mod- 
ernization program  in  such  a  way  that  we  can  make  it  more  effec- 
tive. In  any  event,  that  is  a  shortfall  that  I  am  not  proud  of,  but 
the  budget  realities  push  us  to  make  some  of  these  priority  choices 
and  it  is  difficult. 

You  do  see  there  the  next  program  is  COMPAC.  We  are  request- 
ing the  same  level  of  funding  that  we  have  asked  for  last  year,  and 
the  Jobs  for  Residents  program,  which  is  substantially  increased. 
Operating  subsidies  is  another  of  those  areas  where  we  do  have  a 
shortfall.  We  have  serious  work  to  do  in  rethinking  how  we  work 
in  public  housing  and  we  have  some  thoughts  that  I  want  to  share 
with  you  as  the  day  goes  along  on  that. 

USE  OF  MODERNIZATION  FUNDING  FOR  REPLACEMENT  HOUSING 

One  of  the  things  that  our  authorizing  legislation  asks  for  is  per- 
mission to  use  the  modernization  program  for  replacement.  Right 
now  we  are  putting  a  lot  of  modernization  money  into  units  that 
really  need  to  be  replaced,  but  there  isn't  money  for  replacement — 
for  new  development.  So  what  we  hope  to  do  is  to  be  able  to  make 
that  change  in  the  public  housing  law  so  that  we  can  use  mod- 
ernization funds  for  replacement — build  some  new  housing — and 
not  have  to  put  good  money  into  replacement  of  units — moderniza- 
tion of  units — that  really  fundamentally  need  to  be  replaced.  We 
will  work  with  the  authorizers  and  with  you  on  that. 


CHANGE  IN  USE  OF  MODERNIZATION  FUNDING 

Additionally,  we  are  seeking  ways,  and  this  would  be  one  of  the 
most  profound  changes  in  public  housing  in  25  years  or  so,  to  take 
the  stream  of  revenues  from  that  modernization  money,  which 
comes  into  the  housing  authorities  every  year.  For  example,  in  Chi- 
cago it  comes  to  about  $150  million  a  year.  HUD  would  allow  them 
to  use  a  portion  of  that  money  to  be  capitalized  so  that  they  could 
end  up  with  a  huge  sum  of  money  at  the  front  end. 

In  other  words,  float  a  bond  or  borrow  or  by  some  other  mecha- 
nism, take  a  stream  of  revenues  and  use  the  revenue  to  repay  a 
large  sum  of  money  at  the  front  end,  which  they  could  then  use  for 
immediate  replacement. 

We  think  that  Chicago,  for  example,  could  easily  assemble  a  fund 
of  in  excess  of  half  a  billion  dollars,  $500  million,  or  $750  million, 
that  could  replace  much  of  the  high-rise  housing  that  is  so  fun- 
damentally flawed  and  so  dangerous  in  Chicago  today.  And  that 
would  be  the  real  solution  to  the  problems  that  we  confront.  It  is 
not  sweeps  and  it  is  not  security  actions,  but  replacement  that  is 
necessary,  and  giving  people  opportunity  throughout  the  city. 

EXPANDED  HOUSING  PRODUCTION 

The  third  priority  area  is  expanded  housing  production.  You  see 
there  our  goal  is  to  increase  opportunities  for  homeownership  and 
expand  the  availability  of  affordable  rental  housing.  FHA  had  a 
very  good  year  last  year,  second  best  in  their  60-year  history.  More 
than  a  million  mortgages  insured,  and  400,000  for  first-time  home- 
buyers. 

We  are  calling  for  commitment  levels  of  $84.5  billion  for  FHA's 
insurance  authority  for  single  family  mortgage  loans,  a  substantial 
increase  over  the  current  ceiling  of  $64  billion.  We  are  requesting 
a  commitment  ceiling  for  GNMA  of  $130  billion.  Their  mortgage- 
backed  securities  attract  additional  investment  capital  for  afford- 
able housing. 

NATIONAL  HOMEOWNERSHIP  TRUST 

For  the  first  time,  we  are  requesting  $100  million  for  a  national 
homeownership  trust.  You  have  spoken  about  this  over  the  years, 
Mr.  Chairman,  to  provide  low-  and  moderate-income,  first-time 
homebuyers  with  badly  needed  downpayment  funds  and  closing 
costs  to  meet  the  initial  cost  of  homeownership.  This  is  an  example 
of  where  we  are  putting  our  money  behind  our  good  intentions  on 
homeownership . 

The  budget  proposes  to  quadruple  from  $12  million  to  $50  million 
funding  for  HUD's  counseling  programs  to  help  low-  and  moderate- 
income  families  make  the  transition  to  homeownership.  Every  ex- 
pert in  the  business  tells  me  that  counseling  is  the  key  thing  we 
could  do  if  we  really  wanted  to  make  a  dramatic  improvement  in 
the  homeownership  prospects  of  low-income  persons. 

PENSION  FUND  INITIATD7E 

Last  year,  Congress  funded  the  community  investment  pension 
fund  initiative.  You  played  a  major  role  in  making  that  possible. 
We  worked  with  you  all  through  the  session  last  year  to  provide 
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capital  for  pension  money — new  forms  of  capital — for  multifamily 
housing.  That  was  the  initiative  where  if  we  had  put  up  a  $100 
million  the  unions  would  put  up  $600  million  worth  of  pension 
funds,  $500  million  of  additional  leverage  for  $1.2  billion.  That  is 
working. 

We  have  over  400  applicants  for  that  program  to  tie  into  that 
pension  money.  It  is  going  very  well.  So  well,  that  we  think  we  can 
expand  the  amount  of  capital  available  for  housing  if  we  had  $500 
million  to  work  with  in  the  new  year.  This  is  one  of  those  entre- 
preneurial government  programs  that  is  actually  working. 

HOME  PROGRAM 

We  are  requesting  a  $1  billion  for  the  Home  Investment  Partner- 
ship Program.  That  is  a  slight  reduction  off  of  last  year's  levels, 
but,  again,  with  funds  in  the  pipeline,  spend  out  rates  and  so  forth, 
we  think  it  is  a  reasonable  level. 

We  are  also  proposing  establishing  a  loan  guarantee  program  for 
HOME,  similar  to  the  Section  108  authority  in  the  Community  De- 
velopment Block  Grant  Program.  The  ability  to  use  home  loan 
guarantees  could  be  essential  to  participating  jurisdictions  pursu- 
ing neighborhood  strategies,  rehabilitating  large  numbers  of  units 
as  a  single  undertaking  within  a  short  period  of  time.  So  that  gives 
you  a  sense  for  the  third  priority  then,  which  is  affordable  housing 
and  homeownership. 

FAIR  HOUSING 

Our  fourth  priority  is  to  ensure  fair  housing.  I  have  described 
some  of  the  good  work  that  Assistant  Secretary  Achtenberg  has 
done  in  sending  out  a  general  message.  There  have  also  been  some 
individual  successes  such  as  what  we  saw  in  Vidor,  Texas. 

We  proposed  $149  million  for  a  new  program  called  Choice  in 
Residency  Counseling  Grants,  to  help  people  living  in  areas  with 
high  concentrations  of  poverty  or  racial  isolation  gain  a  real  oppor- 
tunity to  move  to  other  neighborhoods.  We  are  also  asking  for  $33 
million  to  expand  support  for  fair  housing  initiatives  and  fair  hous- 
ing assistance  programs,  a  combined  increase  of  $8  million  in  budg- 
et authority.  These  are  very,  very  important.  These  are  the  means 
by  which  people  can  use  the  Section  8  program  to  move  to  new  op- 
portunities. It  works. 

We  are  also  requesting  $2  million  to  expand  enforcement  into 
areas  of  mortgage  lending  and  property  insurance  redlining  by  cre- 
ating special  units  for  that  purpose.  And  as  you  can  see,  at  the  bot- 
tom line,  we  are  seeking  $557  million  for  housing  programs  de- 
signed to  help  people  with  disabilities.  This  very  important  new 
set-aside  of  5,000  rental  certificates  is  for  persons  with  disabilities 
to  achieve  independent  living  and  greater  self-sufficiency. 

You  may  recognize  this  as  the  problem  created,  some  of  you  have 
talked  to  me  about  it,  of  persons  with  disabilities  mixed  into  set- 
tings with  the  elderly,  creating  nearly  impossible  circumstances  for 
the  frail  elderly,  and  this  is  an  attempt  to  try  to  create  housing  op- 
tions for  the  disabled,  using  certificates  so  that  they  have  choices 
beyond  being  put  into  housing  for  the  elderly. 


EMPOWERING  COMMUNITIES 

Finally,  with  respect  to  these  programmatic  priorities,  is  the 
empowerment  of  communities.  Our  strong  commitment  to  the  Com- 
munity Development  Block  Grant  Program  is  reflected  in  maintain- 
ing the  substantial  $4.4  billion  level  appropriated  for  fiscal  year 
1994.  We  also  propose  three  initiatives  that  will  fill  the  gap  in  the 
arsenal  of  tools  that  communities  need.  One  is  called  LIFT,  which 
came  to  me  from  Mayor  White  in  Cleveland. 

Essentially,  what  it  is,  Mr.  Chairman,  is  an  attempt  to  focus  on 
economic  opportunities  in  cities.  This  is  not  the  old  UDAG  program 
for  building  downtown  hotels  and  shopping  malls,  but  Mayor  White 
has  a  clear  sense  that  he  cannot  redevelop  the  side  streets  with 
housing  while  the  arterial  streets  are  declining.  We  need  to  have 
some  economic  funds  that  do  not  compete  with  community  funds  as 
CDBG  money  would,  that  do  not  compete  in  the  community,  but 
are  available  on  a  competitive  basis  so  the  communities  can  invest 
in  retailing,  strip  centers,  and  economic  life  in  neighborhood  dis- 
tricts, which  have  no  other  source  of  assistance  minus  this  pro- 
gram. So  it  is  a  gap-filling  enterprise. 

Another  is  a  program  we  call  Empowerment  zones,  which  is  obvi- 
ously necessary  if  we  are  going  to  be  a  force  in  the  empowerment 
zone  effort.  Then  we  have  an  initiative  we  are  calling  the  Commu- 
nity Viability  Fund,  which  is  designed  to  work  with  community 
groups  at  the  grassroots  level.  We  find  that  where  we  have  commu- 
nity-based organizations  truly  active,  as  in  Baltimore  or  others 
around  the  country,  that  we  have  a  much  better  chance  of  revitaliz- 
ing communities,  against  where  there  is  neighborhood  apathy.  And 
it  is  important  to  be  involved  at  the  grassroots  level. 

The  Economic  Revitalization  initiative  you  see  there  is  better  use 
of  the  section  108  program,  and  the  Colonias  initiative  is  $100  mil- 
lion to  deal  with  some  of  the  very  poorest  circumstances  in  Amer- 
ica, a  group  of  Americans  who  live  without  running  water,  with 
toxic  materials  running  through  drainage  ditches  adjacent  to  farm 
worker  camps,  and  we  would  hope  that  this  would  be  available  not 
only  for  these  colonias  along  the  border,  but  for  farm  workers  in 
circumstances,  similar  circumstances  around  the  country.  That 
gives  you  a  feel,  then,  for  what  our  community  initiatives  are 
about. 

EXCELLENCE  IN  MANAGEMENT 

Finally,  a  priority  is  to  bring  excellence  to  management,  and 
there  you  see  our  staffing  request,  our  training  request  which  is 
very  important. 

HUD  TRAINING  ACADEMY 

Assistant  Secretary  Marilynn  Davis  has  organized  a  HUD  Acad- 
emy, which  trains  employees  for  career  opportunities,  trains  man- 
agement, makes  college  courses  available,  investments  in  people's 
skills,  and  we  hope  in  1994  and  1995  to  extend  that  to  our  allies 
and  intermediaries,  meaning  Public  Housing  Authorities,  commu- 
nity development  professionals,  assisted  housing  managers,  and 
others,  possibly  going  as  far  as  certification  of  people  to  be  finance 
officers  for  housing  authorities. 
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We  have  a  real  capacity  building  job  to  do  if  we  are  going  to 
make  these  programs  work  beyond  the  HUD  employee  base,  and 
work  throughout  the  country.  And  so  a  real  emphasis  on  training 
is  important.  And  as  I  mentioned  earlier  in  the  systems  develop- 
ment area,  one  of  the  first  reports  I  got  when  I  came  to  the  job  de- 
scribed the  management  deficiencies  in  the  Department.  Many  of 
those  were  in  systems  areas  and  that  reflects  the  need  to  build  a 
systems  base. 

SAVINGS  FROM  PROGRAM  REFORMS 

This  chart  describes  where  some  of  the  savings  came  from  that 
allow  us  to  do  these  new  things  as  well  as  to  build  on  our  core  pro- 
grams. And  it  required  some  efforts  at  saving  funds.  I  won't  go 
through  this  at  length,  though  I  will  be  happy  to  answer  questions 
about  it.  For  example,  using  tax  records  to  verify  tenant  incomes, 
we  believe  yields  a  certain  amount  of  money.  Using  survey  meth- 
odology to  establish  the  Section  8  fair  market  rents  in  a  more  sci- 
entific manner  yields  a  sum  of  money,  and  so  forth  throughout  the 
list. 

FUNDING  REDUCTIONS 

We  were  under  pressure,  looking  at  every  possible  place  we  could 
save  money  and  shave  money  off  of  existing  programs. 

There  are  other  program  reductions,  and  these  are  the  areas 
where  the  pain  is  the  most  intense.  The  preservation  program,  pub- 
lic housing  development,  elderly  housing,  lead-based  paint  and 
some  congregate  services  all  have  shortfalls.  As  I  say,  I  am  not 
proud  of  those  cuts,  but  it  was  a  very  tough  job  to  recognize  that 
we  want  to  create  a  Budget.  Bruce,  you  might  want  to  put  the  pri- 
orities chart  back  up  and  we  will  use  that  as  the  basis  for  future 
discussion  as  I  wind  down  here. 

But  the  task,  the  challenge  that  confronted  us,  Mr.  Chairman,  is 
whether  we  were  going  to  run  the  core  programs,  formula  pro- 
grams, and  nothing  more,  which  a  computer  could  do,  no  innova- 
tion, no  response  to  the  communities  out  across  the  country  who 
need  slightly  different  variations  on  some  of  the  things  we  are 
doing,  or  whether  we  were  going  to  offer  you  a  budget  that  was 
truly  a  departure  and  which  when  matched  up  against  our  author- 
izing legislation  requests,  create  some  fundamentally  new  oper- 
ations for  the  Department. 

We  want  to  change  the  rules  of  public  housing  by  changing  the 
rent  rules,  by  making  it  possible  to  capitalize  future  modernization 
monies  and  do  massive  replacement  now,  that  combine  the  McKin- 
ney  programs  so  that  we  get  more  effectiveness  out  of  our  homeless 
initiatives,  that  focus  on  homeownership  by  creating  the  new  hous- 
ing trust,  by  relating  to  the  States  through  risk-sharing  relation- 
ships that  allow  massive  production  of  multifamily  affordable  hous- 
ing, that  really  put  moral  strength  behind  our  fair  housing  initia- 
tives, and  practical  strength  as  well  by  linking  counseling  and  mo- 
bility teams  and  those  kinds  of  efforts.  So  this  has  to  be  viewed  as 
one  part  of  a  strategy,  the  other  part  being  the  authorizing  legisla- 
tion. And  the  net  effect  is,  we  believe,  you  will  see  not  only  a  revi- 
talized, but  an  effective  HUD,  touching  people's  lives  across  the 
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country  and  trying  to  turn  communities  around  that  are  in  difficult 
straits. 

EVALUATION  OF  PROBLEMS  ACROSS  THE  COUNTRY 

Let  me  just  close  with  one  final  sentence  and  that  is  when  I 
came  to  the  job  15  months  ago,  I  came  because  it  was  my  sense 
that  our  country  is  in  trouble.  Communities  are  in  trouble.  People 
are  hurting  across  the  country.  After  15  months  on  the  job,  I  be- 
lieve the  problems  are  actually  worse  than  I  thought. 

What  I  have  seen  in  Chicago  of  late  is  worse  than  any  American 
ought  to  live  in.  And  the  intractability  of  the  homeless  problem  is 
frustrating  and  there  is  difficulty  making  the  bureaucracy  respond 
to  the  needs  of  people  who  are  on  the  streets.  We  have  proposals 
for  both  money  and  laws  which  would  allow  us  to  have  a  better 
chance  to  affect  some  of  these  dire  circumstances. 

We  appreciate  your  cooperation  over  the  course  of  the  last  year. 
You  have  been  tremendous;  passing  four  budget  amendments  last 
year.  That  ordinarily  doesn't  happen  in  the  course  of  a  first-year 
administration.  You  and  the  Members  of  this  Committee  allowed 
that  to  occur. 

As  a  result,  we  got  homeless  money  on  the  streets  that  we  other- 
wise wouldn't  have  had.  We  have  the  pension  program  going  for- 
ward that  we  wouldn't  have  otherwise,  and  other  initiatives.  We  so- 
licit your  equal  commitment  to  our  1995  budget.  Thank  you,  sir. 

[The  statement  of  Secretary  Cisneros  follows:] 
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STATEMENT  OF  NICOLAS  P.  RETSINAS 

ASSISTANT  SECRETARY  FOR  HOUSING-FEDERAL  HOUSING  COMMISSIONER 

BEFORE  THE  SUBCOMMITTEE  ON  VA,  HUD  AND  INDEPENDENT  AGENCIES 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

Thank  you  for  having  me  here  today  to  once  again  discuss  the 
Office  of  Housing/Federal  Housing  Administration  and  HUD's 
proposed  fiscal  year  1995  budget.   This  is  the  first  time  I  am 
presenting  the  Housing/FHA  budget  request,  yet  I  bring  with  me 
familiar  problems  and,  I  hope,  some  new  solutions.   The  issues 
facing  FHA  and  housing  are  difficult  and  in  many  instances  seem 
to  be  intractable.   If  they  were  simple,  of  course,  they  would 
have  been  solved  long  ago  and  housing  af fordability  would  no 
longer  be  a  public  policy  issue. 

We  have  been  working  on  several  fronts  this  past  year  and  I 
would  like  to  take  a  moment  to  discuss  where  we  have  been  and 
where  I  see  the  department  and  FHA  going  in  the  future.   We  have 
worked  very  hard  to  analyze  our  major  problems,  to  assess  our 
resource  needs,  and  to  come  up  with  ideas  to  make  our  problems 
smaller,  our  resources  greater,  and  our  way  of  doing  business 
better. 

Currently,  we  are  in  the  process  of  reorganizing  our  field 
structure.   We  are  developing  a  plan,  to  be  implemented  within  6 
to  12  months  which  will  organize  the  field  operation  along  our 
two  major  lines- of  business--multifamily  and  single  family, 
streamline  the  reporting  structure  between  the  field  and 
headquarters,  and  consolidate  high  volume  activities  into 
processing  centers. 

FEDERAL  HOUSING  ADMINISTRATION 

For  FHA's  principal  single  family  mortgage  insurance 
program,  HUD  is  requesting  a  credit  limitation  of  $85  billion  to 
support  applications  for  1,218,273  units.   The  high  rate  of 
mortgage  refinancing  continued  into  1994  and  is  expected  to 
resume  in  fiscal  year  1995  if  mortgage  interest  rates  remain  at 
the  current  level  or  decline. 

This  administration  has  set  as  one  of  its  chief  priorities 
the  expansion  of  homeownership  opportunities.   We  are  exploring 
new  ways  to  permit  potential  homeowners,  particularly  low  and 
moderate  income  homeowners,  to  buy  their  own  homes.   For  the  MMI 
fund,  we  are  requesting  a  direct  loan  limitation  of  $180  million 
dollars  for  5  year  purchase  money  mortgages  to  be  provided  to 
local  governments  and  non  profits  to  acquire  HUD  owned  single 
family  properties  for  resale  to  low  income  purchasers. 
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The  health  of  the  Mutual  Mortgage  Insurance  fund  has 
permitted  us  to  take  the  extraordinary  step  of  lowering  the 
upfront  premium  to  2.25  percent  6  months  in  advance  of  the 
statutory  deadline.   To  continue  the  health  of  the  MMI  fund  and 
to  expand  business  opportunities,  we  are  also  requesting  that  the 
mortgage  ceiling  be  raised.   This  will  help  more  people, 
especially  in  high  cost  urban  areas,  receive  the  benefits  of  FHA 
mortgage  insurance. 

For  the  GI  and  SRI  Funds,  the  budget  requests  an  insurance 
commitment  limitation  of  $19.7  billion  to  support  approximately 
466,517  units.   As  part  of  this,  we  are  requesting  a  credit 
subsidy  of  $152  million.   The  credit  subsidy  request  reflects  an 
increase  in  the  annual  insurance  premiums  charged  for  certain 
risk  categories  of  multifamily  insurance. 

We  are  also  requesting  a  credit  limitation  for  the  GI/SRI 
funds  of  $220  million  in  direct  loans  for  a  new  initiative  to 
facilitate  the  purchase  of  HUD  owned  multifamily  housing  by  non 
profits.   Of  the  total  amount,  $200  million  would  be  for  bridge 
multifamily  loans  and  $20  million  would  be  for  single  family 
purchase  money  mortgages. 

We  remain  concerned  about  our  inventory  of  multifamily 
projects  which  are  in  default  or  HUD  owned.   The  recently  enacted 
Multifamily  Property  Disposition  Act  of  1994  gives  HUD  the  tools 
it  needs  to  preserve  affordable  units  and  protect  tenants  while 
minimizing  costs. 

Building  new  partnerships  is  key  to  our  ability  to  produce 
new  affordable  units,  preserve  what  we  have  and  improve  our 
overall  management  performance.   We  recently  announced  that  HUD 
will  be  entering  into  risk  sharing  arrangements  with  33  state  and 
local  housing  finance  agencies  for  the  financing  of  up  to  30,000 
affordable  rental  units.   Under  this  arrangement,  these  finance 
agencies  will  be  responsible  for  originating,  underwriting,  and 
closing  loans  and  then  servicing  and  disposing  of  properties  in 
the  event  of  default.   We  also  announced  a  new  national 
partnership  with  the  Massachusetts  Housing  Finance  Agency  to 
manage,  renovate,  and  sell  nearly  2,000  units  of  HUD  owned  rental 
housing  in  Boston.   The  Massachusetts  agency  is  the  first  of  many 
potential  partnerships  with  state  housing  finance  agencies  to 
assist  HUD  in  managing  its  distressed  assets. 

Another  important  component  of  our  asset  management  strategy 
is  the  sale  of  multifamily  assigned  multifamily  notes  for  which 
we  are  requesting  a  credit  subsidy  of  $14.4  million.   We  believe 
that  the  sooner  we  can  return  these  mortgages  to  the  private 
market,  the  more  we  will  be  able  to  limit  the  negative  impact  on 
the  General  Insurance  fund. 
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This  budget  also  includes  a  plan  to  reduce  HUD's  multifamily 
property  disposition  costs  by  reducing  the  length  of  time  HUD 
holds  properties  in  inventory.   In  addition  to  the  new  law  which 
will  make  projects  easier  to.  return  to  the  private  sector,  we  are 
proposing  to  increase  the  amount  of  Section  8  rental  assistance 
available  for  property  disposition.   We  are  requesting  temporary 
authorizing  legislation  to  make  this  rental  assistance  a 
mandatory  cost.   This  cost  will  be  offset  by  a  reduction  in  other 
FHA  mandatory  charges  incurred  if  the  properties  had  remained  in 
the  inventory. 

NATIONAL  HOMEOWNERSHIP  TRUST 

We  are  requesting  $100  million  to  capitalize  a  National 
Homeownership  Demonstration.   This  demonstration,  which  was 
authorized  in  1990  and  amended  in  1992,  was  designed  to  provide 
certain  assistance  to  first  time  homebuyers .   To  make  the  program 
more  effective,  we  are  proposing  a  number  of  revisions,  including 
increased  targeting  to  low  and  moderate  income  people,  and  a 
system  that  will  allocate  funds  through  state  and  non  profit 
organizations . 

FLEXIBLE  SUBSIDY 

HUD  is  requesting  an  appropriation  of  $50  million  for  fiscal 
year  1995  for  the  Flexible  Subsidy  Fund  which,  when  combined  with 
fund  income  and  transfers  from  the  Rental  Housing  Assistance 
fund,  can  provide  a  Flexible  Subsidy  program  level  of  $128.5 
million.  With  this  level,  we  expect  to  be  able  to  provide 
funding  for  approximately  139  distressed  projects. 

PRESERVATION  PROGRAM 

We  are  not  requesting  any  additional  funds  for  the 
preservation  program  for  fiscal  year  1995.   We  believe  that  we 
have  sufficient  carryover  from  previous  years  to  fund  our  needs 
in  the  coming  year.   I  want  to  make  clear  that  the  decision  to 
make  no  additional  request  for  funds  for  this  year  is  not  an 
abandonment  of  the  preservation  program.   We  continue  to  be 
committed  to  providing  housing  assistance  to  those  who  need  the 
assistance  and  to  maintain  the  current  assisted  housing  stock. 
However,  we  have  discovered  that  we  are  not  using  the  money  as 
fast  as  initially  anticipated  and  that  we  need  a  bit  more  time 
for  absorption  before  program  activity  increases. 

HOPE  II 

For  fiscal  year  1995,  the  budget  requests  a  single 
appropriation  of  $100  million  for  HOPE  1,  2  and  3.   The  budget 
assumes  that  there  will  not  be  any  additional  planning  grants  for 
HOPE   1,  2  and  3  programs  in  the  coming  fiscal  year.   Those 
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applicants  who  have  already  been  awarded  planning  grants  will  be 
eligible  to  apply  for  implementation  funding. 

In  1993,  under  HOPE  2  (the  homeownership  program  for 
multifamily  units),  HUD  awarded  $24.6  million  to  additional  1992 
applicants.  These  awards  were  for  9  planning  grants  and  7 
implementation  grants  for  projects  with  1,809  units.   In  April 
1994,  grant  selections  for  $33.5  million  have  been  made  for  ten 
1993  applicants  for  implementation  grants  covering  915  units. 

SECTION  202/811  HOUSING  FOR  THE  ELDERLY  AND  DISABLED 

HUD  is  proposing  $553.3  million  to  provide  grants  for  the 
construction  or  substantial  rehabilitation  of  4,071  units  of 
housing  for  the  elderly  and  persons  with  disabilities  in  1995. 
This  amount  includes  $387  million  for  2,915  units  for  the 
disabled  and  $150  million  for  1,156  units  for  the  elderly.  The 
budget  also  requests  $16.3  million  for  service  coordinators  in 
Section  202,  8  221(d)(3),  and  236  projects. 

SECTION  8  CONTRACT  RENEWALS  AND  AMENDMENTS 

The  Housing  portion  of  the  budget  request  for  Section  8 
contract  renewals  is  $692  million  to  renew  approximately  24,722  , 
project  based  units  in  fiscal  year  1995. 

CONGREGATE  HOUSING 

An  appropriation  of  $6.3  million  is  requested  for  fiscal 
year  1995  to  extend  the  53  Congregate  Services  contracts  of  the 
original  demonstration  program  for  an  additional  12  months.   No 
funding  is  proposed  for  new  contracts  in  1995  under  the  revised 
Congregate  Services  Program. 

SALARIES  AND  EXPENSES 

We  are  requesting  6,340  full  time  equivalents  (FTE)  an 
increase  of  230  FTE.   This  includes  965  FTE  for  headquarters 
staff  and  5,375  FTE  for  field  staff. 

CONCLUSION 

This  concludes  my  prepared  remarks.   I  will  be  pleased  to 
answer  any  questions  the  committee  might  have. 
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Public  Housing  is  a 
Source  of  Pride 


Biography 


Joseph  Shuldiner 

Assistant  Secretary  for 

Office  of  Public  and  Indian  Housing 

U.S.  Department  of  Housing  and  Urban  Development 


Joseph  Shuldiner  was  nominated  by  President  Clinton  to  be  the  Assistant  Secretary  for 
Public  and  Indian  Housing,  confirmed  by  the  Senate  on  May  28,  1993,  and  was  sworn  in  on 
June  3. 

Mr.  Shuldiner  is  responsible  for  the  management,  planning,  direction,  and  the  policy 
formulation  of  all  activities  concerned  with  the  operations  of  public  and  Indian  Housing  at  HUD 
Headquarters  and  at  HUD  offices  throughout  the  United  States. 

Prior  to  his  nomination,  Mr.  Shuldiner  served  as  Special  Adviser  ^o  Secretary  Cisneros. 
From  May  1990  thru  June  1993,  Mr.  Shuldiner  served  as  the  Executive  Director  of  the  Housing 
Authority  of  the  City  of  Los  Angeles  (HACLA).   Under  Mr.  Shuldiner's  direction,  HACLA  has 
transformed  itself  from  a  "troubled"  agency  to  one  of  the  nation's  most  respected,  innovative 
and  fiscally  sound  public  housing  authorities.   Mr.  Shuldiner's  tenure  has  been  characterized 
by  tremendous  growth  of  resident  involvement  in  management  and  economic  development 
programs,  and  the  creation  of  an  innovative  citywide  alliance  to  bring  relief  to  the  area's 
growing  homeless  population  through  HACLA's  Section  8  rental  assistance  program. 

Before  joining  HACLA,  he  was  general  manager  of  the  New  York  City  Housing  Authority. 
From  1 973  to  1 986,  he  worked  in  a  number  of  capacities  at  the  New  York  Department  of 
Housing  Preservation  and  Development  (NYPD).  In  the  early  1970's,  Mr.  Shuldiner  worked  as 
a  staff  attorney  with  a  Bronx,  N.Y.,  legal  services  office.  He  began  his  career  as  a  teacher  in 
the  New  York  City  public  school  system. 

Mr.  Shuldiner  served  on  the  board  of  directors  and  steering  committee  of  the  Council  of 
Large  Public  Housing  Authorities.   He  was  also  president  and  a  board  member  of  the  Housing 
Authority  Risk  Retention  Group  (HARRG).   He  previously  served  as  a  board  member  of  New 
York's  Lower  Eastside  Mutual  Housing  Association  and  as  a  member  of  the  advisory 
committee  of  the  Edna  McConnel  Clark  Foundation's  Program  for  Homeless  Families. 

He  graduated  from  the  Brandeis  University  and  earned  a  law  degree  from  Columbia 
University.   Mr.  Shuldiner  and  his  wife,  Judy,  reside  in  West  Los  Angeles  with  their  two  children. 
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Mr.  Chairman  and  Members  of  the  Committee: 

It  is  with  pleasure  that  I  am  appearing  before  you  to 
present  for  your  consideration  the  fiscal  year  1995  Public  and 
Indian  Housing  (PIH)  Budget  request. 

Over  the  last  year,  we  have  taken  a  hard  look  at  PIH's  basic 
mission  and  objectives  as  part  of  the  commitment  to  eliminate 
redundancy  in  HUD.   We  are  working  on  projects  which  will  truly 
revolutionize  the  Office  of  Public  and  Indian  Housing.   I  am 
committed  to  re-focusing  public  and  Indian  housing  on  results 
rather  than  on  processes,  and  on  problem-solving  rather  than 
unproductive  dissension. 

This  year,  I  will  reposition  Public  and  Indian  Housing  to  be 
a  part  of  the  community.   For  too  long,  we  have  viewed  public 
housing  in  isolation.   Public  Housing  also  tends  to  isolate  our 
residents:  geographically,  racially  and  by  income.   I  want  Public 
Housing  to  become  a  full  participant  in  the  community. . .with 
schools,  with  transportation,  with  city  services  and  community 
centers.   My  goal  is  to  see  our  residents  as  building  blocks  in 
our  Nation's  neighborhoods. 

We  need  to  see  this  integration  occur  on  an  economic,  as 
well  as  physical  level.   We  need  to  see  the  working  poor  remain 
in  public  housing,  rather  than  being  forced  out  once  they  have 
taken  the  important  step  of  becoming  employed.   We  want  these 
working  families  to  stay  in  public  housing — to  bring  family 
values  and  community  relationships  to  public  housing  developments 
and  cities  across  the  country. 

It  is  with  this  in  mind  that  PIH  has  embarked  on  a  strategy 
to  improve  federal  oversight  of  the  public  housing  program, 
making  them  more  livable.   This  initiative  has  been  driven  by 
twin  imperatives:  limited  staff  resources  and  demand  for  higher 
quality  services.   We  have  placed  considerable  emphasis  on 
developing  oversight  that  is  diagnostic  rather  than  process 
oriented.   The  constantly  evolving  range  of  challenges  we 
encounter  in  public  housing  require  flexible  management 
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techniques.   Though  we  have  made  major  strides  toward  improving 
the  way  PIH  operates,  it  has  become  apparent  that  much  work 
remains. 

In  order  to  move  PIH  towards  more  effective  monitoring,  each 
field  office  has  developed  risk  management  techniques  which  allow 
them  to  concentrate  their  resources  on  housing  authorities  (HA) 
which  need  the  most  attention.   I  am  committed  to  a  functional 
realignment  which  organizes  staff  according  to  those  areas  of 
housing  authority  performance  and  compliance  which  PIH  considers 
to  be  critical  to  good  management.   To  better  perform  the  tasks 
of  assisting  our  housing  agencies,  field  offices  are  being 
realigned  along  five  functional  areas  which  we  feel  are.  critical 
success  areas  for  a  housing  authority:   organization,  management 
and  personnel;  community  relations  and  involvement;  financial 
management;  facilities  management;  and  marketing  and  lease 
management.     The  new  public  housing  approach  also  addresses  a 
revised  diagnostic  monitoring  strategy,  problem  solving 
techniques  and  matrix  style  management,  all  supporting  the  PIH 
mission,  which  was  developed  jointly  by  field  and  headquarters 
staff.   I  am  very  excited  with  the  energy  and  progress  of  the  new 
approach,  and  I  truly  believe  that  I  lead  with  a  giant  step 
toward  an  improved  Office  of  Public  and  Indian  Housing.   In  fact, 
I  am  most  pleased  to  say  that  the  results  of  this  new  approach 
have  been  substantiated  by  our  Inspector  General. 

Last  summer,  I  invited  five  teams  of  Housing  Authority 
Executive  Directors  and  experts  to  join  with  us  to  face  another 
challenge:   to  review  and  eliminate  unproductive  and  unnecessary 
administrative  guidance  and  regulations.   The  reports  of  the  five 
functional  area  working  groups  were  recently  provided  to  me  and, 
following  intensive  discussions  with  my  senior  staff,  I  have 
directed  Public  and  Indian  Housing  program  offices  to  begin 
implementing  scores  of  recommendations  made  by  the  working 
groups.   By  September  30,  I  expect  that  streamlining  changes  in 
administrative  issuances  like  handbooks  and  notices  to  be  made, 
and  that  regulatory  modifications  will  have  been  published. 
These  changes  will  affect  HUD's  and  the  housing  authorities' 
financial,  facilities,  community  relations,  personnel  and 
administrative,  and  leasing  and  marketing  management  functions. 
Paralleling  this  statutory  and  regulatory  review  effort,  other 
task  groups  have  focused  on  the  Section  8,  Comprehensive  Grant, 
Public  Housing  Development,  and  Native  American  programs,  and 
have  developed  regulatory  and  administrative  recommendations  to 
streamline  those  programs.   A  group  investigating  new  operational 
approaches  to  high-performing  PHAs,  and  one  focused  on  making 
significant  improvements  to  the  Public  Housing  Management 
Assessment  Program  (PHMAP)  have  also  been  active. 

The  effort  undertaken  by  the  Office  of  Native  American 
Programs,  for  example,  resulted  in  a 
40  percent  reduction  in  the  size  of  the  rule  governing  that 
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program,  which  should  result  in  significant  impacts  on  program 
operational  efficiency.   It  is  my  expectation  that  a  similar 
result  could  be  expected  from  this  effort  as  well. 

This  year,  in  response  to  your  direction,  we  established  the 
Office  of  Distressed  and  Troubled  Housing  Recovery,  which  will 
take  a  fundamentally  different  approach  to  preventing  and 
recasting  the  troubled  condition  and  performance  of  many  of  our 
Has.   We  will  establish  working  cooperative  partnerships  between 
HUD,  the  HA,  Resident  leadership,  and  the  larger  community; 
provide  HA  staff  with  training  and  technical  assistance, 
including  strategic  planning  support  and  mentoring;  and 
accelerate  progress  through  the  use  of  pilot  programs  and 
arbitration  to  effectuate  project-based  budgeting,  management  and 
maintenance.   The  Office  of  Severely  Distressed  and  Troubled 
Housing  Recovery  is  also  in  the  process  or  organizing  an 
outstationed  staff  to  be  deployed  from  HUD's  Municipal  and  State 
Field  Offices  for  managing  troubled  agency  prevention  and 
recovery  strategies  that  are  part  of  executed  corrective 
agreements  with  Has. 

I  realize  that  in  the  past,  PIH  too  often  was  viewed  as  an 
obstacle,  rather  than  a  solution  to  the  plight  of  low-income 
families,  but  we  have  begun  to  simplify  and  eliminate  rules  and 
regulations  so  that  housing  authorities  can  more  easily  and 
effectively  do  their  jobs.   I  hope  I  am  able  to  convey  my 
enthusiasm  and  re-establish  your  confidence  in  our  ability  to 
overcome  the  management  challenges  we  face. 

Before  answering  questions  on  the  budget,  I  would  like  to 
introduce  a  few  of  the  legislative  changes  we  are  reflecting  in 
our  fiscal  year  1995  budget.   Last  year  we  submitted  legislation 
for  the  expansion  of  the  Drug  Elimination  Grants  program. 
Community  Partnership  Against  Crime,  or  COMPAC,  addresses  a  wider 
range  of  criminal  offenses,  such  as  alcohol  related  offenses, 
assaults,  robberies,  and  other  violent  crimes  in  the  housing 
community  which  were  not  covered  by  the  Drug  programs.   The 
expanded  program  will  include  community  policing,  youth 
recreation  and  sports  programs,  anti-gang  activities  as  well  as 
improved  security  equipment.   Additionally,  the  COMPAC 
application  process  has  been  changed  to  eliminate  time  spent 
writing  annual  applications  by  allowing  Has  to  submit  their 
funding  application  every  5  years,  rather  than  annually  as  in  the 
original  program.   After  initial  awards  have  been  made,  funding 
will  continue  for  4  consecutive  years,  contingent  upon  an  annual 
performance  review,  and  availability  of  appropriated  funds. 

Other  legislative  changes  which  were  submitted  include  the 
18  month  disallowance  of  earned  income  to  allow  public  housing 
residents  to  initially  exclude  additional  rent  they  would  be 
required  to  pay  due  to  new  employment,  revised  ceiling  rents  to 
help  increase  the  income  base  on  which  HAs  are  able  to  collect 
rents,  and  encourage  self-sufficiency  among  public  housing 
residents;  and  use  of  Comprehensive  Grant  funds  for  replacement 
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housing  by  public  housing  agencies.   Also  included  in  the 
legislative  package  is  a  proposal  to  merge  the  rental  certificate 
and  rental  voucher  programs.   The  merged  program  will  include  the 
best  features  of  the  certificate  and  voucher  programs. 

THE  BUDGET 

I  will  now  summarize  the  major  proposals  included  in  the 
Budget  for  Public  and  Indian  Housing  programs. 

ANNUAL  CONTRIBUTIONS 

Public  Housing  Development 

In  a  departure  from  recent  previous  administrations,  we  are 
requesting  $150  million  for  the  development  of  1,754  Public 
Housing  units.   These  units  are  requested  primarily  to  address 
the  replacement  housing  needs  of  low-income  families  pursuant  to 
Sections  18  and  5(h),  HOPE  1,  and  the  settlement  of  litigation. 
The  request  is  tempered  by  the  size  of  the  preconstruction 
pipeline  and  the  current  budget  environment.   The  Department  has 
initiated  actions  to  redesign  the  existing  development  program  in 
order  to  make  it  more  responsive.   These  actions,  taken  to 
simplify  the  current  regulations,  and  to  expedite  the  delivery  of 
additional  public  housing  to  communities  with  low  income  housing 
needs,  are  also  expected  to  have  a  positive  impact  on  the  flow  of 
projects  currently  in  the  pipeline.   The  requested  development 
funds  will  also  be  available  as  a  resource  for  amendment  needs 
since  no  separate  request  is  being  made  for  amendment  funds  in 
1995. 

Modernization 

The  Budget  proposes  an  appropriation  of  $2.8  billion  for 
1995  to  provide  modernization  funds  to  Public  Housing  Agencies 
(PHAs)  and  Indian  Housing  Authorities  (IHAs).   The  Department's 
decision  to  request  this  funding  level,  which  is  $444  million 
less  than  Congress  appropriated  last  year,  is  necessitated  by  the 
need  to  fund  other  high  priority  programs,  such  as  the  Severely 
Distressed  Public  Housing  Program.   The  Modernization  program  has 
undergone  a  significant  transformation  in  the  past  few  years 
including  the  successful  implementation  of  the  Comprehensive 
Grant  Program  and  the  streamlining  of  program  procedures  which 
have  made  the  Modernization  program  much  more  responsive  to  the 
needs  of  housing  authorities. 

Rental  Assistance 

Included  within  the  $9.5  billion  requested  under  the  Annual 
Contributions  account  is  $3.4  billion  in  budget  authority  to 
provide  and  support  the  provision  of  rental  assistance  to 
families  in  programs  under  PIH's  administration.   These  funds  are 
the  first  part  of  our  commitment  to  support  an  additional  100,000 
family  units  annually  by  fiscal  year  1999.   Within  those  funds, 
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$2.7  billion  will  provide  for  70,000  incremental  units.   Included 
in  these  units  are  5,000  units  for  disabled  persons;  15,000  units 
for  previously  homeless  families  (administered  by  the  Office  of 
Community  Planning  and  Development);  and  5,000  units  for  the 
Pension  Fund  program  (administered  by  the  Office  of  Housing) . 
The  funds  will  also  provide  assistance  for  an  additional  2,615 
non-incremental  units.   In  addition,  over  $192  million  will  be 
used  for  counseling  and  training  programs. 

RENEWALS 

The  Department  continues  efforts  to  maintain  the  supply  of 
affordable  housing  through  the  renewal  of  expiring  section  8 
contracts.   An  appropriation  of  $4.3  billion  is  requested  for 
fiscal  year  1995  for  the  renewal  of  expiring  Section  8  contracts. 
This,  along  with  an  advance  appropriation  of  $800  million 
provided  in  the  1994  Appropriations  Act,  will  make  available  a 
total  of  $5.1  billion  to  renew  contracts  representing  140,141 
units.   We  also  request  an  advance  appropriation  of  $800  million 
for  fiscal  year  1996  for  contracts  expected  to  expire  during 
October  1995. 

Our  fiscal  year  1995  budget  estimate  was  derived  using 
Control  File  Subsystem  (CFS)  data.   We  compiled  a  detailed  list 
of  projects,  and  using  statistical  sampling,  performed  an  audit 
coordinated  by  the  PIH  Comptroller's  Office.   We  will  continue  to 
progress  towards  the  goal  of  improving  the  accuracy, 
effectiveness,  and  reliability  of  Renewal  estimates  through  the 
use  of  the  Federal  Financial  System  computer  and  accounting 
system. 

OPERATING  SUBSIDIES 

We  request  an  appropriation  of  $2.5  billion  for  the  payment 
of  operating  subsidies  to  PHAs  and  IHAs  for  the  operation  of 
PHA/IHA-owned  dwellings.   The  requirements  are  based  primarily  on 
the  Performance  Funding  System  (PFS)  formula.   Funds  are  again 
included  for  the  family-self  sufficiency  coordinators  as  required 
by  the  National  Affordable  Housing  Act,  and  our  requirements 
reflect  the  aggressiye  implementation  of  computer  matching  of 
Social  Security  Administration  and  Internal  Revenue  Service  data 
to  provide  more  accurate  reporting  of  tenant  incomes .   Our 
request  for  operating  subsidies  provides  a  special  challenge  to 
the  Department.   Because  of  the  rapid  spend-out  of  funds,  in  such 
tight  fiscal  ceilings,  it  has  not  been  possible  to  provide  full 
funding  of  this  program.   The  fact  that  Operating  Subsidies 
spends  out  at  one  of  the  fastest  rates  in  the  Department,  means 
that  offsets  from  other  programs,  as  you  well  know,  do  not 
translate  into  a  dollar  for  dollar  increase  to  the  PFS.   Our 
Operating  Subsidies  request  reflects  the  difficult  funding 
realities  of  the  Department. 
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COMMUNITY  PARTNERSHIPS  AGAINST  CRIME  (COMPAQ 

As  I  have  previously  mentioned,  we  will  be  replacing  the 
Drug  Elimination  and  Youth  Sports  programs  with  a  more  broadly 
focussed  program  called  Community  Partnerships  Against  Crime 
(COMPAC) .   COMPAC  will  focus  on  organizing  housing  authorities, 
residents,  and  police  as  a  community  force  in  the  development  of 
comprehensive  plans  to  counter  crime  in  the  entire  area,  not 
merely  move  it  from  one  development  to  another.   We  request  an 
appropriation  of  $265  million  for  COMPAC  in  fiscal  year  1995. 

SEVERELY  DISTRESSED  PUBLIC  HOUSING 


The  Department  requests  $500  million  for  the  Severely 
Distressed  Public  Housing  (SDPH)  program  in  fiscal  year  1995, 
which  is  an  outgrowth  of  the  Urban  Revitalization  demonstration 
program.   The  SDPH  program  includes  funding  for  planning, 
reconstruction,  rehabilitation,  demolition,  and  replacement  as 
well  as  for  supportive  services,  job  training,  and  community 
service.  It  is  a  one-stop  shop  for  developments  characterized  by 
families  in  distress,  high  incidence  of  serious  crime,  management 
problems,  and  severe  physical  deterioration.   The  National 
Commission  on  Severely  Distressed  Public  Housing  estimated  86,000 
units  to  have  these  characteristics. 

INDIAN  HOUSING  (Annual  contributions,  HOME,  and  Indian  Loan 
Program) 

The  PIH  Budget  includes  funding  requests  that  support  the 
Department's  strong  commitment  to  improving  housing  conditions 
for  our  Native  Americans  residing  on  tribal  reservations. 
Federal  housing  programs  continue  to  be  the  principal  delivery 
systems  for  new  housing  development  and  housing  supportive 
systems  on  Indian  reservations  due  to  the  rural  location  and 
restricted  land  status.   The  most  recent  study  conducted  by  the 
Bureau  of  Indian  Affairs  documents  a  need  for  approximately 
90,000  units.   Our  multi-faceted  request  is  based  on  our 
cognizance  of  the  need,  the  prevalent  conditions,  and  the  absence 
of  private  investment  interest  in  Indian  country. 

First,  we  are  requesting  $263  million  to  support  the 
development  of  2,715  units  using  the  traditional  Indian  Housing 
Development  program.   This  amount  is  comparable  with  the  level  of 
funding  in  recent  years  and  is  clearly  within  the  capacity  of  the 
existing  Indian  Housing  Authorities.   As  indicated  above  for 
Public  Housing  Development,  the  requested  funds  will  also  be  a 
resource  for  amendment  requirements  since  no  separate  request  is 
being  made  for  amendment  funds  in  1995.   Second,  the  requested 
development  funding  will  be  supplemented  by  $10  million  from  the 
requested  $1  billion  appropriation  for  HOME.   The  HOME  program 
for  Tribal  Indians,  implemented  in  1992,  is  a  flexible  program 
which  provides  resources  directly  to  Indian  tribes,  and  yields 
the  opportunity  for  them  to  tailor  these  resources  in  order  to 
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address  the  unique  needs  which  exist  in  their  communities.   A 
third  request  oriented  to  Native  Americans  is  for  continued 
funding  of  the  Indian  Home  Loan  Guarantee  program,  which  was 
funded  by  the  Congress  for  the  first  time  this  year.   This 
program,  which  parallels  the  traditional  FHA-insurance  program, 
is  expected  to  open  a  new  dimension  of  homeownership  on  tribal 
land.   Our  1995  request  for  this  program  is  $3  million. 

SALARIES  AND  EXPENSES 

PIH  requests  232  full-time  equivalent  (FTE)  employment  for 
headquarters,  and  1,328  FTE  for  field  staffing,  for  a  total  of 
1,560  FTE  for  both  areas  in  fiscal  year  1995.   We  request 
$109.9  million  to  support  the  FTE  for  Headquarters  and  field 
offices.   Significant  changes  occurred  in  the  Office  of  Public 
and  Indian  Housing  in  fiscal  year  1994  including  the 
establishment  of  the  Office  of  Distressed  and  Troubled  Housing 
Recovery.   We  are  currently  implementing  the  reorganization  of 
our  field  structure  in  line  with  the  National  Performance  Review 
and  the  new  approach  in  management  I  referred  to  earlier.   This 
reorganization  has  a  small  impact  on  the  manner  in  which  we  do 
business  here  in  headquarters,  and  our  budget  reflects  an 
extremely  small  increase  to  pick  up  the  work  which  was  done  by 
the  hundreds  of  staff  in  both  our  regional  structure  and  the 
Department's. 

The  Budget  also  includes  $2.6  million  for  contract  needs 
consisting  of  critical  Management  Studies,  Public  Information 
Services,  and  Technical  Services  for  needs  unique  to  Public  and 
Indian  Housing  programs. 

Having  said  all  that,  I  look  forward  to  your  questions,  and 
hope  I  provide  some  assistance  in  our  mutual  goal  of  serving  our 
Nation's  low-income  families. 
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Public  Housing  is  a 
Source  of  Pride 


Biography 


Edward  L.  Moses 

Director 

Office  of  Resident  Initiatives 

U.S.  Department  of  Housing  and  Urban  Development 

On   Monday,  August  1 6.  1 993,  Edward  L  Moses  was  selected  by  Assistant  Secretary 
Joseph  Shuldiner  to  become  the  Director  of  the  Office  of  Resident  initiatives. 

Prior  to  this  position,  Mr.  Moses  served  in  the  capacity  of  Director  of  Resident  Relations 
it  the  Los  Angeles  City  Housing  Authority  and  as  the  Deputy  Director  of  the  Department  of 
Community  Affairs  at  the  New  York  City  Housing  Authority  where  he  was  responsible  for  the 
overall  development,  design  and  implementation  of  the  Housing  Authority's  Resident  Initiatives 
Programs. 

Mr.  Moses  is  a  member  of  the  National  Low  Income  Housing  Coalition,  the  Development 
Leadership  Network,  the  Association  of  100  Black  Men  of  New  York,  the  NAACP,  and  the  New 
York  Selective  Service  Board. 

Mr.  Moses,  a  North  Carolina  native,  served  in  a  leadership  capacity  in  a  number  of  non- 
profit organizations,  and  provided  hands  on  technical  assistance  to  residents  of  Low  Income 
Multi-Family  Housing  in  their  efforts  to  manage,  finance  and  own  their  own  homes. 

Mr.  Moses  attended  Queens  College  in  Queens,  New  York  where  he  received  a  BA 
degree  in  Psychology. 

Mr.  Moses,  his  wife  Maren  and  their  two  children,  Emmanuel  and  Amaru  reside  in 
Annandale,  Virginia.   Mr.  Moses  also  has  two  older  children,  Ebonee  and  Alexis,  who  reside  in 
New  York  City. 
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Mary  Ann  Russ 

Director 

Office  of  Assisted  Housing 

U.S.  Department  of  Housing  and  Urban  Development 

In  January  1994,  MaryAnn  Russ  was  selected,  after  a  nationwide  search,  as  the  Director 
for  the  Office  of  Assisted  Housing.  She  brings  26  years  of  experience  in  low  income  housing 
to  the  Department. 

Prior  to  joining  HUD,  Ms.  Russ  was  the  Executive  Director  for  the  Council  of  Large 
Public  Housing  Authorities  (CLPHA),  a  professional  association  of  sixty  of  the  nation's  largest 
housing  agencies. 

Before  her  tenure  at  CLPHA  she  was  President  of  Russ  Associates,  a  housing  training 
and  technical  assistance  consulting  firm.   From  1984  to  1989  Ms.  Russ  was  Executive  Director 
of  the  Wilmington  (DE)  Housing  Authority  (WHA).   During  her  tenure  at  WHA,  she  received  the 
1987  award  for  the  Most  Improved  Large  Housing  Authority.  The  authority  was  removed 
from  HUD's  Troubled  List  and  was  the  first  agency  in  the  nation  to  be  decontrolled. 

Ms.  Russ's  career  also  includes  the  positions  of  Director  of  Technical  Services  at  the 
WHA;  Director  of  Training  at  the  National  Center  for  Housing  Management;  Director  of  Training 
and  Technical  Assistance  for  the  Housing  Division  of  the  Texas  Department  of  Community 
Affairs  and  other  positions  with  the  WHA  the  Housing  Development  Corporation  of  Chester, 
the  City  of  Chester  and  the  Delaware  County  Planning  Commission.  She  has  written  numerous 
training  manuals  for  housing  management  professionals. 

Ms.  Russ  studied  at  Bryn  Mawr  College,  received  a  Bachelor  of  Science  degree  in 
Environmental  Design  from  the  Philadelphia  College  of  Art  and  did  graduate  work  at  the 
University  of  Delaware. 

Ms.  Russ  has  been  a  member  of  the  Policy  and  Steering  Committee  of  CLPHA,  the 
Board  of  the  Mid-Atlantic  Regional  Council  of  NAHRO,  the  Boards  of  the  Wilmington  Chapter  of 
the  Salvation  Army,  the  Women's  Council  of  Delaware,  the  Elementary  Workshop,  the  National 
Low  Income  Housing  Coalition,  and  Arundel  Community  Development,  Inc. 

Ms.  Russ  lives  with  her  husband  and  three  children  in  Odenton,  MD. 
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Kevin  Marchman 

Deputy  Assistant  Secretary/Director 

Office  for  Severely  Distressed  and  Troubled  Housing  Recovery 

U.S.  Department  of  Housing  and  Urban  Development 

In  January  1994,  Mr.  Marchman  was  appointed  Deputy  Assistant  Secretary  and  the 
Director  of  the  Office  for  Severely  Distressed  and  Troubled  Housing  Recovery.   In  this  capacity, 
Mr.  Marchman  is  responsible  for  the  administration  of  the  Hope  VI  (Urban  Revitalization 
Demonstration  (URD))  program  and  the  Department's  response  where  assistance  to  the 
nation's  large  troubled  Public  Housing  Authorities  is  needed. 

Prior  to  joining  the  Department,  Mr.  Marchman  was  the  Executive  Director  of  the  Denver 
Housing  Authority.  Through  his  diligent  efforts  he  managed  to  turnaround  a  troubled  public 
housing  authority  to  one  considered  a  "High  Performer  by  the  Department  of  Housing  and 
Urban  Development.   Mr.  Marchman  came  to  the  Authority  from  the  Denver  Mayor's  Office 
where  he  was  Deputy  Chief  of  Staff  to  the  now  Transportation  Secretary  Federico  Pena. 

Before  joining  the  Mayor's  Office,  Mr.  Marchman  spent  eight  years  (1  1/2  as  the  Deputy 
Executive  Director)  at  the  Colorado  Housing  Finance  Authority.  The  previous  years  he  served 
the  Colorado  Housing  Authority  in  various  capacities  such  as:  Executive  Assistant  to  the 
Deputy  Executive  Director  and  Housing  Development  Specialist  leaving  behind  an  exemplary 
performance  record. 

Mr.  Marchman  received  his  Bachelor  of  Arts  degree  from  the  University  of  Colorado  at 
Boulder  and  his  Master's  of  Administration  from  the  University  of  Colorado  at  Denver. 
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Dwight  P.  Robinson 

President 

Government  National  Mortgage  Association 

Dwight  P.  Robinson  was  nominated  by  President  Bill  Clinton  to  be  President  of  the  Government  National 
Mortgage  Association  (GNMA)  on  October  29,  1993.  He  was  unanimously  confirmed  by  the  Senate  on 
November  2 1 ,  and  took  his  oath  of  office  on  November  24.  _ 

As  President  of  GNMA,  Mr.  Robinson  directs  the  operation  of  programs  that  aid  residential  financing  of  low- 
and  moderate-income  housing  by  channeling  funds  from  capital  markets  into  mortgage  markets.  Because  GNMA 
guarantees  timely  payment  of  principal  and  interest  on  pools  of  government-backed  mortgages,  investors  receive 
an  above  average  return  on  a  guaranteed  investment,  and  housing  lenders  recover  funds  from  existing  loans  and 
make  additional  FHA-insured  or  VA-guaranteed  loans. 

Mr.  Robinson  previously  served  the  Federal  Home  Loan  Mortgage  Corporation  -  known  as  Freddie  Mac  -  as 
Director  of  the  Single  Family  Affordable  Housing  Initiatives  Department.  He  was  responsible  for  designing  and 
implementing  programs  for  the  Marketing  and  Sales  Division  that  would  increase  affordable  housing 
opportunities  for  low-  and  moderate-income  homebuyers.  Robinson  joined  Freddie  Mac  in  December,  1990. 

From  1986  to  1990  he  was  deputy  director  and  chief  mortgage  underwriter  of  the  Michigan  State  Housing 
Development  Authority  (MSHDA).  The  MSHDA  provides  financing  for  single  and  multi-family  housing  for 
low-  and  moderate-income  families  through  the  sale  of  tax-exempt  bonds  and  public  subsidies;  Robinson  was 
responsible  for  lending  and  policy  decisions  on  behalf  of  the  authority.  Before  he  joined  the  MSHDA  in  1976, 
he  served  in  positions  with  the  cities  of  Flint  and  Ann  Arbor. 

A  1 975  graduate  of  Michigan  State  University  with  a  Bachelor  of  Science  in  Urban  Planning  and  Community 
Development,  he  also  attended  graduate  school  at  Central  Michigan  University.  Mr.  Robinson,  40,  resides  in 
Hemdon,  Va.,  with  his  wife,  Linda,  and  son,  Noah. 
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U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHINGTON.  DC  20410-7000 


ANDREW  M.  CUOMO 


Andrew  Cuomo  was  confirmed  by  the  United  States  Senate  in  May,  1993,  as 
Assistant  Secretary  for  Community  Planning  and  Development  (CPD)  in  the  U.S. 
Department  of  Housing  and  Urban  Development.   As  Assistant  Secretary  he  administers 
over  six  billion  dollars  in  programs  to  provide  affordable  housing,  aid  for  the  homeless, 
and  to  spur  economic  and  community  development. 

As  Assistant  Secretary,  Cuomo  has  worked  to  move  HUD's  homeless  programs 
from  a  fragmented  approach  toward  a  coordinated  "continuum  of  care."  This  concept 
encourages  communities  to  create  comprehensive  homeless  systems  which  provide  not 
only  emergency-based  assistance  and  homeless  prevention  but  also  the  full  range  of 
housing  and  supportive  services  needed  to  help  homeless  individuals-and  families  attain 
and  maintain  independent  living.   In  moving  to  implement  the  continuum  of  care 
concept,  Cuomo  has,  together  with  HUD  Secretary  Henry  Cisneros,  achieved  a  doubling 
in  funding  for  HUD's  homeless  programs  in  the  President's  proposed  1995  budget  and 
initiated  a  dramatic  reorganization  of  HUD's  homeless  programs.   On  behalf  of  Secretary 
Cisneros,  he  also  spearheaded  the  development  of  the  Federal  Plan  to  break  the  cycle  of 
existing  homelessness  and  prevent  future  homelessness  as  mandated  in  President 
Clinton's  Executive  Order  issued  in  May  1993.   The  Plan  has  received  widespread  praise 
for  its  honest  assessment  of  the  nature  and  scope  of  homelessness  today. 

Cuomo  has  initiated  a  new  effort  to  spur  economic  development  in  communities, 
developing  an  innovative  way  for  them  to  access  low-interest  loans  for  economic 
revitalization  in  distressed  areas.   He  has  also  moved  to  consolidate  the  planning, 
application  and  reporting  requirements  of  key  CPD  programs.   This  process  incorporates 
a  revolutionary  mapping  and  graphics  software  package  that  ailows  localities  to  develop 
comprehensive  plans  and  complete  reporting  requirements  via  computer.   This  innovative 
technology  will  enable  communities  to  spend  more  time  solving  problems  and  less  time 
filling  out  unnecessary  paperwork. 

During  his  first  year  as  Assistant  Secretary,  Cuomo  has  also  played  a  key  role  in 
several  new  Clinton  administration  priorities  in  addition  to  homelessness.  Cuomo  is  one 
of  the  driving  forces  behind  the  Clinton  Administration's  Empowerment  Zone  program. 
This  program  marshals  the  full  range  of  federal  tools  and  puts  them  at  the  disposal  of 
targeted  communities  that  have  developed  comprehensive,  coordinated  revitalization 
plans. 
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Prior  to  his  appointment  to  federal  office,  Cuomo  served  as  the  founder  and 
President  of  H.E.L.P.,  the  nation's  largest  private  provider,  and  a  nationally  recognized 
model,  of  transitional  housing  for  the  homeless.  The  H.E.L.P.  model  brings  safe,  quality 
housing  and  comprehensive,  on-site  social  services  together  under  one  roof  to  create  a 
supportive  community  for  homeless  families.   H.E.L.P.  currently  provides  housing  and 
services  for  more  than  4,000  people  each  year. 

In  1992,  he  also  founded  the  Genesis  Project  for  the  purpose  of  developing 
innovative  approaches  to  urban  revitalization  and  community  development  and 
pioneering  tenant  management.   Genesis  has  served  as  a  model  of  a  comprehensive 
approach  to  linking  community  development  with  affordable  housing  and  coordinating  a 
partnership  among  all  levels  of  government  and  the  private  sector. 

In  October,  1991  Cuomo  became  the  youngest  Commission  Chairman  in  the 
history  of  the  City  of  New  York  when  he  was  named  by  Mayor  David  Dinkins  to  lead  the 
New  York  City  Commission  on  the  Homeless.  The  Commission  submitted  its  report, 
The  Way  Home.  A  New  Direction  in  Social  Policy,  to  the  Mayor  in  February,  1992.  The 
report,  which  developed  a  framework  for  providing  a  continuum  of  care  for  New  York's 
homeless  population,  was  endorsed  by  numerous  elected  officials,  organizations  and 
newspapers,  including  the  Speaker  of  the  New  York  City  Council,  the  City  Council 
President,  The  Partnership  for  the  Homeless,  the  Coalition  for  the  Homeless,  and  The 
New  York  Times,  the  New  York  Post,  and  the  Daily  News.  The  Commission's 
recommendations  were  accepted  by  the  Mayor  and  have  achieved  national  recognition  as 
a  model  approach  to  the  problems  of  homelessness. 

Prior  to  founding  H.E.L.P.,  Cuomo  practiced  law,  first  as  an  Assistant  District 
Attorney  in  Manhattan,  and  then  as  a  partner  in  the  law  firm  of  Blutrich,  Falcone  and 
Miller.  In  1982  Cuomo  served  as  Campaign  Manager  for  Mario  M.  Cuomo's  first 
campaign  for  Governor  of  New  York  State  and  subsequently  served  as  a  Special 
Assistant  to  the  Governor. 

Cuomo  has  received  numerous  awards  for  his  commitment  to  community 
development,  affordable  housing  and  the  homeless,  including  the  1991  New  York 
University  Medical  Center  Distinguished  Service  Award,  the  1989  Westchester  County 
Merit  Award,  and  the  1989  Council  of  Jewish  Organizations'  Public  Service  Award. 
Cuomo  also  received  the  1988  Man  of  the  Year  Award  from  the  Coalition  of  Italian 
American  Organizations  and  the  American  Red  Cross  Good  Neighbor  Award. 

Cuomo  received  a  law  degree  from  Albany  Law  School  in  1982  and  a  Bachelor  of 
Arts  degree  from  Fordham  University  in  1979. 
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Michael  A.  Stegman 

Assistant  Secretary  for 

Policy  Development  and  Research 

U.S.  Department  of  Housing  and  Urban  Development 

Michael  A.  Stegman  was  nominated  by  President  Bill  Clinton  to  be  HUD's  Assistant  Secretary  for  Policy 
Development  and  Research  (PD&R)  on  March  8,  1993.  He  was  confirmed  by  the  Senate  on  May  28,  and  sworn 
in  on  June  1, 1993.  — 

In  addition  to  research  at  HUD,  he  is  responsible  for  management  of  policy  development,  analyses  of  programs 
and  policies,  analyses  of  housing  markets,  and  advancing  for  the  housing  and  urban-development  objectives  of 
President  Clinton  and  Secretary  Cisneros. 

Mr.  Stegman  is  a  nationally  known  public-policy  and  urban-studies  academician.  Prior  to  his  HUD  appointment, 
he  was  Gary  C.  Boshamer  Professor  and  Chairman  of  the  Department  of  City  and  Regional  Planning  as  well  as 
the  Ph.D.  curriculum  in  Public  Policy  Analysis  at  the  University  of  North  Carolina  at  Chapel  Hill.  There  he 
conducted  research  and  taught  graduate  courses  in  national  housing  policy  and  investment  analysis  for  26  years. 
He  has  been  a  housing  consultant  to  states  and  localities,  and  led  workshops  and  seminars  for  bousing  and  elected 
officials  across  the  nation. 

Mr.  Stegman  served  on  the  Urban  Land  Institute's  advisory  panel  to  help  Los  Angeles  create  a  revitalization 
strategy  for  riot-scarred  South  Central  Los  Angeles.  From  1979  to  1981,  he  was  HUD  Deputy  Assistant  Secretary 
for  Research  for  then-Assistant  Secretary  Donna  Shalala.  He  chaired  the  President's  Rural  Housing  Task  Force, 
and  was  a  member  of  the  White  House  Inter-Agency  Working  Croup  on  Small  Communities  and  Rural 
Development  Policy. 

Books  authored  by  Mr.  Stegman  include:  More  Housing,  More  Fairly;  The  Limits  of  Privatization,  a  Report  of  the 
Twentieth  Century  Fund  Task  Force  on  Affordable  Housing;  The  Public  Housing  Homeownership  Demonstration 
Assessment;  and  Non-Federal  Housing  Programs:  How  States  and  Localities  Are  Responding  to  Federal 
Cutbacks. 

Bom  October  12, 1940  in  Brooklyn,  N.Y.,  he  received  his  B.A.  degree  in  political  science  from  Brooklyn  College 
and  his  M .  A.  and  Ph.D.  in  city  planning  from  the  University  of  Pennsylvania. 

Mr.  Stegman  and  his  wife  Nancy  reside  in  Washington,  D.C.  They  have  two  daughters,  Laurie  Michelle  and 
Karen  Jill. 
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Roberta  Achtenberg 

Assistant  Secretary  for 

Fair  Housing  and  Equal  Opportunity 

Roberta  Achtenberg  was  nominated  by  President  Bill  Clinton  to  be  Assistant  Secretary  for  Fair  Housing  and 
Equal  Opportunity  on  February  2,  1993.  She  was  confirmed  by  the  U.S.  Senate  on  May  24,  1993  and  swom  into 
office  on  June  3, 1993. 

Achtenberg  is  responsible  for  enforcing  federal  Fair  Housing  Law  and  for  ensuring-that  HUD  housing  programs 
provide  equal  opportunity  for  all  qualified  Americans. 

Prior  to  her  appointment  at  HUD,  Achtenberg  served  on  the  elected  San  Francisco  Board  of  Supervisors.  She 
chaired  the  board's  Housing  and  Land  Use  Committee  and  the  City  Services  Committee.  She  also  represented 
San  Francisco  as  a  Director  of  the  Bay  Area  Air  Quality  District,  and  she  served  on  the  San  Francisco  County 
Transportation  Authority. 

Achtenberg's  efforts  as  a  San  Francisco  legislator  include  the  establishment  of  occupancy  standards  for  city 
residential  units  to  help  prevent  discrimination  against  families  with  children;  enhanced  protection  against 
wrongful  eviction  of  tenants;  support  of  construction  of  affordable  housing  for  low-income  families;  ensuring 
small  business  competition  for  city  contracts;  more  effective  compliance  monitoring  by  the  City  Human  Rights 
Commission,  and  the  augmentation  of  job  training  programs  to  facilitate  the  transition  of  people  from  welfare  to 
permanent  employment 

Achtenberg  led  San  Francisco's  efforts  to  enhance  CDBG  funding  for  domestic  violence  shelters.  She  authored 
ordinances  which  improved  safety  and  access  for  disabled  persons,  and  led  efforts  for  legislation  that  required 
developers  to  build  child  care  facilities  or  to  contribute  to  a  child  care  fund  for  low-income  families.  In  addition, 
her  legislation  provides  monthly  child  care  subsidies  to  graduates  of  job  training  programs.  She  also  helped  to 
secure  a  $10  million  annual  set  aside  to  establish  and  administer  a  children's  budget 

Before  her  1990  election  to  the  Board  of  Supervisors,  Achtenberg  worked  more  than  15  years  as  a  civil  rights 
attorney.  She  was  a  teaching  fellow  at  Stanford  Law  School,  directed  the  Lawyer  Skills  Training  programs  at  the 
New  College  of  California  School  of  Law,  and  later  became  dean  of  that  institution.  She  was  a  director  of  the 
San  Francisco  Neighborhood  Legal  Assistance  Foundation,  served  as  Executive  Director  of  the  National  Center 
for  Lesbian  Rights,  and  was  the  directing  attorney  of  the  Lesbian  Rights  Project  of  Equal  Rights  Advocates,  Inc. 

Her  honors  include  that  of  the  1 989  Management  Volunteer  of  the  Year  from  the  United  Way  of  the  Bay  Area  and 
the  California  State  Senate's  Woman  of  the  Year  award  for  the  Third  Senate  District  in  1993. 

Achtenberg  was  bom  July  20,  1950,  in  Los  Angeles.  She  received  her  B.A.  from  the  University  of  California  at 
Berkeley  where  she  was  a  member  of  Phi  Beta  Kappa.  She  received  her  law  degree  from  the  University  of  Utah 
Law  School  where  she  was  elected  to  the  Order  of  the  Coif. 
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Marily  nn  A.  Davis 

Assistant  Secretary  for  Administration 

Marilynn  A.  Davis  was  nominated  by  President  Bill  Clinton  to  be  Assistant  Secretary  for  Administration  at  the 
U.S.  Department  of  Housing  and  Urban  Development  on  April  29,  1993.  She  was  confirmed  by  the  U.S.  Senate 
on  May  28,  1993  and  swom  into  office  on  June  1,  1993. 

Ms.  Davis  advises  the  Secretary  and  other  assistant  secretaries  on  all  matters  relatingto  the  administrative 
management  of  HUD.  She  is  responsible  for  HUD's  administrative  management  programs,  the  functions  of 
budget,  productivity  and  management  improvements,  organization  analysis,  personnel  management,  and 
procurement  and  contracting  services. 

Prior  to  her  current  appointment,  Ms.  Davis  was  Deputy  General  Manager  for  Finance  at  the  New  York  City 
Housing  Authority.  At  that  post,  she  was  Chief  Financial  Officer  for  America's  largest  public  housing 
organization  and  she  supervised  over  400  employees. 

From  October.  1991  to  April,  1992,  she  was  Senior  Director  of  the  Executive  Office  for  American  Express  Bank, 
Limited,  in  New  York  City.  Earlier,  at  American  Express,  Ms.  Davis  was  Vice  President  for  Risk  Financing  and 
Director  of  Financial  Analysis. 

In  1984  and  1985,  she  served  first  as  a  Senior  Financial  Analyst  and  later  as  Assistant  to  the  GM  Group  Vice 
President  and  Chief  Economist  at  the  General  Motors  Corporation  in  New  York  City. 

Ms.  Davis  was  bom  October  30, 1952,  in  Little  Rock,  Arkansas.  She  received  her  B-A.  degree  from  Smith 
College.  M.A.  degrees  from  the  University  of  Michigan  and  Washington  University,  and  her  M.B  A.  from 
Harvard  Business  School. 
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G.  Edward  DeSeve 

Chief  Financial  Officer 

U.S.  Department  of  Housing  and  Urban  Development 

G.  Edward  DeSeve  was  nominated  by  President  Bill  Clinton  to  serve  as  HUD's  Chief  Financial  Officer  on 
May  14,  1993.  He  was  confirmed  unanimously  by  the  U.S.  Senate  on  July  26, 1993,  and  sworn  into  office  on 
July  30,  1993. 

As  the  Chief  Financial  Officer,  Mr.  DeSeve  is  responsible  for  establishing  policies  tojjovern  financial 
management  in  the  Department  and  oversees  the  development,  management,  administration,  and  coordination  of 
the  Department's  overall  financial  management  system.  His  responsibilities  also  include  implementation  of 
financial  system  integration,  development  of  the  annual  financial  statement  for  the  Department,  accounting 
operations  and  the  implementation  and  operation  of  the  Department's  Management  Control  Program. 

Prior  to  his  appointment  at  HUD,  Mr.  DeSeve  was  the  Director  of  Drexel  Partnership  Interests  -  B  Corporation, 
which  was  organized  as  part  of  the  Drexel  Burnham  Lambert  bankruptcy.  He  had  previously  served  as  Special 
Assistant  to  the  Governor,  Commonwealth  of  Pennsylvania,  responsible  for  oversight  of  the  Department  of  Public 
Welfare  and  the  Department  of  Health.  Additionally,  he  was  Finance  Chair  of  the  Pennsylvania  Housing  Finance 
Authority,  a  Commissioner  of  the  Delaware  River  Port  Authority;  and  a  board  member  of  the  State  System  of 
Higher  Education. 

Mr.  DeSeve  founded  and  served  as  President  of  the  American  Capital  Group  (ACG)  with  the  objective  of 
providing  both  financial  advisory  and  investment  banking  services  to  government  and  non-profit  clients  in 
Pennsylvania,  New  Jersey,  and  Delaware.  In  addition,  Mr.  DeSeve  founded  Public  Financial  Management  (PFM), 
a  financial  advisory  service  to  states  and  local  governments.  He  was  also  a  managing  Director  of  Public  Finance 
for  Merrill  Lynch  Capital  Markets. 

Mr.  DeSeve  has  served  as  Director  of  Finance  for  the  City  of  Philadelphia,  and  has  also  held  the  positions  of 
Deputy  Director  of  Finance  for  Budget,  and  Deputy  Director  of  the  Community  Renewal  Program  in 
Philadelphia. 

Mr.  DeSeve  is  the  author  of  several  financial  works  and  has  been  a  senior  lecturer  at  the  University  of 
Pennsylvania,  Fels  Center  of  Government,  since  1985. 

Mr.  DeSeve  is  a  graduate  of  Cornell  University;  New  York  State  School  of  Industrial  and  Labor  Relations  with  a 
BS  in  Labor  Economics.  He  is  also  a  graduate  of  the  University  of  Pennsylvania,  Wharton  Graduate  Division, 
with  a  Master  in  Government  Administration  in  Public  Finance. 

He  and  his  wife  Karren,  an  immigration  attorney  in  private  practice,  are  the  parents  of  a  son,  Gerry.  They  have  a 
home  in  Washington,  D.C. 
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Susan  Gaffney 

Inspector  General 

U.S.  Department  of  Housing  and  Urban  Development 

Susan  Gaffney  was  nominated  by  President  Bill  Clinton  on  June  22, 1993  to  be  HUD  Inspector  General.  The 
Senate  confirmed  her  appointment  on  August  6, 1993  and  she  was  sworn  into  office  on  August  23, 1993.  As 
Inspector  General,  Ms.  Gaffney  conducts,  supervises,  and  coordinates  audits  and  investigations  relating  to  the 
programs  and  operations  of  the  Department.  Hct  duties  also  include  recommending-policies  and  coordinating 
activities  to  promote  economy,  efficiency,  and  effectiveness  in  HUD  programs  and  operations. 

Ms.  Gaffney  was  formerly  Chief  of  the  Management  Integrity  Branch  at  the  Office  of  Management  and  Budget 
(OMB).  She  received  a  B.A.  degree  at  Wilson  College  in  1965,  earned  an  M.A.  at  Johns  Hopkins  School  of 
Advanced  International  Studies,  and  studied  in  the  Ph.D.  program  in  economics  at  Cornell  University. 

In  1970,  Ms.  Gaffney  began  her  experience  with  housing  issues  as  a  staff  analyst  in  the  Department  of  Housing 
Preservation  and  Development  with  the  City  of  New  York.  She  departed,  in  1979,  as  Deputy  Commissioner  of 
that  Agency  to  accept  a  position  as  Director  of  Policy,  Plans  and  Programs,  Office  of  Inspector  General,  Agency 
for  International  Development 

She  served  in  that  capacity  until  1982,  when  she  was  selected  to  serve  as  Assistant  Inspector  General  with  the 
General  Services  Administration  (GSA).  In  1987,  Ms.  Gaffney  became  Deputy  Inspector  General  of  GSA,  where 
she  assisted  the  Inspector  General  in  directing  all  audit,  investigatory  and  administrative  functions.  Appointed 
Acting  Assistant  Director  of  OMB' s  Financial  Policy  and  Systems  Branch,  Management  Integrity  Branch,  and  the 
Cash  and  Credit  Branch.  She  developed  OMB's  financial  management  strategy,  and  developed  policy  for 
implementation  of  the  Chief  Financial  Officers  Act.  Her  duties  also  included  the  formulation  of  revised  policy  and 
instructions  for  the  Federal  Managers'  Financial  Integrity  Act,  Federal  credit  programs,  and  cost  principles 
governing  Federal  reimbursements. 

Beginning  in  1991,  Ms.  Gaffney  served  as  Chief  of  the  Management  Integrity  Branch  at  OMB;  and  developed 
government-wide  policy  relating  to  the  Federal  Managers'  Financial  Integrity  Act,  OMB's  High  Risk  List,  and  the 
Inspector  General  Act.  She  also  directed  government-wide  implementation  of  organizational,  personnel,  and 
reporting  requirements  of  the  Chief  Financial  Officers  Act 

During  her  public-service  career,  Ms.  Gaffney  has  received  the  Presidential  Meritorious  Rank  Award, 
Distinguished  Honor  Award,  and  the  Joint  Financial  Management  Improvement  Program  Award  for 
Distinguished  Leadership. 
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RONALD  J.  MORONY,  Deputy  Director 

Office  of  Lead-Based  Paint  Abatement  and  Poisoning  Prevention 

Department  of  Housing  and  Urban  Development 

Date  of  Birth:   July  10,  1939 

Birthplace;   New  York  City,  New  York 

Education:   (Degrees) 

City  College  of  the  City  University  of  New  York,  B.C.E.  Degree 
Civil  Engineering,  1963 

Position: 

Mr.  Morony  joined  the  Department  of  Housing  and  Urban 
Development  in  1978.   He  became  the  Deputy  Director  of  the  Lead 
Office  when  it  was  created  in  December  1991.   The  Office  has 
primary  responsibility  for  the  lead-based  paint  program  of  the 
Department.   Reporting  to  the  Secretary,  the  office  exerts 
leadership,  provides  direction,  and  effects  coordination  of  the 
Department's  lead-based  paint  activities.   The  Office  develops 
lead-based  paint  regulations,  guidelines,  and  policies  applicable 
to  HUD  programs,  designs  lead-based  paint  training  programs, 
administers  lead-based  paint  abatement  programs,  and  helps  shape 
the  lead-based  paint  research  program.   The  Office  undertakes  an 
ongoing  program  of  information  dissemination  on  lead-based  paint 
matters  and  serves  as  the  Department's  central  information  source 
for  the  Secretary,  the  Congress,  and  the  public  on  this  topic. 

Mr.  Morony 's  personal  involvement  with  lead-based  paint 
began  in  1987  when  he  co-authored  the  Department's  lead  paint 
program  plan.   This  was  in  his  capacity  as  the  Director  of  the 
Innovative  Technology  Division  of  the  Office  of  Policy 
Development  and  Research.   He  served  as  Division  Director  for 
five  years  and  directed  over  $11  million  of  lead-based  paint 
research  and  demonstrations.   Before  becoming  Director,  he  worked 
in  the  Innovative  Technology  Division  for  8  years  as  a  project 
manager. 

Prior  to  coming  to  the  Department  he  was  chief 
civil /structural  engineer  in  one  of  the  Navy's  regional  offices. 
He  supervised  a  staff  of  engineers  who  were  responsible  for  the 
design  of  $20  million  of  construction  annually.   Projects 
included  buildings,  laboratories,  and  pollution  control 
facilities. 

Mr.  Morony  serves  on  an  ASTM  committee  on  lead-based  paint 
and  several  technical  committees  of  the  American  Society  of  Civil 
Engineers.   He  has  spoken  and  authored  papers  numerous  times  on 
residential  technology  and  environmental  issues. 
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OPENING  STATEMENT  OF  SECRETARY  HENRY  G.  CISNEROS 

SUBCOMMITTEE  ON  VA,  HUD  AND  INDEPENDENT  AGENCIES 

HOUSE  COMMITTEE  ON  APPROPRIATIONS 

APRIL  26,  1994 


Chairman  Stokes  and  members  of  the  Subcommittee,  I  am 
pleased  to  appear  before  you  to  present  the  Clinton 
Administration's  proposed  budget  for  the  Department  of  Housing 
and  Urban  Development  for  -Fiscal  Year  1995.   For  the  coming 
Fiscal  Year,  we  propose  an  increase  over  our  Fiscal  1994  budget 
authority  of  $1  billion,  to  $26.1  billion,  as  well  as  an  increase 
in  outlays  of  $2  billion,  to  $29.5  billion. 

President  Clinton's  economic  plan  has  laid  the  foundation 
for  long-term  growth  and  prosperity,  and  his  budget  is  key  to  its 
success.   In  fiscal  1993,  the  budget  deficit  fell,  and  the 
President's  fiscal  discipline  ensures  it  will  fall  again  in  1994 
and  1995,  marking  the  first  time  in  two  generations  that  the 
deficit  has  fallen  for  three  consecutive  years.   At  the  same 
time,  the  economy  grew  in  1993  at  a  rate  double  that  of  the 
previous  administration  and  1.8  million  private  sector  jobs  were 
created,  800,000  more  than  were  created  in  the  previous  four 
years.   The  targeted  investments  contained  in  the  President's 
proposed  budget  will  help  to  generate  long-term  economic  recovery 
and  growth. 

Mr.  Chairman,  our  proposed  budget  for  HUD  fully  reflects  the 
President's  commitments  to  both  fiscal  responsibility  and  sound 
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public  and  private  investment.  Because  of  the  President's  strong 
commitment  to  community  investment  strategies,   HUD  is  one  of 
seven  cabinet  agencies  whose  budget  authority  and  outlays  grow  in 
1995  despite  the  immediate  and  out-year  restraints  imposed  by  the 
Omnibus  Budget  Reconciliation  Act  of  1993. 

In  the  past  year,  we  have  laid  a  firm  foundation  for  the 
housing  and  community  development  agenda  that  I  will  be 
discussing  today. 

When  I  appeared  before  this  Committee  a  year  ago,  I  told  you 
that  HUD  needed  to  change;  that  I  wanted  HUD  to  return  to  the 
functions  for  which  it  was  created.   I  wanted  the  Department  to 
be  a  facilitator,  an  expediter  and  a  catalyst  for  reclaiming 
distressed  communities  and  creating  safe,  secure  and  livable 
communities  that  provide  affordable  housing  and  economic 
opportunity.   In  the  past  year,  we  have  taken  significant  steps 
toward  a  reinvented  HUD  —  a  HUD  that  is  a  positive  force  for 
change  and  accountable  for  its  actions. 

We  have  undertaken  a  methodical,  disciplined,  top-to-bottom 
review  of  the  Department,  its  mission  and  its  organization  to 
ensure  that  the  HUD  can  play  an  integral  role  in  President 
Clinton's  effort  to  create  a  strong  and  growing  economy. 
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•  We  have  determined  clear  priorities  and  used  them  to 
guide  our  budget,  program  and  management  decisions. 

•  We  have  made  hard  choices,  tough  spending  cuts,  and 
entrepreneurial  program  savings  to  pay  for  substantial 
investments  in  our  key  priorities. 

•  We  have  reorganized  our  field  structure  and  found  many 
ways  to  do  more  with  fewer  people  through  service- 
oriented,  performance-driven  results  management,  and 
partnerships  with  the  communities  and  the  people  we 
serve. 

In  short,  we  have  begun  taking  steps  to  truly  reinvent  HUD. 

Throughout  this  process  of  review  and  reorganization,  we 
have  not  ignored  the  need  to  move  forward  toward  our  goal  of 
ensuring  fair  and  affordable  housing  for  all  and  rebuilding 
America's  communities.   Thanks  to  Congress'  support,  we  have 
already  made  significant  progress. 

•    Congress  authorized  and  appropriated  §100  million  for  the 
new  Community  Investment  Demonstration  Program  creating 
public-private  partnerships  with  pension  funds,  leveraging 
HUD  housing  subsidies  to  provide  incentives  for  more  than  a 
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billion  dollars  of  new  investment  permitting  the  development 
of  affordable  housing  units. 

Congress  authorized  and  appropriated  $171  million  for  our 
expanded  efforts  to  promote  housing  choice  by  adding  more 
than  4,300  families  to  the  Moving  to  Opportunity  Program, 
and  providing  rental  assistance  and  counseling  to  help 
eligible  low-income  families  move  from  high  poverty  areas  to 
communities  where  poverty  is  less  concentrated. 

Congress  authorized  $100  million  for  our.  new  Innovative 
Homeless  Fund  to  encourage  cities  to  build  new  partnerships 
and  develop  creative  strategies  for  dealing  with  the  crisis 
of  homelessness.   Our  first  grant  of  $20  million  was  for  an 
initiative  with  the  District  of  Columbia.   We  have  also 
designated  the  City  of  Los  Angeles  for  the  second  of  our 
citywide  grants  for  Innovative  Homeless  programs,  and  we 
provided  $25  million  to  innovative  service  providers  around 
the  country  for  activities  to  help  save  lives  during  last 
winter's  bitter  cold. 

Finally,  Congress  authorized  and  appropriated  $20  million 
for  our  new  partnership  with  the  National  Community 
Development  Initiative,  to  build  the  organizational  and 
program  capacity  of  community  development  corporations  to 
produce  and  manage  affordable  housing  and  generate  economic 
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development  in  low-income  neighborhoods.   A  consortium  of 
private  foundations  and  one  large  corporation  are  matching 
HUD  dollars  on  a  three-for-one  basis,  leveraging  an 
additional  $60  million  to  supplement  the  $20  million  HUD 
investment. 

The  Fiscal  Year  1995  Budget  for  HUD  builds  on  the  foundation 
we  have  already  established  for  implementing  the  President's 
housing  and  community  development  agenda.   It  focuses  on  six 
major  goals.  — 


Reducing  Homelessness 

Turning  Around  Public  Housing 

Expanding  Affordable  Housing  and  Homeownership 

Ensuring  Fair  Housing  for  All 

Helping  Communities  Empower  Themselves 

Bringing  Excellence  to  Management 

These  priorities  guide  all  Departmental  activity,  including 
budget  decisions.   Consequently,  funding  for  key  programs  — 
homelessness,  rental  and  homeownership  assistance,  fair  housing 
and  community  investment  —  is  substantially  increased  in  the 
proposed  Fiscal  1995  budget  over  the  1994  appropriated  level.   We 
believe  we  have  proposed  an  ambitious  agenda  that  will  make  a 
difference  in  the  lives  of  people  and  communities. 
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Clearly,  however,  the  Reconciliation  Act  has  compelled  HUD 
to  make  some  hard  choices.   We  have  restructured  many  programs  to 
increase  efficiency  and  generate  savings,  while  minimizing  the 
effects  on  low-income  people  and  the  communities  HUD  serves. 
Programs  and  administrative  activities  have  been  streamlined  and 
consolidation  proposals  are  moving  forward.   Where  possible,  HUD 
has  sought  opportunities  to  leverage  Federal  funds  with 
additional  public  and  private  resources.   As  a  last  resort, 
incremental  funding  levels  for  some  programs  have  been  reduced. 
To  the  extent  possible,  however,  the  Department  has  recommended  a 
series  of  program  reforms  to  help  compensate  for  any  reductions 
in  funding  levels. 

REDUCING  HOMELESSNESS 

Mister  Chairman,  homelessness  is  a  growing  and  troubling 
problem  that  demands  a  priority  response.   The  Budget  we  are 
proposing  more  than  doubles,  to  $1.76  billion,  HUD's  commitment 
to  homeless  assistance.   The  Administration's  request  is  the 
largest  amount  ever  proposed  for  Federal  homeless  programs. 

We  propose  to  couple  this  sharp  increase  in  funding  with  a 
significant  change  in  the  manner  in  which  the  Department  deals 
with  homelessness.   We  will  be  requesting  legislative  authority 
to  reorganize  the  existing  array  of  fragmented  McKinney  Act 
programs  for  the  purpose  of  enabling  communities  to  establish 
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comprehensive  systems  to  meet  the  multi-dimensional  needs  of 
homeless  populations.   This  comprehensive  approach,  called 
"continuum-of-care,"  effectively  links  homeless  individuals  and 
families  with  services  and  will  help  communities  design  and 
implement  systems  that  enable  homeless  persons  to  make  critical 
transitions:   from  the  streets  to  emergency  shelter;  then  to 
transitional  housing;  and  ultimately  to  permanent  housing,  jobs 
and  independent  living. 

We  are  proposing  $1.12  billion  for  reorganized  McKinney  Act 
grant  program  to  support  local  continuum-of-care  systems  to 
assist  homeless  persons  and  help  prevent  future  homelessness. 
This  approach,  besides  helping  coordinate  the  various  aspects  of 
a  comprehensive  homeless  system,  will  help  reduce  administrative 
and  regulatory  burdens  on  local  governments  and  nonprofit 
organizations  that  now  face  a  proliferation  of  categorical 
programs  that  are  subject  to  different  applications,  regulations 
and  procedures. 

The  Budget  also  requests  $130  million  for  the  Emergency  Food 
and  Shelter  Program.   In  order  to  further  improve  the 
coordination  and  delivery  of  homeless  resources,  this  program, 
which  provides  grants  to  nonprofit  homeless  organizations,  would 
be  transferred  from  the  Federal  Emergency  Management  Agency 
(FEMA)  to  HUD. 
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Finally,  Mister  Chairman,  our  Budget  requests  over  $514 
million  from  the  Annual  Contributions  Account  for  15,000  five- 
year  certificates  to  help  homeless  families  obtain  permanent 
rental  housing.   These  certificates  will  provide  the  vital  link 
in  the  continuum-of-care  that  helps  homeless  families  make  the 
successful  transition  from  temporary  shelter  to  permanent 
housing. 

TURNING  AROUND  PUBLIC  HOUSING 

The  recent  controversy  about  gang  warfare  and  police 
searches  in  Chicago's  Robert  Taylor  Homes  has  drawn  the  Nation's 
attention  to  a  fundamental  problem  with  public  housing  in 
America's  large  cities.   Many  public  housing  developments  are 
islands  of  despair,  cut  off  from  the  mainstream  of  urban  life, 
devoid  of  services,  jobs,  businesses,  or  ties  to  wider  community 
institutions. 

At  HUD  we  believe  it  is  time  to  end  "public  housing  as  we 
know  it"  by  radically  changing  the  way  it  is  built,  located, 
managed,  occupied  and  connected  to  the  wider  community.   Our 
vision  is  to  revamp  public  housing  completely  to  make  it  a  source 
of  economic  opportunity,  community  pride,  neighborhood  safety  and 
family  stability.   If  we  are  given  the  tools,  we  will  have  the 
opportunity,  in  city  after  city,  literally  to  transform  the  urban 
landscape  by  converting  high-rise,  overly  concentrated 
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developments  into  safe  and  proud  communities.   I  believe  these 
efforts  will  present  powerful  public  images  that  will  alter 
negative  perceptions  of  public  housing. 

HUD's  Budget  requests  $3.3  billion  for  public  housing 
modernization  and  the  revitalization  of  distressed  public 
housing.   The  $2.8  billion  for  modernization  will  support  housing 
authorities'  efforts  to  fund  physical  and  management  improvements 
of  existing  public  and  Indian  housing.   The  $500  million  for  the 
severely  distressed  public  housing  initiative  will  address  the 
urgent  needs  of  many  of  the  86,000  seriously  troubled  public 
housing  units  nationwide  and  help  the  Department  meet  its  goal  of 
significantly  reducing  the  number  of  severely  distressed  public 
housing  developments  over  a  four-year  period. 

So  far,  multi-million  dollar  grants  have  been  awarded  to  32 
cities  to  transform  severely  distressed  public  housing 
developments.   Through  HOPE  VI,  we  will  work  actively  with  the 
recipients  to  make  sure  that  a  visibly  new  and  different  world  is 
created  by  and  for  public  housing  residents  and  the  surrounding 
community  through  the  changes  that  will  be  made  under  the  terms 
of  the  grants.   We  are  emphasizing  three  types  of  initiatives  for 
HOPE  VI  grant  applications:  physical  redesign,  to  ensure  that 
public  housing  is  well-built  and  well  maintained;  economic 
opportunity,  to  ensure  that  public  housing  provides  real 
opportunity  and  diversity;  and  social  services  to  establish  a 
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healthy  and  secure  family  environment  and  encourage  self- 
sufficiency. 

We  intend  to  use  HOPE  VI  as  a  laboratory  to  draw  on  the 
collective  experience  of  the  public  housing  community  to 
experiment  with  a  wide  range  of  new  initiatives  and  policies 
permissible  within  existing  statutory  constraints.   I  will  give 
HUD's  new  Office  of  Severely  Distressed  and  Troubled  Housing 
Recovery  broad  discretion  to  authorize  a  wide  range  of  local 
initiatives  and  innovations  that  will  free  grantees  from 
cumbersome  restrictions  that  stifle  creative  solutions  with 
respect  to  modernization,  development,  demolition,  disposition 
and  other  activities. 

Let  me  make  it  clear,  however,  that  where  there  are 
statutory  constraints  to  greater  program  flexibility,  I  am 
committed  to  work  with  Congress  to  submit  necessary  legislative 
changes.   Last  Fall,  for  excimple,  the  Senate  passed  S.  1299, 
expanding  program  flexibility  and  reducing  regulatory 
restrictions  for  HOPE  VI.   Since  that  language  was  not  included 
in  the  version  of  S.  1299  that  was  ultimately  sent  to  the 
President,  we  will  be  submitting  similar  provisions  in  our  Fiscal 
1995  authorization  bill. 
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HUD  believes  that  public  housing  should  be  a  source  of  pride 
in  the  community  and  offer  residents  safety,  security  and  the 
opportunity  to  achieve  self-sufficiency.  To  buttress  that  goal, 
Departmental  initiatives  expand  opportunities  for  resident 
management,  emphasize  safety  and  security  from  crime  and  drugs, 
promote  job  creation  for  low-income  residents,  and  expand 
homeownership  opportunities . 

Public  housing  cannot  play  the  role  we  envision  for  it 
unless  it  provides  safety  and  security  for  its  residents.   Our 
effort  to  address  the  crime  problem  in  public  housing  are  an 
integral  part  of  the  Administration's  anti-crime  strategy.   The 
Budget  requests  $265  million  for  the  Community  Partnership 
Against  Crime  (COMPAC)  initiative.   COMPAC  builds  on  the  Public 
Housing  Drug  Elimination  Grant  program  by  broadening  the  level  of 
community  involvement  and  the  scope  of  eligible  anti-crime 
activities,  from  community  policing,  to  security  equipment,  to 
youth  education  and  services. 

COMPAC  is  an  integral  part  of  Operation  Safe  Home,  a 
cooperative  effort  between  HUD,  the  Department  of  Justice  and  the 
Treasury  Department  to  rid  public  and  assisted  housing 
developments  of  drug  dealing,  gang  violence  and  administrative 
corruption.   Between  February  4,  when  it  was  unveiled,  and  March 
30,  Operation  Safe  Home  had  resulted  in  24  arrests,  14 
indictments,  and  more  than  25  weapons  and  $300,000  in  drugs  and 
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cash  recovered.   The  while-collar  component  of  the  anti-crime 
effort  has  yielded  six  indictments  and  a  guilty  plea.   The  multi- 
family  equity-skimming  effort  has  led  to  four  civil  settlements 
requiring  $9.9  million  in  repayments  to  multifamily  projects  and 
$2.1  million  to  HUD,  and  a  double  damages  judgment  of  $1.6 
million.   This  Department  will  have  zero  tolerance  for 
individuals  who  physically  endanger  the  lives  of  public  housing 
residents.   Nor  will  it  tolerate  those  who  divert  public  funds 
from  their  own  personal  gain,  at  the  expense  of  providing  decent 
and  safe  housing  for  low-income  families. 

The  Budget  proposes  to  use  $85  million  of  public  housing 
modernization  funds  for  the  Tenant  Opportunity  Program  (TOP) .   In 
addition  to  technical  assistance  for  the  development  of  resident 
management  capabilities,  TOP  would  support  of  for  economic  uplift 
activities  that  are  sponsored  by  resident  organizations,  such  as 
job  training,  economic  development,  security,  and  other  self- 
sufficiency  programs  that  go  beyond  those  purely  related  to  the 
management  of  public  housing  developments. 

Consistent  with  the  President's  welfare  reform  goals,   we 
are  requesting  a  total  of  $134  million  for  "Opportunities  for 
Residents"  to  help  residents  of  public  housing  gain  employment  in 
productive  jobs  by  linking  the  physical  improvements  and 
operations  of  public  housing  with  job  training,  employment  and 
educational  opportunities. 
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Under  this  Administration,  the  Department  is  taking 
seriously  for  the  first  time  the  mandate  of  Section  3  of  the 
Housing  and  Urban  Development  Act  of  1968  that  jobs  and  training 
opportunities  generated  by  HUD's  housing  and  community 
development  programs  directly  benefit  low- income  residents.   HUD 
will  coordinate  a  series  of  programs  to  help  public  housing 
residents  make  the  transition  from  dependency  to  work.   In 
addition,  the  Department  will  seek  program  reforms  designed  to 
"make  work  pay"  for  public  housing  residents. 

HUD  proposes  $26  million  to  create  Public  Housing  Family 
Investment  Centers  for  job  training  and  other  assistance  that 
will  increase  the  employability  and  self-sufficiency  of  low- 
income  •  residents . 

The  Budget  also  contains  $25  million  for  a  new  program  of 
Economic  Opportunity  Centers  (EOCs)  that  will  provide  training 
and  employment  services  to  low-income  families,  linking  them  with 
jobs  created  on  HUD  assisted  projects.   HUD  expects  that  PHAs 
receiving  funds  for  EOCs  will  use  the  Comprehensive  Grant 
modernization  program  to  provide  employment,  training  and 
contracting  opportunities.   We  expect  that  in  many  cases  Economic 
Opportunity  Centers  will  be  co-located  with  Family  Investment 
Centers  in  order  to  assure  careful  coordination  between  the  two 
programs . 
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Finally,  HUD's  Opportunities  for  Residents  initiative 
includes  funds  for  service  coordinators  to  improve  delivery  key 
services  to  public  housing  residents,  child  care  grants  to  expand 
day  care  programs,  and  Youthbuild,  a  construction  and  jobs 
training  program  for  teenagers  and  young  adults. 

Let  me  add  these  final  notes  on  HUD's  budget  for  public 
housing  programs. 

The  Budget  proposes  $2,496  billion  for  public  housing 
operating  subsidies  for  Fiscal  1995.   HUD  believes  it  will  be 
possible  to  achieve  substantial  savings  in  operating  subsidy 
needs  through  administrative  reforms  and  more  efficient 
operations.   In  addition,  HUD  will  permit  PHAs  to  implement 
several  reforms  to  "make  work  pay"  for  tenants.   These  reforms 
will  help  retain  higher  income  tenants  in  public  housing, 
resulting  ultimately  in  lower  subsidy  needs.   The  end  result  will 
be  a  greater  mix  of  incomes  in  public  housing  developments  and 
wider  opportunities  for  tenants,  leading  to  lower  costs  for  PHAs. 
We  realize, Jaowevex_t__jthat  if  these  reforms  do  not  secure  the 
anticipated  savings,  operating  subsidies  may  not  be  fully  funded. 

Beginning  in  1994,  HUD  will  undertake  an  examination  of  the 
costs  of  performing  public  housing  management  functions,  the 
adequacy  of  the  Performance  Funding  System,  and  appropriate 
performance  standards  for  public  housing  agencies. 
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The  Budget  proposes  $150  million  for  the  development  of  more 
than  1,700  units  of  new  public  housing.   It  is  expected  that 
reductions  in  funding  for  new  units  of  public  housing  will  be 
offset  in  part  by  zero  funding  of  Major  Reconstruction  of 
Obsolete  Projects  (MROP)  —  which  generally  constituted  20 
percent  of  the  public  housing  development  program.  We  believe 
that  the  functions  of  MROP  can  be  met  under'  the  severely 
distressed  public  housing  initiative. 

HUD  is  proposing  other  changes  that  should  lessen  the  impact 
of  this  reduction.   For  example,  HUD  is  proposing  legislation  to 
permit  PHAs  to  use  previously  obligated  modernization  funds  to 
demolish  and  replace  dilapidated  units  where  it  is  would  be  more 
economical  and  socially  preferable,  such  as  in  the  development  of 
lower  density,  mixed-income  communities.   Additionally,  HUD  will 
seek  to  enable  PHAs  to  leverage  public  housing  funds  by  borrowing 
against  further  comprehensive  grant  allocations  and  using  other 
public  and  private  sources  of  capital  for  development  and 
modernization. 

ENSURE  HOUSING  PRODUCTION  AND 

PRESERVE  THE  SUPPLY  OF  AFFORDABLE  HOUSING 

The  goals  of  HUD's  housing  production  and  rental  assistance 
programs  are  to  increase  opportunities  for  homeownership  among 
low-,  moderate-  and  middle-income  families  and  individuals;  to 
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expand  the  availability  of  affordable  rental  housing;  and  to 
preserve  good  quality  multifamily  housing  as  an  affordable 
housing  resource. 

Mr.  Chairman,  we  believe  that  the  Federal  Housing 
Administration  (FHA)  has  benefited  and  will  continue  to  benefit 
from  the  startling  turnaround  in  homeownership  that  began  in 
1993,  when  the  national  homeownership  rate  increased  by  four- 
tenths  of  one  percent,  the  first  significant  increase  since  1979. 

Last  year,  FHA  had  the  second  best  year  in  its  60-year 
history,  insuring  more  than  a  million  mortgages,  including 
400,000  for  first-time  homebuyers.   These  400,000  new  homeowners 
equaled  the  number  represented  by  the  1993  increase  in  the 
national  rate.   This  is  a  fitting  reminder  of  the  important  role 
FHA  can  play  in  expanding  affordable  ownership  opportunities, 
particularly  for  young  families. 

FHA  insurance  remains  a  principal  means  for  low-  and 
moderate-income  families  to  obtain  the  mortgage  financing  they 
need  to  buy  a  home.   Our  proposed  Budget  is  designed  to 
strengthen  FHA's  overall  financial  position  and  enable  it  to 
better  serve  neglected  segments  of  the  market.   However,  we  also 
believe  that  through  its  partnership  with  all  sectors  of  the 
mortgage  market  —  home  builders,  realtors,  financial 
institutions,  the  secondary  market,  State  and  local  governments 
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and  others  —  HUD  can  help  chart  the  course  economy-wide  for 
significant  increases  in  affordable  housing  and  homeownership 
opportunities . 

The  proposed  budget  calls  for  commitment  levels  of  $84.5 
billion  for  FHA  insurance  authority  for  single-family  mortgage 
loans  under  the  Mutual  Mortgage  Insurance  (MMI)  Fund.   The 
current  appropriated  ceiling  is  $64.5  billion.   In  addition,  the 
budget  seeks  an  increase  in  insurance  authority  under  the  General 
Insurance  and  Special  Risk  Insurance  (GI/SRI)  funds  from  the 
current  $13.4  billion  to  approximately  $19.7  billion.   The  GI/SRI 
Funds  support  the  Department's  effort  to  finance  multifamily 
housing,  hospitals  and  nursing  homes,  as  well  as  for  single- 
family  homes  for  low-and  moderate  income  families. 

This  total  level  of  commitment  of  $104  billion  for  the  FHA 
insurance  funds  will  permit  HUD  to  continue  to  reinvigorate  FHA, 
expand  its  basic  programs  for  affordable  housing  and 
homeownership,  and  rebuild  communities. 

•    The  Department  is  seeking  legislative  authority  to 
increase  the  FHA  maximum  mortgage  amount  to  expand 
homeownership  opportunities  in  very  high-cost  states 
where  median  home  prices  exceed  current  FHA  limits. 
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•  The  Budget  supports  a  new  FHA  insurance  program 
designed  to  increase  the  availability  of  FHA  mortgage 
insurance  for  single-family  homes  in  neighborhoods 
undergoing  revitalization  efforts.  This  program  will 
offer  mortgages  with  100-percent  financing  for 
qualified  low-  and  moderate-income  borrowers  purchasing 
homes  in  such  communities. 

•  HUD  is  proposing  to  establish  innovative  demonstrations 
that  use  alternative  mortgage  instruments  insured  under 
FHA  and  partnerships  with  the  Federal  Home  Loan 
Mortgage  Corporation  (Freddie  Mac) ,  the  Federal 
National  Mortgage  Corporation  (Fannie  Mae) ,  Federal 
Home  Loan  Banks  and  their  members,  and  State  and  local 
housing  finance  agencies. 

The  Budget  proposes  a  commitment  ceiling  for  the  Government 
National  Mortgage  Association  (GNMA)  of  $130  billion.   GNMA's 
mortgage -backed  securities  attract  additional  investment  capital 
for  affordable  housing  by  expanding  the  secondary  market  for  home 
loans  insured  or  guaranteed  by  the  FHA,  VA,  and  the  Farmers  Home 
Administration . 

HUD  is  also  offering  innovative  proposals  that  reflect  new 
approaches  to  expanding  homeownership  opportunities. 
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HUD  is  requesting,  for  the  first  time,  $100  million  for  the 
National  Homeownership  Trust.   This  program  will  provide  low-  and 
moderate-income,  first-time  homebuyers  with  vitally  needed 
downpayment  and  closing  cost  assistance  interest  rate  subsidies, 
second  mortgages,  and  other  assistance  to  meet  the  initial  cost 
of  homeownership.   HUD  plans  to  propose  significant  legislative 
changes  in  the  structure  of  the  program  to  ensure  that  it  is  a 
well-targeted  and  effective  tool  for  homeownership. 

The  Budget  proposes  to  more  than  quadruple,  from  $12  million 
to  $50  million,  funding  for  HUD's  counseling  program  to  help 
prepare  low-  and  moderate-income  families  to  make  the  transition 
to  homeownership.   Within  the  counseling  budget,  we  are  proposing 
a  major  change  in  the  emphasis  of  our  homeownership  counseling 
efforts. 

We  propose  to  fund,  for  the  first  time,  national,  State, 
community-based  groups  or  consortia  of  such  groups  with 
demonstrated  experience  in  reaching  out  to  and  assisting 
households  who  have  not  previously  been  in  the  homeownership 
market,  or  households  who  want  to  own  but  have  previously  been 
unsuccessful.   This  expanded  homeownership  and  outreach 
counseling  program  would  remove  barriers  to  homeownership  and 
coordinate  efforts  among  other  programs  designed  to  assist  low- 
income  persons  purchase  homes. 
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The  Department  is  requesting  the  resources  it  needs  for  the  • 
effective  oversight  of  Fannie  Mae  and  Freddie  Mac.   HUD  has  been 
charged  by  Congress  with  establishing  and  enforcing  affordable 
housing  goals  for  these  government-sponsored  enterprises.   This 
is  a  responsibility  the  Department  takes  very  seriously.   We  will 
work  to  ensure  that  in  setting  affordable  housing  goals  for  these 
enterprises  there  will  be  increases  in  home  mortgage  lending  for 
affordable  single  and  multifamily  housing  units  for  low-  and 
moderate-income  borrowers,  residents  of  central  cities,  and 
members  of  racial  and  ethnic  minorities. 

The  Department  also  intends  to  implement  by  early  in  Fiscal 
Year  1995  the  legislative  provisions  that  allows  recipients  to 
use  Section  8  rental  assistance  in  support  of  homeowner ship. 
This  initiative  is  a  key  element  in  the  Department's  efforts  to 
enable  low-income  renters  make  the  transition  to  affordable 
homeownership  and  economic  self-sufficiency. 

The  proposed  Fiscal  Year  1995  budget  reflects  the 
Administration's  strong  commitment  to  rental  assistance  programs. 

The  Budget  provides  over  $2.7  billion  for  incremental  rental 
assistance  in  Fiscal  1995.   We  believe  that  tenant-based  rental 
assistance  is  the  most  flexible  and  timely  means  we  have  of 
addressing  the  diverse  affordable  housing  needs  of  low-income 
families.   Our  Budget  proposes  an  additional  70,000  units  of 
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Section  8  assistance:   45,000  Section  8  rental  certificates  that 
can  be  used  for  Choice  in  Residency,  a  new  initiative  that  gives 
low-income  families  a  broader  range  of  housing  choices;  15,000 
units  to  help  homeless  families  find  permanent  housing;  5,000 
units  for  disabled  individuals;  and  5,000  units  to  support  the 
Department's  pension  fund  initiative. 

The  Department  is  proposing  to  merge  its  two  major  rental 
assistance  programs  into  a  single  certificate  program  that 
captures  the  best  features  of  both  programs  and  retains  tenants' 
ability  to  determine  where  they  will  live  and  how  much  rent  they 
are  willing  to  pay. 

An  additional  4,071  incremental  units  are  provided  in 
connection  with  the  Section  202/811  programs  for  the  elderly  and 
disabled,  and  888  units  are  provided  for  housing  opportunities 
for  persons  with  AIDS. 

The  Budget  also  provides  $4.3  billion  to  renew  expiring 
Section  8  rental  assistance  contracts.   This  will  support  over 
140,000  currently  assisted  families. 

The  Department  is  committed  to  funding  rental  subsidies  and 
credit  enhancement  to  increase  the  production  of  affordable 
rental  housing  for  lower  income  families. 
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private  housing.  This  funding  is  an  essential  element  of  the 
Administration's  effort  to  ensure  that  the  Nation's  private 
housing  stock  is  safe,  affordable  and  environmentally  sound.   In 
addition,  the  Department  has  established  a  task  force  on  lead- 
based  paid  hazard  reduction  and  financing,  to  make 
recommendations  to  HUD  and  EPA  on  .how  to  reduce  lead  paint 
hazards  in  privately  owned  housing. 

ENSURING  FAIR  HOUSING  FOR  ALL 

HUD  is  committed  to  combatting  discriminatory  practices  in 
the  housing  marketplace  and  in  federal  programs.   As  I  have  said 
in  the  past,  we  are  changing  the  way  we  do  business,  and  we  mean 
business.   Families  and  individuals  have  a  right  to  live  in 
neighborhoods  of  their  choice.   Communities  must  have  fair  access 
to  private  mortgage  loans  and  to  homeowners  insurance. 

HUD  is  vigorously  enforcing  the  Nation's  fair  housing  laws, 
and  we  are  committed  to  creative  metropolitan-wide  housing  and 
community  development  strategies  that  ensure  open  housing  choice 
for  all.   In  the  past  year,  we  have  taken  tough  measures  to 
integrate  public  housing  in  Vidor,  Texas. 

We  are  also  taking  steps  to  make  sure  that  mortgage  lenders 
observe  fair  housing  and  lending  laws.  Working  with  the 
Department  of  Justice,  the  Comptroller  of  the  Currency  and  other 
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financial  regulators,  HUD  has  issued  a  Policy  on  Fair  Mortgage 
Lending,  and  this  group  of  regulators-  has  organized  an 
Interagency  Task  Force  on  Fair  Lending  to  develop  a  coordinated 
approach  to  address  discrimination  under  the  Equal  Credit 
Opportunity  and  Fair  Housing  Acts. 

The  Budget  we  are  proposing  will  advance  geographic 
mobility,  freedom  of  housing  choice,  neighborhood  opportunity, 
and  residential  diversity. 

The  Budget  proposes  $149  million  for  Choice  in  Residency 
(CIR)  counseling  grants  to  help  families  living  in  areas  with 
high  concentrations  of  poverty  or  racial  separation  to  gain  a 
real  opportunity  to  move  to  other  neighborhoods.  The  proposed 
CIR  funding  level  would  support  counseling  for  between  215,000 
and  300,000  families.   This  counseling  program  would  be  made 
available  to  all  nonelderly  families  participating  in  the  Section 
8  certificate  or  voucher  programs.   We  also  intend  to  encourage 
greater  landlord  participation  in  the  Section  8  program  by  ending 
current  disincentives  to  renting  to  Section  8  tenants. 

We  are  also  asking  for  $33  million  to  expand  support  for  the 
Fair  Housing  Initiatives  (FHIP)  and  Fair  Housing  Assistance 
(FHAP)  programs,  a  combined  increase  of  $8  million  in  budget 
authority  for  the  two  programs.  These  two  initiatives  enable  HUD 
to  provide  support  for  nonprofit  groups  and  State  and  local 
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governments  to  engage  in  aggressive  testing  and  enforcement  of 
the  Nation's  fair  housing  laws.   The  Department  is  also 
requesting  $2  million  to  expand  its  enforcement  into  the  areas  of 
mortgage  lending  and  property  insurance  redlining  by  creating 
special  units  within  the  Office  of  Fair  Housing  and  Equal 
Opportunity. 

For  the  first  time,  the  Budget  asks  for  $24  million  for 
metropolitan-wide  assisted  housing  strategies.   This  program  will 
support  three  demonstration  projects  implementing  comprehensive 
residential  choice  strategies.   HUD  will  assist  private, 
nonprofit  organizations  selected  by  consortia  of  general  local 
governments,  which  will  work  to  expand  housing  opportunities  for 
low-income  families  by  coordinating  tenant  selection,  assignment 
and  counseling  services  throughout  metropolitan  areas.   The 
majority  of  HUD's  funding  will  support  regional  planning  and 
counseling.   However,  $9  million  is  proposed  for  central  city  PHA 
modernization,  as  a  set-aside  with  the  Annual  Contributions 
Account,  for  the  purpose  of  rehabilitating  and  providing 
attractive,  safe  public  housing.   This  proposal  is  critical  to 
the  Department's  goal  of  ending  the  separation  by  race  that 
characterizes  too  many  urban  areas. 

In  addition,  Mr.  Chairman,  Executive  Order  12892,  issued 
January  17,  1994,  established  the  President's  Fair  Housing 
Council,  chaired  by  the  Secretary  of  HUD.   This  Council  should 
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stimulate  enhanced  efforts  to  further  fair  housing  by  other 
Federal  financial  regulatory  agencies,  and  by  the  Departments  — 
Agriculture,  Veterans  Affairs  and  Defense  —  that  provide  or 
support  housing  and  community  development  programs. 

Our  budget  also  requests  $557  million  for  two  housing 
programs  designed  to  help  persons  with  disabilities  .   This 
includes  $387  million  —  the  1994  enacted  level  —  for  the 
Section  811  program  to  build  service-enriched  affordable 
multifamily  housing,  and  a  set-aide  from  the  annual  contributions 
account  of  $170  million  for  5,000  rental  certificates  for  persons 
with  disabilities  to  achieve  independent  living  and  greater  self- 
sufficiency. 

HELPING  COMMUNITIES  EMPOWER  THEMSELVES 

HUD  is  rapidly  becoming  a  positive  force  as  our  Nation's 
communities  endeavor  to  rebuild  themselves.   HUD's  community  and 
economic  development  programs  are  being  redesigned  to  give 
communities  the  flexibility  and  discretion  they  require  to 
develop  strategies  tailored  to  local  needs,  and  to  provide  them 
with  the  tools  and  resources  they  need  to  carry  out  those 
strategies. 

The  Department's  budget  for  community  empowerment  emphasizes 
comprehensive,  integrated  solutions  that  help  build  thriving 
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economies,  affordable  housing,  safe  streets,  accessible 
transportation,  civic  pride,  recreational  facilities  —  all  of 
the  components  necessary  for  community  success. 

We  have  a  strong  commitment  to  sustain  the  Community 
Development  Block  Grant  program  (CDBG) ,  and  therefore  propose 
$4.4  billion  —  maintaining  the  substantial  level  appropriated 
for  CDBG  in  Fiscal  1994. 

The  Department  also  proposes  three  new  initiatives  that  will 
fill  critical  gaps  in  the  arsenal  of  tools  for  revitalizing  urban 
communities:   Neighborhood  Leveraged  Investments  for  Tomorrow 
(LIFT) ,  the  Zone  Economic  Development  Initiative  (ZEDI) ,  and  the 
Community  Viability  Fund.   A  fourth  Administration  community 
revitalization  effort,  the  Economic  Development  Initiative,  was 
authorized  in  the  recently  enacted  Multifamily  Housing  Property 
Disposition  Reform  Act  of  1994,  and  we  are  seeking  funding  for 
that  program. 

The  Administration  is  requesting  $200  million  for  LIFT. 
This  program  would  fund  neighborhood  projects  —  for  example, 
shopping  centers,  other  retail,  office,  and  commercial 
developments,  light  industrial  projects,  or  mixed  use 
developments  —  that  are  sorely  needed  to  generate  jobs,  build  an 
economic  base,  and  provide  vitally  needed  services  low  and 
moderate  income  urban  neighborhoods.   LIFT  would  help  localities 
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and  community-based  organizations  develop  and  implement 
neighborhood  revitalization  projects,  and  it  would  also  provide  a 
pool  of  funds  to  leverage  private  investment  for  neighborhood- 
based  economic  development.   We  estimate  that  the  $200  million 
proposed  for  LIFT  will  generate  $600  million  to  $1  billion  in 
additional,  non-Federal  investment. 

Under  the  Zone  Economic  Development  Initiative,  HUD  proposes 
to  make  up  to  $500  million  in  grants  to  localities  with 
Empowerment  Zones  and  Enterprise  Communities,  to  help  them 
implement  their  strategic  plans  for  economic  revitalization. 
Local  governments  in  which  Zones  and  Communities  have  been 
designated  would  be  able  to  use  their  funds  to  address  a  mix  of 
economic  revitalization  and  housing  needs  at  local  discretion, 
such  as  expanding  business  opportunities  and  job  creation 
activities  and  project-based  rental  assistance  or  other  very  low- 
income  housing  initiatives.   ZEDI  is  designed  to  provide  for 
physical  development  activities  that  complement  the  funding  for 
human  services  through  the  Title  XX  Social  Services  Block  Grant 
program,  as  well  as  the  tax  benefits  from  Zone  and  Community 
designation. 

The  Community  Viability  Fund,  which  HUD  proposes  to  fund  at 
$150  million,  will  help  build  the  organizational  capacity  of 
community-based  groups  and  institutions,  to  strengthen  the  civic 
culture,  fund  the  design  and  development  of  public  amenities,  and 
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support  the  strategic  planning  essential  for  neighborhood  and 
metropolitan  growth.   This  a  specially-designed  new  fund  is 
effectively  the  glue  that  holds  this  package  of  economic 
development  proposals  together. 

Mr.  Chairman,  from  the  Community  Viability  Fund  we  propose 
$20  million  for  the  National  Community  Development  Initiative 
(NCDI) ,  which  you  funded  last  year.   NCDI  has  been  instrumental 
in  increasing  the  capacity  and  scope  of  community  development 
corporations  (CDCs) ,  which  today  develop  and  manage  a  rapidly 
growing  portion  of  the  nation's  low-income  housing  portfolio. 
The  federal  investment  will  match  more  than  $60  million  in 
philanthropic  funds  —  and  the  combined  pool  of  over  $80  million 
is  leveraged  further  at  the  community  level  to  support  locally 
initiated  affordable  housing  and  community  development 
activities. 

The  Department  is  requesting  $150  million  in  grants, 
including  UDAG  recaptures,  for  the  Economic  Development 
Initiative,  to  assist  the  financing  of  projects  under  HUD's 
Section  108  loan  guarantee  program.  The  Section  108  program, 
which  is  currently  underutilized,  has  the  potential  to  unlock 
local  investment  to  meet  a  wide  range  of  community  development 
needs.  By  effectively  sharing  the  risk  with  recipients  of 
Section  108  loans,  the  Department  can  leverage  up  to  $2  billion 
for  community  economic  development. 
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Finally,  Mr.  Chairman,  the  Administration  is  concerned  about 
the  severe  housing  and  community  development  needs  of  distressed 
settlements  —  Colonias  —along  the  Southwester  border  in  the 
States  of  California,  Arizona,  Texas  and  New  Mexico.   These  areas 
are  characterized  by  inadequate  roads  and  drainage,  inadequate  or 
nonexistent  water  and  sewer  facilities,  and  seriously  substandard 
housing.   We  are  proposing  $100  million  for  a  new  program  to 
support  the  community  development  needs  of  Colonias.   To  receive 
assistance,  eligible  areas  would  be  required  to  develop  a 
comprehensive  plan  for  the  use  of  HUD  funds  in  conjunction  with 
other  Federal  and  State  resources  to  help  meet  critical  housing, 
infrastructure  and  social  service  needs. 

BRINGING  EXCELLENCE  TO  MANAGEMENT 

Mr.  Chairman,  as  you  know,  the  new  HUD  team  inherited  an 
agency  racked  by  long-standing  management  deficiencies.   Three 
systemic  weaknesses  —  the  lack  of  adequate  information  systems, 
the  absence  of  sufficient  internal  controls,  and  the  mismatch 
between  resource  needs  and  trained  personnel  —  severely 
inhibited  HUD's  ability  to  function  as  an  effective  partner 
with  America's  communities.   Some  would  say  that,  not  only  had 
HUD  fallen  from  its  role  as  the  Nation's  primary  advocate  for 
affordable  housing  and  urban  revitalization,  it  had  become  an 
impediment  to  progress.  We  are  committed  to  making  dramatic 
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improvements  in  HUD's  performance,  and  we  want  to  be  accountable 
for  doing  so. 

I  want  to  highlight  our  progress  and  our  goals  in  a  number 
of  critical  management  areas. 

First,  as  part  of  the  National  Performance  Review,  HUD 
identified  opportunities  to  streamline  its  organizational 
structure  and  make  it  more  responsive  to  its  customers.   We  have 
instituted  a  Departmental  reorganization  that  makes  major  changes 
in  the  way  our  regional  and  field  offices  do  business  and  gives 
program  areas  direct  line  authority  over  their  field  staff.   We 
have  challenged  field  managers  to  become  more  involved  in  solving 
problems  in  their  communities,  and  we  are  taking  steps  to  ensure 
local  coordination  of  customer  service. 

Each  program  and  administrative  area  of  the  Department  is 
currently  implementing  this  reorganization.   As  a  result,  the 
Department  expects  to  speed  decisionmaking  and  reallocate  work 
from  oversight  and  review  activities  to  activities  that  improve 
asset  management  and  increase  service  to  customers.  Our  attempt 
to  make  better  use  of  our  human  resources  will  allow  the 
Department  to  function  more  effectively  with  only  a  modest 
increase  in  Full  Time  Equivalent  Positions  (FTE)  to  13,374. 
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Mr.  Chairman,  I  think  it  is  significant  that  the 
Administration  has  recognized  the  special  problems  faced  by  the 
Department,  by  recommending  an  increase,  albeit  modest,  in 
staffing  levels.   The  material  weaknesses  we  inherited,  such  as 
those  in  multifamily  loan  servicing  and  property  disposition, 
could,  if  not  addressed,  drive  up  Federal  liabilities.   In 
addition,  the  new  initiatives  we  are  proposing  are  signature 
initiatives  of  the  Administration,  and  will  require  adequate, 
well-trained  staff  to  implement. 

The  budget  for  FTEs  for  new  activities  will  come  primarily 
from  shifting  them  from  now  defunct  activities  such  as  regional 
oversight.   Our  Fiscal  1995  Budget  seeks  a  substantial  $1.7 
million  increase  in  funding  for  training  activities  to  aid  the 
professional  development  both  of  HUD  employees  and  those  who  use 
our  programs. 

The  process  of  Reinventing  HUD,  which  began  last  year,  has 
enabled  us  to  clarify  the  Department's  mission  and  priorities  and 
take  steps  to  ensure  that  our  programs,  policies  and  procedures 
focus  on  those  goals.   We  have  taken  a  number  of  actions 
administratively  to  streamline,  consolidate  and  overhaul  program 
operations  and  management  consistent  with  Departmental 
objectives.   Other  actions  are  proposed  for  implementation  in 
Fiscal  Year  1995.   Some  of  them  are  outlined  in  our  Budget 
submission,  and  will  require  the  support  or  at  least  the 
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acquiescence  of  HUD's  Congressional  appropriations  and 
authorizing  committees. 

We  realize  that  you  requested  in  the  Fiscal  1994 
Appropriation,  a  full  report  on  our  efforts  to  consolidate, 
streamline  and  otherwise  transform  our  operations.   This  report 
is  now  undergoing  Departmental  review  and  will  be  transmitted  as 
soon  as  possible.   I  believe  it  will  reflect  the  sincere  efforts 
made  by  HUD  to  address  your  concerns  about  the  proliferation  of 
HUD  program  and  management  responsibilities. 

Our  thorough  review  of  HUD  programs  and  procedures  has 
enabled  us  to  identify  a  series  of  program  reforms  that  will  save 
$436  million  in  Fiscal  1995  outlays  and  nearly  $7  billion  in 
outlays  over  a  five-year  period.   Inclusion  of  these  reforms  will 
enable  HUD  to  meet  Reconciliation  Act  ceilings  in  out-years, 
help  us  focus  on  the  six  priorities  the  Administration  has 
established  for  the  Department,  and  simplify  program 
administration.   Following  are  some  of  the  most  critical  reforms: 

First,  the  Department  plans  to  go  forward  with  a  regulatory 
change  that  will  set  fair  market  rents  (FMR)  at  the  40th 
percentile  of  rents  paid  by  recent  movers,  instead  of  the  4  5th 
percentile.   This  will  result  in  approximately  a  3  percent 
reduction  in  FMR  nationwide  and  reduce  HUD  subsidy  costs. 
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Second,  the  Department  intends  to  pursue  vigorously  those 
recipients  and  applicant  for  rental  assistance  who  provide 
inaccurate  or  incomplete  income  data  to  public  housing  agencies 
and  owners.   This  effort  will  help  to  ensure  that  the  levels  of 
assistance  are  appropriate  and  that  HUD  provides  the  correct 
amount  of  assistance  to  those  families  that  are  truly  eligible  to 
receive  it. 

Third,  the  Department  is  recommending  a  package  of  budget- 
saving  changes  for  assisted  housing.   These  changes  will  lower 
assistance  for  projects  that  can  best  manage  without  it. 

•  HUD  will  not  provide  rent  increases  in  Section  8  new 
construction  and  substantial  rehabilitation  projects 
that  have  rents  exceeding  average  local  market  rents 
for  comparable  unassisted  nonluxury  housing. 

•  HUD  will  terminate  Section  8  loan"  management  subsidies 
when  tenants  vacate  units  in  fundamentally  unsound 
projects.   Loan  management  was  meant  primarily  for 
short-term  gap  financing  to  cover  operating  deficits  in 
troubled  projects,  but  has  moved  away  from  that  goal. 

•  HUD  will  cap  rent  increases  for  units  in  which  tenants 
"stay".   This  more  closely  tracks  the  way  rent  increase 


60 


36 
work  in  unassisted  housing.   Less  turnover  means  less 
cost  to  owners. 

Some  of  the  projects  affected  by  these  changes  will  have 
little  difficulty  accommodating  them.   However,  the  changes  will 
force  a  portion  of  the  most  financially  distressed  projects  into 
the  HUD-held  inventory  where  prices  and  financing  can  be 
restructured.   As  a  matter  of  policy,  the  Administration  believes 
that  public  confidence  in  HUD  programs  is  undermined  whenever  HUD 
is  seen  as  paying  rents  well  above  normal  market  rates  or 
continuing  to  subsidize  undeserving  projects. 

Fourth,  the  Department  is  proposing  to  change  the  Section  8 
administrative  fee  system.   The  Department  proposes  to  establish 
an  on-going  fee  of  7.65  percent  of  an  inflation-adjusted  base 
amount  for  the  first  1,000  units  of  a  PHA's  program  and  7  percent 
for  all  additional  units.   This  action  will  increase  the  level  of 
reimbursement  for  smaller  PHAs  operating  in  nonmetropolitan  and 
rural  areas  that  traditionally  have  been  underfunded  under  the 
current  fair  market  rent-based  formula,  while  achieving  savings 
from  programs  operated  by  large  urban  PHAs  with  high  FMRs  that 
have  generally  been  overfunded.  The  Department  will  shortly  be 
transmitting  to  your  Subcommittee  a  requested  report  on  PHA 
administrative  fees. 
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Finally,  HUD  would  add  as  a  Federal  preference  for  admission 
to  public  and  assisted  housing,  a  preference  for  those  low-income 
families  who  are  working  but  would  otherwise  meet  federal 
preference  requirements.   HUD  believes  that  working  families  can 
serve  as  role  models  for  others  in  assisted  housing  communities. 
In  addition,  it  encourages  a  greater  mix  of  incomes  in  projects 
and  increases  tenant  rent  contributions,  which  reduces  HUD 
subsidy  requirements. 

As  an  additional  note,  we  share  Congress's  concern  about  the 
quality  of  the  Department's  financial  systems.   We  know  that  our 
ability  to  manage  our  programs  effectively  and  to  project  our 
budgetary  needs  accurately  depends  on  a  continued  commitment  to 
systems  development.   In  Fiscal  1995  we  will  spend  $30  million  on 
financial  systems  integration.   Intensive  project  management  has 
been  undertaken  to  stimulate  progress  of  the  development  of  new 
data  processing  systems  for  the  Department's  largest  program, 
Section  8  subsidies.   In  addition,  the  Office  of  Housing's 
CFS/TRACS  system  has,  for  the  first  time  in  the  Department's 
history,  computerized  all  Section  8  contracts.   The  system  is 
receiving  data  electronically  from  project  owners  and  will  be 
processing  payment  vouchers  by  the  end  of  calendar  year  1994. 

As  part  of  the  Department's  commitment  to  integrate  all  of 
its  financial  systems,  the  Administrative  Accounting  Systems  will 
be  put  in  place  in  September  of  this  year,  in  time  to  begin 
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operations  at  the  beginning  of  Fiscal  1995.   This  system  is  the 
backbone  of  the  Department's  accounting  effort. 

CONCLUSION 

Mr.  Chairman,  let  me  conclude  by  outlining  the  key 
principles  that  underlie  our  budget  request. 

First,  we  are  being  disciplined.   Our  budget  is  guided  by 
our  six  key  priorities.   Decisions  to  increase  and  cut  programs 
are  based  on  hard  choices.   We  have  tightened  organization, 
streamlined  operations,  and  focused  resources  to  achieve  maximum 
impact . 

Second,  we  are  being  entrepreneurial.  HUD  is  actively 
seeking  partnerships  to  leverage  its  limited  budget.   Pension 
funds,  foundations,  State  housing  finance  agencies,  the  secondary 
mortgage  market  and  private  investors  are  some  of  our  new 
partners  in  sharing  risks  and  leveraging  investments  in  housing 
and  communities. 

Third,  we  are  being  innovative.   The  Department  is  making 
changes  to  streamline  and  improve  programs  and  experiment  with 
new  ideas,  such  as  continuum-of-care  to  deal  with  homelessness, 
Job  Opportunities  for  Residents,  COMPAC  and  Safe  Home  operation 
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to  deal  with  crime,  and  Choice  in  Residency  for  low-income 
renters  to  expand  their  housing  opportunities. 

Fourth  and  most  important,  we  are  being  a  partner  with 
America's  communities.   From  Empowerment  Zones  and  Enterprise 
Communities  to  the  National  Community  Development  Initiative,  HUD 
is  working  together  with  local  governments,  the  private  sector, 
and  neighborhood  organizations  to  fulfill  its  mission  of  helping 
people  create  communities  of  opportunity.   Partnership  is  the 
best  way  to  leverage  HUD's  resources  and  produce  real  results 
improving  peoples'  lives  and  community  environments. 

Mr.  Chairman,  the  budget  we  propose  for  1995  is  the  product 
of  a  tough  and  disciplined  approach.   Our  hard  decisions  were 
based  both  on  our  six  program  and  management  priorities  and 
President  Clinton's  commitment  to  reducing  the  deficit.   I 
believe  it  enables  us  to  continue  working  effectively  to  fulfill 
our  affordable  housing,  community  development  and  urban 
responsibilities  to  the  American  people  and  to  move  forward  in 
achieving  our  mission.   I  respectfully  request  that  your 
Subcommittee  give  us  the  flexibility  we  need  to  pursue  the 
innovative  approaches  we  have  proposed,  and  I  look  forward  to 
working  with  you  to  achieve  the  goals  for  our  people  and 
communities  that  I  know  we  both  share. 
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secretary's  priorities 

Mr.  Stokes.  Thank  you  very  much,  Mr.  Secretary.  I  appreciate 
the  time  you  have  taken  to  give  us  such  a  clear  explanation  with 
reference  to  both  your  priorities  for  the  Department  and  what  some 
of  your  goals  and  aspirations  are  for  the  various  programs.  I  know 
that  the  presentation  you  made  this  morning  is  based  upon  your 
own  personal  experience,  because  as  you  said,  you  have  been  in 
Cleveland.  You  spent  time  there  looking  at  public  housing  with  me 
not  on  just  one  occasion,  but  on  two  or  three  occasions. 

I  guess  my  concern  is  that,  as  you  know,  we  are  confronted  with 
a  602(b)  allocation  problem.  In  fact,  at  around  1:45  today,  the  full 
committee  Chairman  has  called  a  meeting  of  the  13  subcommittee 
chairpersons,  for  initial  discussion  along  the  lines  of  what  602(b)  is 
going  to  mean  to  us  this  year.  Of  course,  you  are  aware  of  the  vari- 
ance between  OMB's  estimate  of  the  President's  budget  and  the 
CBO  estimate,  and  the  fact  that  we  are  looking  at  a  $3.1  billion 
difference  there. 

In  addition,  I  think  it  goes  without  saying  that  we  are  not  going 
to  have  the  money  to  do  all  of  the  proposed  increases  that  you  are 
proposing. 

Unidentified  Man.  That  is  absolutely  ridiculous.  There  is  plenty 
of  money.  You  know  that  you  are  going  to  go  down  in  history  as 
a  black  person  to  sit  on  the  subcommittee  and  allow  this  kind  of 
nonsense  to  take  place.  Millions  of  Americans  are  going  to  be  on 
the  streets  because  of  the  Wei  of  funding  of  this  budget.  This  is 
atrocious. 

I  am  not  saying  the  government  made  it  happen,  but  if  you  allow 
this  bill  with  the  level  of  funding  to  go  through,  millions  of  people 
in  America  are  going  to  be  on  the  streets.  I  am  very,  very  sorry. 
I  think  that  what  you  are  doing,  all  the  ideals  are  wonderful,  but 
the  level  of  funding  belies  what  you  are  saying.  You  are  a  hypocrite 
and  you  are  going  to  be  putting  millions  of  people  on  the  streets. 
I  am  disgusted  to  know  you. 

Secretary  Cisneros.  Mr.  Chairman,  the  gentleman  runs  a  home- 
less facility  here  in  the  district,  called  the  Olive  Branch.  And  this 
is  the  third  time  in  three  weeks  that  he  has  had  an  outburst  such 
as  that  at  a  time  when  I  have  spoken.  And  the  previous  two  times 
the  venom  was  directed  at  me,  so  today  it  was  your  turn. 

I  think  it  is  ironic,  the  fact  that  he  is  employed  by  a  place  named 
the  Olive  Branch. 

Mr.  Stokes.  Well,  I  think  my  own  record  in  terms  of  housing 
stands  on  its  own  merits,  as  does  yours.  So  that  does  not  disturb 
me  at  all. 

The  other  problem,  of  course,  is  that  some  of  the  proposed  reduc- 
tions in  your  budget  probably  will  not  be  accepted  by  the  sub- 
committee. I  guess  what  I  would  like  to  ask  you  at  this  time  is  how 
you  would  prioritize  the  increases  that  you  have  requested? 

Secretary  Cisneros.  Well,  Mr.  Chairman,  I  think  the  way  that 
I  could  do  that  is  to  go  right  down  the  list  of  these  priorities  and 
tell  you  what  I  think  are  the  most  important  items.  I  am  told  that 
between  increases  and  new  programs,  it  comes  to  something  like 
18  items.  Clearly  I  would  like  to  hold  the  increase  in  the  homeless 
funds. 
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There  is  a  tremendous  need  out  there.  We  recently  had  an  appli- 
cation for  some  $25  million  and  the  amount  of  money  applied  for — 
the  amount  of  applications  that  came  in  was  almost  $1  billion  dol- 
lars. That  is  how  much  there  is  out  there  in  demand  from  the  non- 
profits for  homeless  assistance.  So  I  would  like  to  hold  the  home- 
less money,  and  in  particular  I  would  like  to  hold  the  use  of  Section 
8  vouchers  for  homeless  persons. 

I  think  that  we  are  going  to  have  to  find  a  way  to  get  homeless 
families  out  of  shelters.  And  this  is  an  important  vehicle.  So  that 
would  be  first  priority. 

Second,  in  the  turning  around  public  housing,  I  would  sure  like 
to  hold  the  HOPE  VI  funds  at  the  requested  level  of  $500  million. 
You  know  what  that  means.  It  is  the  only  vehicle  we  have  now  to 
take  an  entire  public  housing  development  and  turn  it  around.  And 
it  is  the  largest  money  we  have  to  work  with  on  that  score. 

In  the  area  of  expanded  housing  production,  I  think  the  home- 
ownership  trust,  $100  million  that  we  are  asking  for  a  downpay- 
ment  assistance  program  would  be  important.  Under  fair  housing, 
we  need  the  counseling  and  mobility  funds.  And  in  the  assistance 
to  communities  empowering  themselves,  the  President's  priority  is 
the  empowerment  zones  and  enterprise  communities,  and  we  have 
asked  for  $500  million  to  be  our  part  of  that  initiative.  So  those 
would  be  five  things  that  I  would  mention  out  of  the  so-called  18. 

NEIGHBORHOOD  LIFT  PROGRAM 

Mr.  Stokes.  Tell  us  how  you  propose  that  the  $200  million  you 
have  requested  for  the  neighborhood  Leveraged  Investments  For 
Tomorrow  program  be  funded?  I  understand  that  you  no  longer 
propose  funding  it  from  the  CDBG  program,  correct? 

Secretary  ClSNEROS.  That  is  correct,  yes,  sir.  We  hope  that  we 
will  be  able  to  get  funding  for  that.  Let  me  ask  Bruce  if  we  have 
any  particular  place  we  have  identified  for  the  $200  million. 

Mr.  Katz.  We  are  working  with  OMB  on  setting  aside  $200  mil- 
lion from  the  Annual  Contributions  account  for  the  LIFT  program. 
And  we  hope  that  we  get  a  budget  amendment  to  this  committee, 
hopefully  by  Thursday  or  Friday  at  the  latest. 

Secretary  ClSNEROS.  That  is  a  late-breaking  conversation  with 
OMB.  But  you  are  right.  That  would  allow  us  not  to  have  to  do  it 
as  a  set-aside  from  CDBG.  As  you  know,  the  Community  Develop- 
ment Block  Grant  is  a  closely  guarded  program  by  the  communities 
and  though  they  understand  and  have  asked  for  something  like 
LIFT,  they  did  not  want  it  to  come  from  within  the  level  of  appro- 
priation for  CDBG. 

SECTION  8  PROPERTY  DISPOSITION  PROGRAM 

Mr.  Stokes.  Let  me  also  ask  you  how  you  propose  funding  the 
Section  8  Property  Disposition  Program  in  1995?  As  you  know,  the 
recently  enacted  property  disposition  legislation  did  not  include  the 
proposed  conversion  of  this  program  to  the  mandatory  category. 

Secretary  ClSNEROS.  Bruce,  do  you  want  to  respond,  or  Nic? 

Mr.  Katz.  We  propose  shifting  funding  for  the  Section  8  property 
disposition  certificates  to  the  mandatory  side  of  the  budget.  And 
that  is  because  we  are  basically  living  under  Congressional  man- 
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date  to  ensure  the  continued  affordability  of  units  in  that  program. 
And  given  that  this  is  a  mandate  imposed  on  the  Department  on 
the  operation  of  this  program,  we  do  propose  shifting  it  to  that 
side. 

Mr.  Stokes.  How  would  you  propose  to  cover  these  costs,  that  is 
$733  million  in  1995,  and  $4.5  billion  over  a  5-year  period,  if  the 
legislation  to  make  property  disposition  a  mandatory  program  is 
not  enacted? 

Mr.  Katz.  We  hope  not  to  cross  that  bridge. 

Mr.  Stokes.  I  am  sure  you  do  not. 

Mr.  Katz.  We  haven't  identified  a  particular  area  where  the  $733 
million  would  come  from  at  this  point. 

PRESERVATION  PROGRAM 

Mr.  Stokes.  Now,  we  have  heard  that  the  Preservation  Program 
will  require  additional  funding  in  1995.  One  estimate  is  that  $350 
million  to  $525  million  may  be  required. 

The  budget  assumes  that  the  carryover  from  1994  will  be  suffi- 
cient to  fund  the  program  in  1995.  Does  the  Department,  Mr.  Sec- 
retary, now  believe  additional  funds  will  be  required  for  the  Preser- 
vation Program  in  1995? 

Mr.  Retsinas.  No.  Mr.  Chairman,  not  at  this  time.  We  are  mak- 
ing a  number  of  changes  in  the  Preservation  Program.  We  wanted 
to  proceed  more  expeditiously,  but  at  this  point  in  time  we  believe 
there  are  sufficient  carryover  funds  to  take  us  through  1995. 

Mr.  Stokes.  Is  the  Department  committed  to  providing  funds  for 
the  Preservation  Program  on  an  as-needed  basis? 

Mr.  Retsinas.  That  is  the  law.  We  will  follow  the  law.  And  if  it 
proceeds  more  expeditiously,  we  will  identify  ways  in  which  we  can 
honor  those  commitments. 

NUMBER  OF  PROPOSED  NEW  PROGRAMS 

Mr.  Stokes.  Mr.  Secretary,  the  Department  is  proposing  a  num- 
ber of  new  programs  in  1995.  How  many  new  programs  are  being 
proposed? 

Secretary  ClSNEROS.  I  am  told  that  the  operative  figure  is  18, 
though  in  several  cases  they  are  not  really  new  programs,  but  they 
have  been  identified  because  they've  not  appeared  in  previous 
budgets  as  new.  For  example,  when  we  ask  for  a  Section  8  voucher 
set-aside  for  the  disabled,  or  Section  8  vouchers  for  homeless  per- 
sons, those  are  counted  as  two  new  programs,  even  though  they  are 
Section  8  programs  that  have  existed  for  a  long  time.  But  the  an- 
swer to  the  question  in  terms  of  any  new  budget  authority  that  we 
are  requesting  is  18. 

FUNDING  NEEDED  FOR  INITIATIVES 

Mr.  Stokes.  Do  you  have  for  us  a  total  dollar  amount  requested 
for  these  new  programs? 

Secretary  ClSNEROS.  I  don't  have  that  offhand,  because  we  don't 
normally  count  it  that  way.  About  $3.8  billion  is  what  I  am  told. 

Mr.  Stokes.  All  right,  $3.8  billion? 

Secretary  Cisneros.  Yes,  sir. 
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STAFFING  REQUIRED  FOR  INITIATIVES 

Mr.  Stokes.  What  are  the  staffing  estimates  for  each  of  these 
new  programs?  How  many  FTE? 

Secretary  Cisneros.  We  don't  have  that  information  now,  sir.  We 
will  have  to  get  that  for  you. 

Mr.  Stokes.  Provide  it  for  the  record  for  us. 

Secretary  Cisneros.  Yes,  sir. 

[The  information  follows:] 
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Staffing  Required  for  New  Initiatives 

Houaing  Proorama.   Following  are  the  estimates  of  FTEs  to  be  deployed  in 
carrying  out  the  Bousing  initiatives : 

National  Homeowner  a  hip  Trust 2  PTE 

Section  235  Refinancing 30  FTE 

Urban  Revitalization  Insurance — FHA 17  FTE 

FBA  Single  Family  Purchase  Honey  Mortgages.  34  FTE 

FHA  Multif amily  Bridge  Loans 13  FTE 

Total 96  FTE 

Housing  FTEs  will  be  redeployed  from  other  activities  and  within  current 
staffing  levels.   The  estimates  were  based  on  workloads  contained  in  the 
program  budgets,  judgement,  and  experience  with  existing  programs.   Bousing  is 
currently  engaged  in  ways  to  simplify  work  and  perform  more  effectively  and 
efficiently.   This  is  expected  to  free  enough  staff  to  work  on  the  new 
initiatives  in  1995,  if  enacted. 

Public  and  Indian  Housing.   The  PIH  initiatives  are: 

•  Choice  in  Residency; 

•  Housing  for  the  Disabled;  and 

•  Tenant  Opportunity  Program 

No  PIB  staff  will  need  to  be  redeployed  as  a  result  of  these  initiatives. 
The  work  will  be  performed  through  Public  Bousing  Authorities  and  through 
contracts  carried  out  in  conjunction  with  ongoing  activities.   The  CRI 
(Community  Relations  Involvement)  team  established,  as  the  result  of  Field 
Office  restructuring  (Reinventing  HUD) ,  will  be  used  to  implement  initiatives 
such  as  the  Tenant  Opportunity  Program;  Family  Investment  Centers,  etc. 

The  CRI  team  is  composed  of  the  former  regional  Resident  Initiatives 
Coordinators  (RICs). 

Community  Planning  and  Development.   The  CPD  initiatives  are* 

•  Section  8  Assistance  for  the  Homeless; 

•  Homeless  Assistance  Grants; 

•  Empowerment  Zones  6  Enterprise  Communities; 

•  Neighborhood  LIFT  program; 

•  Economic  Revitalization  Grants; 

•  Community  Viability  Fund;  and 

•  Colonias  Assistance  Program 

An  estimated  22  FTEs  will  be  deployed  in  the  Field  for  these  programs  in 
the  aggregate.   For  Headquarters,  FTEs  will  be  redeployed  from  other 
activities  within  the  requested  level.   This  will  be  possible  as  a  result  of 
the  management  improvements  which  will  enable  staff  to  carry  out  their 
responsibilities  in  a  more  effective  and  efficient  manner.   The  estimate  is 
not  based  on  workload  measurement  but  a  judgement  of  program  managers  relaying 
in  experience  in  similar  ongoing  programs.   Of  the  22  FTEs,  5  FTE  are 
currently  budgeted  in  1994,  and  would  continue  in  1995.   Of  the  remaining  17, 
5  would  be  redeployed  from  terminated  programs,  and  12  would  be  from 
reductions  in  hope  3  grants . 
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Fair  Housing  and  Equal  opportunity.   The  FHEO  initiatives  are« 

Grants  for  Economic  Development  Centers ....   8 
Mortgage  Lending  Discrimination  and 

Property  insurance  Redlining 16 

President '  s  Fair  Housing  Council 5 

Total 29 

16  staff  will  be  employed  on  the  Mortgage  Lending  Discrimination  and 
Property  Insurance  Redlining  activity  in  1994  and  will  continue  in  1995.   The 
remaining  workload  will  be  absorbed  with  ongoing  activities  and  without  the 
need  for  additional  staff. 
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REDUCTIONS  IN  EXISTING  PROGRAMS 

Mr.  Stokes.  A  number  of  interest  groups,  Mr.  Secretary,  includ- 
ing the  U.S.  Conference  of  Mayors,  the  National  League  of  Cities, 
National  Association  of  Counties,  the  National  Community  Devel- 
opment Association,  National  Association  of  Housing  Redevelop- 
ment Officials,  have  all  written  the  subcommittee,  indicating  that 
new  programs  must  be  funded  with  new  money,  not  at  the  expense 
of  current  ones. 

These  organizations  and  others  are  very  concerned  with  the  pro- 
posed reductions  in  existing  programs.  How  do  we  respond  to  the 
concerns  expressed  by  these  groups  about  the  reductions  in  existing 
programs? 

Secretary  Cisneros.  Mr.  Chairman,  I  think  the  core  of  the  re- 
sponse is  that  if  we  want  to  do  anything  different  at  HUD,  other 
than  just  be  guards  over  existing  programs,  then  we  have  to  make 
some  changes  in  budget  and  law.  We  do  not  want  to  just  continue 
to  do  business  as  usual,  to  administer  the  same  old  programs  in 
the  same  old  ways,  which  no  one  in  the  country  believes  have  been 
raging  successes  for  the  most  part.  Clearly,  there  are  some  pro- 
grams that  are  very  popular  and  the  communities  like  them  like 
CDBG,  because  they  get  discretionary  money  from  the  government 
in  the  form  of  a  check.  However,  unless  people  agree  that  public 
housing  in  America  is  a  wonderful  example  of  how  the  government 
ought  to  interface  with  communities,  or  that  the  assisted  housing 
program  works  perfectly  or  that  homelessness  somehow  came  into 
existence  for  benign  reasons,  then  HUD  has  to  do  some  things  dif- 
ferently. 

Now,  if  we  just  ran  the  existing  programs  and  watched  the  an- 
nual increase  in  programs,  we  would  probably  offset  that  billion 
dollars  of  new  authority  that  the  Administration  gave  us  or  new 
funding  that  the  Administration  authorized  us  to  bring  to  the  Con- 
gress, with  existing  programs — because  the  assisted  housing  obliga- 
tions grow,  the  preservation  obligations  grow,  and  the  public  hous- 
ing modernization  obligations  grow.  But  that  would  be  doing  busi- 
ness exactly  as  it  has  been  done.  And  you  don't  need  us  to  do  that. 

You  could  just  pick  14  people  off  the  street  and  say  run  the  com- 
puters and  send  the  CDBG  checks,  and  this  is  what  the  inflation 
index  would  tell  us  is  necessary  in  public  housing.  Don't  change  the 
public  housing  program,  just  send  the  money  the  same  way.  I  think 
that  would  be  a  terrible  mistake  in  terms  of  housing  policy  for  the 
country  or  changing  things.  So  we  have  made  the  decision  that  if 
we  wanted  to  do  some  things  differently,  then  it  would  mean  forc- 
ing ourselves  through  the  discipline  of  shaving  off  from  some  of  the 
existing  programs  in  order  to  create  new  approaches,  as  in  home- 
lessness, as  in  a  trust  fund  for  housing. 

Mr.  Chairman,  here  is  a  listing  of  the  new  programs.  We  can  get 
copies  of  those  made  here  and  distributed  to  the  other  Members  of 
the  committee.  What  you  see  there  are  the  18  new  things. 

Mr.  Gallo.  Mr.  Chairman,  May  I,  in  this  same  vein? 

Mr.  Stokes.  I  am  going  to  yield  in  just  a  moment. 

Mr.  Gallo.  I  just  wanted  to  ask,  how  many  programs  are  now 
under  HUD?  These  are  new  programs  you  are  talking  about — 18? 
How  many  programs  are  actually  under  HUD  today? 
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Secretary  CiSNEROS.  They  total  about  162  or  so  at  last  count. 
Our  proposed  authorizing  legislation  is  an  attempt  to  consolidate. 
For  example,  five  McKinney  programs  will  be  consolidated.  We  end 
up  with  a  request  for  additional  money,  but  we  make  it  simpler  to 
operate. 

Last  week,  the  mayor  of  San  Francisco  was  in  to  see  me,  for  ex- 
ample, about  the  difficulty  caused  by  the  way  the  McKinney  pro- 
grams are  now  set  up.  We  have  a  task  force  at  work  looking  at  how 
we  take  that  162  and  block  them  up.  A  lot  of  those,  to  be  fair,  are 
not,  you  know,  HUD-originated  over  the  years.  But  they  are  Con- 
gressional requests  for  a  set-aside  for  the  disabled  or  a  set-aside  for 
another  group.  But  roughly  speaking,  that  is  the  strategy. 

REINVENTING  HUD 

Mr.  Stokes.  My  last  question  in  this  round  would  be  on  that  pre- 
cise point.  Is  there  concern  that  HUD's  ability  to  manage  these  pro- 
grams may  be  exceeded;  that  the  Department  is  just  taking  on 
more  than  it  can  handle? 

Secretary  CiSNEROS.  Mr.  Chairman,  one  of  the  most  time-con- 
suming and  energy-consuming  activities  of  the  last  year  has  been 
the  reinvention  of  HUD.  We  are  attempting  to  not  only  to  simplify 
programs,  but  to  decentralize  responsibility,  to  create  new  roles  for 
our  field  offices  that  are  more  active,  to  build  up  the  capacity  at 
the  Assistant  Secretary  level  to  oversee  some  of  these  new  initia- 
tives. 

No,  I  do  not  believe  that  our  capacity  to  operate  some  of  these 
new  programs  will  be  exceeded  by  the  circumstances,  if  we  press 
on  with  consolidation  of  programs,  simplification  of  programs,  de- 
centralization of  authority  and  responsibility  to  lower  levels  in  the 
system  where  they  can  make  those  decisions  and  not  everything 
has  to  be  done  at  bureaucratic  top  layers.  And  very  importantly,  if 
we  can  continue  to  press  on  ideas  of  community  empowerment  so 
that  more  of  these  things  are  happening  at  the  community  level 
with  judgment  exercised  by  people  on  the  task. 

Mr.  Stokes.  Thank  you  very  much,  Mr.  Secretary.  Mr.  Lewis, 
you  timed  it  just  right.  I  yield  to  you. 

Mr.  Lewis.  Mr.  Chairman,  I  appreciate  your  yielding  very  much, 
and  I  am  sorry  I  missed  the  introductory  remarks  of  the  Secretary 
and  yourself,  Mr.  Chairman.  This  Chairman  has  long  demonstrated 
his  concern  and  interest  for  the  poorest  of  the  poor  in  our  society 
and  making  a  difference  for  all  members  of  our  society  who  could 
be  assisted,  especially  by  the  programs  of  this  committee. 

It  is  really  a  shame  that  people  find  themselves  with  that  sort 
of  negative  protest  as  the  mechanism  they  believe  is  best  suited  for 
them  making  their  point.  But  nonetheless,  that  is  part  of  the  proc- 
ess, Mr.  Chairman. 

Mr.  Stokes.  Thank  you. 

mentally  ill  homeless 

Mr.  Lewis.  Mr.  Secretary,  I  have  a  number  of  questions  that  we 
will  take  up  in  the  next  round,  I  believe,  that  relate  to  problems 
we  face  here  in  D.C.,  which  could  be  a  reflection  of  problems  we 
have  across  the  country. 
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Before  going  to  those  questions,  you  have  listed  in  your  outline 
of  HUD  priorities  the  priority  of  reducing  the  homeless  problem.  I 
raised  this  question  with  you  in  discussion  last  year,  but  I  want  to 
raise  it  again. 

Some  years  ago  in  California,  we  made  a  dramatic  shift  in  public 
policy,  a  shift  that  has  been  essentially  duplicated  in  any  number 
of  States  across  the  country.  It  was  in  the  form  of  what  was  then 
called  Petris-Short,  which  was  legislation  addressing  the  mentally 
ill  in  our  State. 

The  line  of  that  legislation  essentially  was  to  say  that  we  would 
stop  the  automatic  assumption  that  people  who  were  unstable 
ought  to  be  put  in  an  institution  and  essentially  have  the  key 
thrown  away. 

It  was  suggested  that  while  we  closed  down  those  mental  hos- 
pitals, that  we  would  meet  the  challenges  of  that  population  by 
building  community  mental  health  centers  where  people  would  get 
appropriate  attention.  The  legislature  passed  that  bill.  We  followed 
through  on  the  first  part  of  the  provision.  We  did  not  follow 
through  effectively  with  local  centers  and  the  kind  of  attention  that 
allowed  or  assured  follow-up. 

So  we  deinstitutionalized  people.  Places  like  Patton  State  Hos- 
pital in  my  district  were  closed  down,  and  yet  within  the  commu- 
nities we  had  people  essentially  out  on  the  street.  The  idea  was 
replicated,  as  I  suggested,  in  many  other  States,  and  the  timing  of 
that  policy  development  essentially  parallels  this  growth  of  home- 
less people  sleeping  on  grates. 

I  wonder  if  you  had  a  chance  to  think  about  this,  since  we  talked 
about  it  last,  Mr.  Secretary,  and  I  wonder  whether  we  should 
rethink  the  original  policy  direction.  How  can  we  better  respond  to 
the  second  aspect  of  that  policy  shift? 

Secretary  ClSNEROS.  Mr.  Chairman,  we  have,  in  fact,  thought  a 
good  deal  about  it.  In  a  moment,  I  want  to  ask  Assistant  Secretary 
Cuomo,  who  has  within  his  responsibility  the  homeless  programs, 
and  who  before  coming  to  Washington  created  some  very  innova- 
tive homeless  initiatives  in  New  York  City.  But  let  me  just  say,  we 
have  thought  a  good  deal  about  it,  and  that  is  why  the  organization 
of  our  homeless  proposals  puts  a  heavy  emphasis  upon  treatment 
of  persons,  not  only  those  who  are  mentally  ill,  but  those  who  are 
substance  abusers,  which  account  for  roughly  two-thirds  of  the 
homeless  population,  between  persons  who  are  suffering  mental  ill- 
ness and  persons  who  have  substance  abuse  problems. 

The  interwoven  nature,  the  complexity  of  the  problems  of  home- 
less people,  is  becoming  more  and  more  commented  upon.  Our 
soon-to-be-released  draft  of  a  Presidential  report  on  homelessness, 
"Ending  Homelessness  in  America,"  speaks  to  that  interwoven  na- 
ture. 

An  article  you  may  have  seen  reviewed  in  this  last  Sunday's  New 
York  Times  review  of  books  by  Christopher  Jennings  speaks  of  the 
interconnected  nature  of  the  problems  of  persons  who  are  homeless. 
It  is  why  all  of  our  strategies  are  rooted  in  what  we  have  called 
the  continuum  of  care  approach.  Not  just  housing,  not  just  shelter 
for  a  night,  but  focusing  on  these  interconnected  aspects  of  the 
problem. 
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I  would  also  say  that  the  President's  health  care  proposal,  be- 
cause of  the  intervention  of  the  Vice  President's  wife,  Mrs.  Gore, 
and  her  insistence  that  it  include  mental  illness  treatment,  prom- 
ises some  access  to  private  insurance,  accessibility  to  private  insur- 
ance for  mental  illness,  for  at  least  90  days,  which  is  something 
that  doesn't  exist  in  our  society  today  for  the  very  poorest  of  popu- 
lations. It  will  be  helpful.  But  we  are  working  hard  to  include  in 
our  homeless  initiatives  a  recognition  of  the  dimensions  of  mental 
illness. 

And  I  might  just  say  in  closing,  I  had  the  opportunity  two 
months  ago  to  go  to  New  York  City  and  visit  a  program  for  persons 
who  are  mentally  ill,  to  be  in  transitional  housing  with  support, 
with  people  who  counsel  them  and  help  them  with  their  medicines 
and  so  forth.  And  these  are  people  who  would  have  been  among  the 
most  sad  cases  on  the  streets  because  they  would  not  have  been 
able  to  take  care  of  themselves  at  all.  Literally  destitute  on  the 
streets,  but  who  now  live  fairly  independently  because  with  wise 
homeless  programs,  it  is  possible  to  do  this. 

With  your  permission,  I  would  like  to  ask  the  Assistant  Secretary 
to  comment  on  your  question. 

Mr.  Cuomo.  Thank  you,  Mr.  Secretary.  I  think,  Congressman, 
your  observation  is  one  of  the  founding  premises  of  the  homeless 
program  that  the  Secretary  discussed  earlier.  The  homeless  popu- 
lation, as  the  Secretary  mentioned,  is  very  diverse  and  it  differs  in 
different  parts  of  the  country  and  in  different  cities. 

One  of  the  aspects  of  what  we  are  trying  to  do  is  consolidate  the 
programs  and  allow  the  local  government  the  flexibility  it  needs  to 
meet  the  specific  characteristics  of  their  problem  and  their  popu- 
lation. 

What  percent  mental  illness,  what  percent  substance  abuse, 
what  percent  families,  what  percent  housing  problem,  let  that  local 
community  design  a  program  with  funds  to  meet  that  need,  as  well 
as  consolidating  the  programs  to  get  at  some  of  the  administrative 
burdens  that  the  Chairman  was  mentioning  earlier. 

INSTITUTIONALIZATION  OF  SOME  HOMELESS 

Mr.  Lewis.  There  are  some  who  suggest  that  we  ought  to  rethink 
our  original  premise — the  question  of  whether  there  aren't  sizable 
percentages  of  that  population  who  ought  to  be  permanently  insti- 
tutionalized. 

Secretary  Cisneros.  There  is  a,  you  know,  revisionist  thinking  in 
a  lot  of  these  areas.  I  watched  a  television  program  night  before 
last  that  talked  about  the  resurgence  of  orphanages  for  children 
who  are  abused.  And  so  there  is  a  lot  of  thinking  that  maybe  some 
of  the  old  ways  were  not  as  bad  as  people  had  thought. 

In  this  area,  I  have  heard  no  one  seriously  suggest  that  we  ought 
to  look  at  the  kind  of  warehousing  of  populations  which  was  unfor- 
tunately so  prevalent  before  the  deinstitutionalization  and  the 
wave  of  court  cases  and  so  forth.  But  the  kind  of  facility  that  I  saw 
in  New  York  is  perhaps  the  kind  of  happy  compromise  that  is  at- 
tainable, where  people  live  in  roughly  independent  settings;  that  is 
to  say  they  have  their  own  rooms.  These  are  people  who  have  men- 
tal illnesses.  They  have  serious  medical  problems,  and  yet  they 
have  their  own  rooms  and  yet  they  have  common  spaces,  coun- 
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selors  who  come  there,  people  who  assist  them  with  their  medica- 
tion, not  doctors  per  se,  but  nurse-level  people  who  assist  them 
with  their  medication.  Some  work,  some  go  out  on  the  street  during 
the  day  to  take  care  of  their  own  errands  and  so  forth,  but  come 
back  to  that  facility  at  night.  That  is  a  happier  place  than  the  kind 
of  forced  institutionalization  that  existed  before. 

I  don't  think  the  society  has  the  will  or  the  money  to  go  back  to 
some  of  those  older  models,  but  I  think  some  of  these  sort  of  happy 
mediums  can  be  achieved.  Andrew,  you  might  want  to  say  a  word 
about  that  one  facility,  or  others  like  it,  that  constitute  a  middle 
ground  here. 

MODELING  COMMUNITY-BASED  RESIDENCES 

Mr.  Cuomo.  I  think  the  notion  that  for  a  segment  of  the  home- 
less population  that  has  mental  illness,  they  need  intensive  service 
assistance.  I  think  that  premise  would  be  exactly  right,  Congress- 
man. The  exact  venue  and  vehicle  for  that  assistance  varies,  and 
I  think  the  Secretary's  point  that  going  back  to  institutions  which 
we  moved  away  from  decades  ago,  because  they  were  purely  ware- 
houses without  the  type  of  medical  attention  and  psychological  at- 
tention that  people  need  today,  really  make  a  difference  in  their 
lives,  would  not  be  the  best  alternative.  But  you  have  a  whole 
plethora  of  models  that  are  now  working  where  you  have  commu- 
nity-based residences  that  have  the  medical  attention,  that  have 
the  psychological  intervention,  that  show  that  people  can  maintain 
independent  lives  with  the  right  assistance,  and  be  functioning 
members  of  society. 

Those  are  the  type  of  models  that  we  would  hope  that  local  gov- 
ernments would  replicate.  And  we  would  provide  the  funding  that 
will  be  flexible  so  they  could  follow  those  models  if  they  so  desire. 

Mr.  Lewis.  It  is  my  concern  that  we  suddenly  find  a  focus  in 
America  that  suggests  that  we  care  less  about  our  poor  or  those 
who  are  mentally  ill.  The  street  people  are  a  reflection  of  the  worst 
of  all  of  that.  I  am  very  hesitant  to  suggest  that  warehouses  are 
an  answer  to  anything.  But  rethinking  our  original  preconceived 
notion  that  anything  was  better  is  important. 

Secretary  ClSNEROS.  I  do  believe  the  pendulum  is  swinging  back, 
but  it  swings  back  toward  the  middle.  I  think  that  is  where  we 
need  to  be.  We  need  to  find  the  models  that  Secretary  Cuomo  re- 
ferred to,  and  frankly,  our  request  of  a  doubling  of  the  funding  for 
homelessness  allows  us  to  do  precisely  that. 

We  can  fund  some  nonprofits  who  developed  these  models  and 
who  know  how  to  do  this.  That  one  that  I  visited  in  New  York  was 
HUD-funded.  And  so  they  are  out  there.  We  need  the  funds  to  do 
it. 

INITIATIVES  VS.  CORE  PROGRAMS 

Mr.  Lewis.  Mr.  Secretary,  you  have  in  the  past  been  quoted  as 
saying  that  you  felt  it  was  very  important  that  we  tend  to  the  core 
programs  of  HUD,  and  not  allow  those  programs  to  be  cannibalized 
by  a  plethora  of  new  programs.  I  have  one  specific  quote  of  yours 
from  July,  "what  we  have  chosen  to  do  here  is  in  some  sense  less 
glamorous  than  the  traditional  Democratic  way.  We  are  not  going 
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to  put  up  a  whole  bunch  of  new  programs  for  experimental  ap- 
proaches." 

I  am  asking  you,  Mr.  Secretary,  the  obvious.  You  have  proposals 
here  that  involve  major  shifts  of  funding,  trimming  traditional  pub- 
lic housing  programs  to  fund  new  programs  at  about  $3.8  billion. 
So  respond  to  the  cannibalization  concern. 

Secretary  ClSNEROS.  Again,  Mr.  Chairman,  I  think  what  I  would 
say  is  that  we  have  some  top  folks  from  around  the  country  who 
have  operated  programs  in  the  field,  like  Nic  Retsinas  and  like  An- 
drew Cuomo  and  Joe  Shuldiner  and  Roberta  Achtenberg  and  so 
forth. 

Now,  if  all  we  wanted  them  to  do  in  this  Administration  was  to 
take  existing  programs  and  run  them  as  they  were,  then  again,  you 
could  go  through  the  phone  book  and  pick  out  folks  and  ask  them 
to  come  in  and  perform  that  function.  But  we  went  to  someone  like 
Andrew  because  he  runs  homeless  programs  at  the  local  level,  good 
ones,  award-winning  programs,  and  we  have  said  let's  try  to  make 
national  homeless  policy  as  good  as  what  you  did  in  New  York. 

Or  Joe  Shuldiner,  who  ran  public  housing  in  Los  Angeles  and 
was  thought  of  as  one  of  the  best  public  housing  managers  in  the 
country — let's  figure  out  how  we  update  and  modernize  public 
housing  in  the  country.  They  have  brought  to  us  proposals  for 
change. 

Now,  this  is  not  new,  and  this  is  not  brilliant  streaking  experi- 
mentation. It  is  not  that.  It  is  learning  from  examples  from  the 
past  about  homeless  programs  that  worked  better  when  they  are 
consolidated  than  when  they  are  so  individualized,  and  local  initia- 
tives that  require  going  beyond  the  CDBG  formula  to  do  some  eco- 
nomic development,  or  public  housing  that  can  be  reformed,  but  it 
requires  something  like  support  for  the  urban  revitalization  dem- 
onstrations. So  I  would  say  what  I  am  proposing  now  is  not  incon- 
sistent with  that  quotation  that  you  read,  which  I  think  appeared 
in  the  National  Journal  or  one  of  those  magazines. 

Mr.  Lewis.  One  of  those  rags. 

Secretary  Cisneros.  One  of  those  magazines.  But  what  I  said 
was,  you  know,  we  are  not  going  to  be  talking  about  some  grand 
experiment,  we  have  no  great  grand  vision  for  dramatic  upheaval. 
That  is  not  what  is  proposed  here.  What  is  proposed  here  is  taking 
a  program  we  know  works,  Section  8  vouchers,  and  making  them 
available  to  homeless  families. 

Now,  is  that  new?  Well,  no,  it  is  not,  because  we  know  the  Sec- 
tion 8  program  works  well.  Is  it  a  new  use  of  Section  8?  Yes,  it  is. 
Should  that  be  called  somehow  dramatically  experimental?  I  don't 
think  so.  We  have  got  tens  of  thousands  of  homeless  families  in 
shelters,  and  the  only  way  we  are  going  to  get  them  to  permanent 
housing  is  with  something  like  this.  So,  it  is  not  inconsistent  with 
that  earlier  statement,  in  my  belief. 

It  just  goes  fundamentally  to  the  question,  do  you  want  us  to  try 
to  do  something  with  this  Department  or  do  you  want  us  basically 
to  be  housekeepers  over  a  place  that  is  going  in  the  wrong  direc- 
tion? I  mean  we  can  rearrange  the  deck  chairs  on  the  Titanic,  but 
that  iceberg  is  dead  ahead  for  this  Department.  Or  we  can  go  up 
in  the  bridge  and  put  all  our  shoulders  to  turn  the  wheel  and  miss 
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the  iceberg,  and  I  really  believe  that  is  what  you  would  rather  have 
us  do. 

USE  OF  VOUCHERS  FOR  REPLACEMENT  HOUSING 

Mr.  Lewis.  Mr.  Secretary,  the  authorizing  committee  and  the 
Government  Operations  Subcommittee  conducted  an  oversight 
hearing  last  month  on  public  housing.  Chairman  Peterson  ended 
up  denouncing  the  one-for-one  replacement  rule  for  public  housing 
as  a,  quote,  "Federal  policy  which  wastes  Federal  dollars." 

To  back  up  this  conclusion,  the  committee  examined  Hayes 
Homes  in  Newark  and  the  Desire  Project  in  New  Orleans.  Now,  I 
know  you  have  shared  with  me  many  times  that  your  goal  is  to  im- 
prove public  housing  and  I  also  know  that  the  Chairman  of  the  au- 
thorizing committee,  Mr.  Gonzalez,  does  not  wish  to  see  the  one- 
for-one  replacement  rule  abandoned. 

Having  said  that,  I  am  somewhat  taken  aback  by  Assistant  Sec- 
retary Shuldiner's  public  statements  about  this  matter.  He  said, 
quote,  "There  is  no  silver  bullet.  If  Congress  believes  that  they  are 
going  to  write  up  a  silver  bullet,  God  bless  them,  but  they  are  not 
making  my  job  any  easier,"  end  of  his  quote.  Let  me  ask  you  this. 

Secretary  ClSNEROS.  The  Assistant  Secretary  is  given  to  state- 
ments of  that  nature  from  time  to  time. 

Mr.  Lewis.  Tell  me,  what  has  HUD  done  to  encourage  local  hous- 
ing authorities  to  substitute  vouchers  for  up  to  half  of  the  units 
which  must  be  replaced?  And  have  any  actually  submitted  plans 
requesting  permission  to  proceed? 

Secretary  ClSNEROS.  Let  me  ask  the  gentlemen  to  come  in  on 
that  later  point,  but  let  me  say  two  things  quickly  with  respect  to 
your  question. 

First,  I  want  to  make  clear  that  I  do  support  the  one-for-one  re- 
placement concept  personally,  because  I  believe  it  is  a  discipline  on 
us  to  keep  the  stock  of  public  housing. 

What  I  don't  want  us  to  get  into  is  a  situation  where  we  in  the 
short  run  do  things,  replacing  hard  units  with  other  approaches 
that  don't  have  staying  power,  and  in  the  long  run  the  stock  of  pub- 
lic housing  is  reduced.  We  have  three  times  as  many  people  on  the 
waiting  lists  as  people  now  in  the  hard  stock.  And  as  a  result, 
there  is  a  tremendous  demand. 

The  conditions  of  poverty  in  America  are  worse  and  I  would  dare 
say  worsening,  even  with  an  improving  economy,  the  conditions  are 
worsening  for  people.  Which  combination  of  things,  loss  of  jobs, 
drugs,  put  it  all  together,  but  the  conditions  are  worsening.  So  I 
believe  in  one-for-one  replacement. 

Now,  I  also  believe  that  maybe  there  is  a  silver  bullet  out  there. 
And  we  have  begun  to  experiment  and  have  discussions  with  OMB 
and  we  have  included  it  in  our  1994  Authorizing  Act,  and  let  me 
just  describe  it  to  you. 

What  we  are  proposing  is  a  two-part  strategy.  First,  the  Con- 
gress would  allow  us  to  take  modernization  money  that  right  now 
is  eligible  only  to  modernize  public  housing  that  is  never  going  to 
be  made  fit  by  simply  modernizing  it,  and  allow  us  to  take  mod- 
ernization money,  which  is  a  solid  stream  of  revenues,  for  a  bunch 
of  years,  and  convert  that  to  replacement  money,  and  actually  re- 
place some  of  this  public  housing,  so  that  instead  of  having  to  mod- 
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ernize  and  then  remodernize,  and  then  remodernize,  we  actually 
replace  some  of  this  stuff.  Particularly  the  high-rise,  Chicago-style, 
State  Street  Public  Housing  that  just  doesn't  work — it  doesn't  work 
there  and  it  doesn't  work  in  anyplace,  but  perhaps  New  York  City. 
That  is  point  one. 

Point  two,  we  would  like  the  ability  to  take  that  stream  of  fund- 
ing for  modernization  that  now  could  be  used  for  replacement  and 
allow  local  housing  authorities  to  use  it  to  service  debt  so  they 
could  float  bonds  or  other  approaches  to  amassing  a  large  sum  of 
money  for  replacement  at  the  front  end,  using  that  future  mod- 
ernization money  for  replacement. 

To  give  you  an  idea,  in  Chicago,  they  get  $150  million  of  mod- 
ernization funds.  If  they  could  use  that  for  replacement  and  use 
half  of  it,  half  of  the  $150  million  for  replacement,  for  debt  service, 
they  could  put  together  a  fund  of  over  $500  million.  $500  million 
replaces  something  in  excess  of  6,000  units  of  public  housing.  That 
is  the  reason  for  the  crime  wave,  the  unsafety,  the  unhabitable  con- 
ditions in  Chicago.  That  is  as  close  as  we  have  come  to  a  silver  bul- 
let, and  we  believe  we  can  make  a  big  difference  in  public  housing, 
create  a  lot  of  jobs,  revitalize  some  neighborhoods  in  the  process. 
And  we  are  asking  for  permission  in  our  authorizing  legislation  do 
it. 

Now,  let  me  ask  Joe  to  comment  specifically  on  the  strategy  of 
encouraging  public  housing  authorities  to  use  Section  8  in  place  of 
hard  units. 

RENTAL  ASSISTANCE  VS.  NEW  CONSTRUCTION 

Mr.  Shuldiner.  Thank  you,  Mr.  Secretary. 

I  think  the  Secretary  is  correct.  The  major  problem  with  one-for- 
one  replacement  is  the  financing,  the  ability  to  replace  the  units. 
And  he  has  mentioned  how  we  are  trying  to  address  the  way  in 
which  housing  authorities  could  do  one-for-one  replacement.  In  re- 
sponse to  your  specific  question,  I  think  we  have  come  a  long  way. 

The  Congress  enacted  a  law  that  allowed,  when  you  demolish 
200  units  or  more,  up  to  50  percent  of  the  units  in  the  one-for-one 
replacement  can  be  Section  8  units.  Internally,  we  had  opinions 
from  the  General  Counsel's  Office  which  created  thresholds  or  tests 
that  made  it  impossible  to  use. 

One  of  the  things  that  we  have  been  successful  in  achieving  is 
an  opinion  that  the  law  says  what  it  says,  and  that  in  fact  in  cir- 
cumstances where  there  is  planned  demolition  in  excess  of  200 
units,  up  to  50  percent  can  be  Section  8. 

Your  other  part  of  the  question  was,  "have  we  received  applica- 
tions?" None  that  have  reached  my  desk,  as  of  this  point  that  I  am 
aware  of.  They  may  be  in  area  offices.  We  do  know  there  are  re- 
quests out  there,  but  again,  we  believe  that  with  the  use  of  the  law 
that  Congress  gave  us  and  use  of  the  strategies  that  the  Secretary 
described  that  will  provide  more  money  to  actually  allow  for  hard 
replacement,  that  we  can  respond  to  requests. 

Mr.  Lewis.  Mr.  Chairman,  for  this  round,  let's  move  on. 

Mr.  Stokes.  Okay. 

Mr.  Thornton. 

Mr.  Thornton.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  wel- 
come. Let  me  join  in  the  remarks  that  my  colleague,  Mr.  Lewis, 
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made.  I  do  not  know  of  two  people  who  have  been  more  diligent  in 
pursuing  the  needs  of  those  who  are  homeless,  in  need,  poverty 
stricken.  I  want  to  congratulate  both  you  and  our  chairman  for 
your  leadership  in  meeting  these  problems. 

I  also  want  to  express  my  appreciation  for  your  responses  to  Mr. 
Lewis'  questions  about  the  new  programs  that  you  are  proposing. 
Francis  Bacon,  writing  in  "Novum  Organum,"  a  few  hundred  years 
ago  said  it  this  way:  It  would  be  unsound  and  contradictory  to  sup- 
pose that  that  which  has  never  been  accomplished  can  be  accom- 
plished, except  by  means  which  have  not  yet  been  tried. 

I  think  that  you  are  right  in  suggesting  that  we  need  to  try  some 
new  means  of  accomplishing  the  goals  that  you  have  set  out,  while 
at  the  same  time  I  am  concerned  that  we  not  abandon  things  that 
have  worked  in  favor  of  experimentation  on  new  devices.  Change 
for  the  sake  of  change,  I  hope  you  would  agree,  is  not  necessarily 
good. 

Secretary  ClSNEROS.  Absolutely. 

REDUCTION  IN  HOME  FUNDING 

Mr.  Thornton.  I  have  two  questions,  Mr.  Chairman,  that  I 
would  like  to  pursue  on  that  thought.  You  are  cutting  $275  million 
from  the  Home  Investment  Partnerships  Program,  as  appears  on 
page  22  and  23  of  your  prepared  statement.  This  program  has 
worked  rather  well,  and  you  have  suggested  some  modifications  to 
it,  including  matching  funds,  which  should  have  the  effect  of  mak- 
ing it  work  better. 

This  is  a  billion-dollar  program.  Do  you  think  it  is  a  worthwhile 
program? 

Secretary  ClSNEROS.  Yes  sir,  it  is  a  worthwhile  program,  and  it 
is  beginning  to  work  well.  It  got  off  to  a  slow  start.  The  spend-out 
rate  in  the  first  several  years  was  in  the  range  of  4  percent.  I  think 
it  grew  to  12  percent  and  then  maybe  16  percent,  something  like 
that.  And  I  will  ask  Assistant  Secretary  Cuomo  maybe  to  speak  a 
little  bit  on  the  technical  numbers.  But  it  started  out  slow. 

Here  is  the  dilemma  that  we  face.  Should  we  fund  a  program  like 
HOME  at  the  full  level  of  $1,275  billion,  knowing  that  the  money 
is  not  going  to  be  spent  for  several  years  because  the  spend-out 
rate  is  somewhat  slow?  It  is  a  complicated  program,  drafted  in  such 
a  way  that  it  had  targeting  requirements  and  so  forth.  Commu- 
nities have  difficulty.  It  is  a  good  program,  but  the  money  is  going 
to  be  sitting  in  accounts  for  a  long  time.  Or  should  we  recognize 
that  we  have  almost  a  million  homeless  people  on  the  streets  and 
that  in  order  to  double  the  funding  for  homelessness,  which  we 
have  done,  it  has  got  to  come  from  somewhere. 

Fundamentally,  the  analysis  I  had  to  do  was  this:  We  had  one 
dollar  left;  where  is  that  dollar  best  spent?  And  I  concluded  that 
it  was  best  spent  in  homelessness,  housing  counseling  for  home- 
ownership,  fair  housing  counseling,  so  we  can  give  people  the 
chance  to  move  from  these  horrible  settings  in  which  they  are  liv- 
ing. But  it  is  a  classic  of  either  funding  something  because  it  is  ex- 
pected that  we  do,  because  the  interest  groups  are  champions  of  it, 
or  try  to  set  some  new  directions. 

And  fundamentally,  for  me  it  came  down  to  who  is  suffering 
most — who  has  the  greatest  needs.  $275  million  is  a  lot  of  money. 
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Mr.  Thornton.  Could  you  juxtapose  that  reduction  with  the 
first-time  increase  of  $100  million  for  the  National  Homeownership 
Trust? 

Secretary  ClSNEROS.  There  is  some  of  that.  That  is  a  good  point, 
yes,  sir,  as  well  as  our  use  of  loan  guarantees,  which  is  in  our  1994 
bill,  which  will  enhance  what  we  can  do  with  the  HOME  program. 
But  let  me  get  the  Assistant  Secretary  to  say  a  quick  word  on  the 
Spend  Down  Program,  but  I  think  it  is  an  important  point. 

Mr.  CUOMO.  As  the  Secretary  mentioned,  for  years  1992  and 
1993,  the  commitment  rate  of  the  1992  funds  is  about  69  percent. 

Secretary  ClSNEROS.  That  is  1992  money,  spent  now.  So  we  are 
three  years  into  it. 

Mr.  Cuomo.  Yes,  that  is  committed,  Mr.  Secretary,  69  percent 
committed,  33  percent  disbursed.  Of  the  1993  money,  13  percent 
committed,  4  percent  disbursed.  If  you  look  at  both  years,  1992  and 
1993,  just  under  half  has  been  committed,  and  about  one-fifth  has 
been  disbursed.  That  is  in  contrast  to  where  we  were  a  year  ago, 
when  the  Administration  took  over. 

Only  about  4  percent  of  the  1992  money  had  been  committed  and 
2  percent  had  been  disbursed.  So  we  have  done  a  lot  in  the  course 
of  the  year,  as  the  Secretary  mentioned.  One  of  the  things  we  did 
was  legislatively  we  made  changes  to  make  the  program  simpler 
and  expedite  and  facilitate  its  use. 

We  have  also  accelerated  the  use  of  technical  assistance  money 
to  get  training  out  to  not-for-profit  organizations  to  use  the  funds. 
But  despite  that,  and  we  will  continue  those  efforts,  but  despite 
that,  there  is  a  significant  portion  of  the  1992  and  1993  funds  that 
we  are  still  working  througn  being  spent. 

Mr.  Thornton.  Thank  you. 

HOME  DISBURSEMENTS 

Secretary  ClSNEROS.  The  point  is  that  the  HOME  program  has 
in  these  early  years  of  its  existence  spent  somewhat  slowly.  There 
were  legal  changes  in  1992,  which  were  designed  to  simplify  it  and 
so  forth  and  we  have  sort  of  worked  at  that.  Part  of  that  is  our 
fault;  that  is  to  say  we  could — we  need  to  continue  to  do  a  better 
job  of  moving  HOME  funds.  And  part  of  it  is  out  of  the  commu- 
nities. 

But  even  1992  money,  as  the  Assistant  Secretary  said,  is  33  per- 
cent disbursed.  So  now  we  are  trying  to  increase  homeless  funds 
and  we  need  funds  for  a  $514  million  program  for  15,000  vouchers 
to  get  women  with  children  out  of  shelters  into  houses.  So  what  is 
the  right  thing  to  do?  To  fund  HOME  at  the  full  level  knowing  that 
it  is  going  to  be  two  and  three  years  before  the  money  is  ever  called 
upon,  maybe  more?  Or  get  the  money  into  vouchers  that  we  can  get 
into  people's  hands  within  the  next  year  and  move  mothers  who 
are  having  to  raise  their  children  on  the  floor,  concrete  floors  of 
shelters,  with  young  girls  growing  up  having  to  use  common  rest 
room  facilities,  into  private  housing.  It  is  an  easy  call  for  me. 

FEMA  TRANSFER 

Mr.  Thornton.  Mr.  Secretary,  you  are  such  a  good  salesman 
that  I  have  some  hesitancy  about  asking  the  next  question.  It  is  an 
area  where  I  feel  a  bit  more  firmly  that  the  corollary  to  Francis  Ba- 
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con's  suggestion  about  the  only  way  to  accomplish  something  that 
hasn't  been  done  being  by  new  means  is  that  old  saying  we  have 
in  the  South:  "If  it  ain't  broke,  don't  fix  it." 

Going  by  that  corollary,  I  wonder  what  experience  the  Agency 
has  in  the  administration  of  food  and  shelter  programs  like  FEMA 
does.  I  have  been  quite  pleased  with  the  work  that  the  Federal 
emergency  program  has  provided  in  California  and  other  places. 
FEMA  has  developed  good  skills,  I  think,  at  handling  some  of  these 
emergency  food  and  shelter  programs. 

Can  you  explain  to  me  how  HUD  should  be  able  u>  do  this  better 
than  FEMA? 

Secretary  ClSNEROS.  No,  sir,  I  can't.  So  I  am  going  to  ask  the  As- 
sistant Secretary  to  do  this. 

Let  me  say,  first  of  all,  this  $130  million  transfer  was  not  some- 
thing that  we  asked  for.  It  was  something  that  we  were  asked 
whether  or  not  we  would  do  it.  But  let  me  ask  the  Assistant  Sec- 
retary to  spell  out  the  rationale  for  why  OMB  decided  that  this  was 
a  good  thing  to  do. 

Mr.  Thornton.  Okay. 

Mr.  Cuomo.  Thank  you,  Mr.  Secretary.  Congressman,  we  would 
agree  with  the  corollary,  if  it  is  not  broke,  don't  fix  it.  That  is  why 
we  don't  intend  to  fix  it.  The  program  is  working  well.  The  program 
is  working  well  not  because  it  is  led  well  by  FEMA,  but  also  the 
mechanism  by  which  the  program  works  is  it  uses  national  organi- 
zations, not-for-profit  organizations,  to  disseminate  funds. 

It  brings  together  a  national  board  of  national  charitable  organi- 
zations, with  local  counterparts,  and  the  national  board  makes  de- 
cisions with  the  advice  and  consent  of  the  local  boards  which  are 
also  not-for-profits.  We  think  that  works  well. 

The  people  who  use  the  program  feel  good  about  it.  So  our  inten- 
tion would  be  to  keep  the  program  exactly  as  it  is.  Again,  the  run- 
ning of  the  program  is  primarily  through  these  not-for-profit  orga- 
nizations, so  that  would  not  change. 

Why  then  move  it  from  FEMA  to  HUD?  The  point  there  is  we 
have  heard  the  message  from  this  committee,  as  well  as  others,  on 
consolidation,  on  coordination.  OMB  has  been  taking  a  look  govern- 
ment-wide on  consolidating  programs.  You  now  have  homeless  pro- 
grams across  this  Federal  Government.  OMB  has  made  rec- 
ommendations to  bring  those  programs  together.  With  what  we  are 
doing  at  HUD  on  the  consolidation,  we  are  trying  to  get  to  a  point 
where  we  can  go  to  a  local  government  and  say  here  are  all  the 
tools  that  the  Federal  Government  has  to  offer.  You  now  fashion 
these  tools  into  one  arsenal. 

Here  are  the  housing  programs,  here  are  the  service  programs, 
here  are  the  mental  health  programs  that  Congressman  Lewis  was 
referring  to,  and  here  is  the  food  and  shelter  emergency  programs. 
You  now  fashion  them  into  one  comprehensive  solution.  The  local 
governments  can't  do  that  if  they  are  dealing  with  a  number  of  dif- 
ferent Federal  agencies.  That  is  the  thinking  behind  this. 

Mr.  Thornton.  I  do  appreciate  that  thinking.  But  going  back  to 
another  illustration  that  the  Secretary  made — and  I  do  wish  you 
well — I  hope  that  you  are  able  to  turn  the  wheel  far  enough  to 
move  the  Titanic  away  from  the  iceberg,  but  I  do  have  some  ques- 
tion about  putting  additional  passengers  on  the  Titanic  at  the  mo- 
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ment  in  time  that  we  are  admitting  that  there  are  some  problems 
associated  with  this  agency.  I  do  appreciate  the  explanations. 
Thank  you  very  much,  Mr.  Chairman. 

REDUCTION  IN  SENIOR  CITIZEN  HOUSING 

Mr.  Stokes.  Thank  you,  Mr.  Thornton. 

Mr.  Gallo,  I  yield  to  you. 

Mr.  Gallo.  Mr.  Chairman,  first  let  me  say  thank  you  for  the 
warm  welcome  back.  I  know  we  are  debating  health  care  in  this 
Congress,  and  I  got  a  firsthand  example  of  how  great  our  health 
care  delivery  system  is,  having  had  a  hip  replacement  and  being 
able  to  walk  so  quickly  afterwards.  So  I  am  going  to  give  a  lot  more 
thought  before  we  make  any  serious  changes  in  the  health  care  de- 
livery system. 

Mr.  Secretary,  I  want  to  thank  you  for  what  you  have  done  and 
what  you  are  trying  to  do.  I  don't  think  anyone  should  be  afraid 
of  change.  But  I  do  think,  and  you  said  it  before,  that  where  you 
have  programs  that  are  working,  those  programs,  before  you  start 
new  programs,  should  certainly  be  retained.  And  I  mention  one  in 
particular  which  I  brought  up  last  year.  Last  year,  I  thought  there 
was  a  mistake  in  the  President's  budget  when  you  presented  it  to 
us,  dealing  with  senior  citizen  housing. 

At  that  time,  there  was  a  50  percent  cut  in  senior  citizen  hous- 
ing. And  this  committee,  in  its  wisdom,  did  not  allow  that  50  per- 
cent cut  to  remain  and  restored  it.  This  year  I  am  totally  dismayed 
by  the  fact  that  this  year  you  but  have  taken  almost  90  percent 
and  cut  senior  citizen  housing  from  9,000  units  to  1,200  units.  This 
is  in  an  area  where  I  have  found  so  much  success,  and  it  is  not 
exclusive  to  the  11th  District  in  the  State  of  New  Jersey. 

Throughout  the  United  States,  this  program  has  provided  nec- 
essary housing  for  seniors.  In  my  own  district,  we  have  a  waiting 
list  right  now  of  more  than  2,500  people.  There  are  projects  in  Par- 
sippany  and  Mount  Olive  with  200  on  a  waiting  list.  Pequannock 
has  500  senior  citizens  on  a  waiting  list. 

I  have  seen  firsthand  what  senior  citizen  housing  can  do  and 
what  it  has  done  in  the  way  of  giving  seniors  an  opportunity  to  live 
independently.  So  I  am  trying  to  rationalize  your  decision  and  that 
of  the  President  to  deeply  cut  a  program  that  has  worked  so  well. 
Why  would  you  take  a  program  like  that  and  reduce  it  in  favor  of 
a  new  program? 

I  know  it  is  tough,  you  got  to  make  those  tight  decisions,  but  I 
can't  think  of  anything  more  important  than  seniors  who  don't 
have  an  alternative. 

Secretary  Cisneros.  Yes,  sir.  Mr.  Gallo,  it  is  all  about  money  and 
how  tight  things  are  in  a  deficit  reduction  environment.  It  is  about 
money  and  whether  or  not  there  is  enough  in  the  stream  that  we 
should  be  able  to  proceed  without  any  dent  because  of  one  year's 
decision  to  cut  back.  Now,  that  is  the  money  issues  that  confront 
us. 

Mr.  Gallo.  This  is  two  years  of  proposed  cuts.  Last  year,  we  put 
it  back  in,  but  the  attitude  from  HUD  is — 

Secretary  Cisneros.  But  our  decision  this  year  was  based  on  the 
fact  that  it  was  put  in  last  year.  It  is  a  favorite  program.  It  is  a 
favorite  of  the  seniors.  It  is  a  favorite  of  the  Congress.  It  is  a  favor- 
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ite  of  ours.  It  works.  It  is  one  of  the  best  examples  of  how  public 
housing  works,  and  I  have  been  uplifted  many  times  going  to  sen- 
ior citizens  facilities  myself  and  seeing  the  kind  of  attitude,  the 
mood  of  what  exists  there. 

There  is  a  thought  in  the  Office  of  Management  and  Budget  that 
this  is  the  expensive  way  to  build  senior  housing,  that  the  way  to 
provide  housing  for  seniors  is  to  use  the  Section  8  program,  where 
a  Section  8  voucher  costs  about  $30,000  per  person,  per  year,  ver- 
sus new  construction,  hard  construction  in  the  realm  of  70,  75,  80, 
even  a  $100,000  a  unit.  So  that  argument  is  an  argument  we  had 
to  take  on  in  this  discussion. 

And  I  will  simply  say  to  you  that  we  didn't  win  all  our  argu- 
ments as  we  tried  to  put  this  budget  together.  And  what  you  see 
is  a  result  of  our  understanding  with  OMB  that  in  a  tight  budget 
environment  we  would  allow  a  year's  reduction  in  the  program  to 
be  made  up  over  the  next  several  years,  and  when  you  combine 
that  with  the  way  the  money  is  spent  and  how  it  moves  through 
the  pipeline,  there  should  not  be  a  visible  diminution  of  results  out 
in  the  communities.  That  is  the  best  answer  that  I  can  give  you. 

Mr.  Gallo.  Mr.  Secretary,  we  have  over  21  million  senior  citi- 
zens throughout  the  United  States.  If  you  try  and  help  seniors 
through  Section  8  housing,  you  put  then  in  a  very  competitive  situ- 
ation. 

Secretary  ClSNEROS.  This  would  have  to  be  targeted. 

CHANGE  IN  MIXED  POPULATION  RULE 

Mr.  Gallo.  To  compound  the  problem,  and  I  have  talked  to  the 
Chairman  about  this,  to  compound  the  problem  with  the  seniors, 
since  the  Americans  Disability  Act,  there  has  been  an  interpreta- 
tion by  the  Department  that,  those  with  drug  and  alcohol  problems 
are  classified  as  disabled.  They  get  a  priority  over  seniors  in  exist- 
ing facilities. 

Secretary  ClSNEROS.  Sir,  you  know  that  we  have  reversed  the  de- 
cision that  was  made — the  law  required  that. 

Mr.  Gallo.  When  was  that  reversed? 

Secretary  ClSNEROS.  The  rule  has  been  out  maybe  a  month, 
maybe  less  than  that,  two  weeks.  And  I  will  get  you  a  copy  of  that. 

Mr.  Gallo.  Okay.  Well,  I  had  no  knowledge  that  that  had  been 
reversed. 

Secretary  Cisneros.  Yes,  sir,  what  we  have  is  new  rules  which 
would  authorize  housing  authorities  to  provide  alternate  housing 
for  disabled  persons.  And,  Bruce,  if  I  could  get  you  to  put  up  that 
chart  that  has  the  numbers,  I  want  to  show  you  one  chart  that  has 
a  new  approach  that  we  are  asking  for  money  for  disabled  persons 
so  that  we  do  not  have  to 

Mr.  Gallo.  I  saw  that.  But  is  this  discretionary,  this  new  regula- 
tion? 

Secretary  ClSNEROS.  It  is  discretionary  to  the  local  housing  au- 
thorities, but  all  of  them  understand  the  problem  and  if  they  have 
any  option  other  than  putting  persons  in  senior  settings,  they  will 
do  it.  Because  they  all  confront  the  problem. 

Mr.  Gallo.  I  can  relate  and  I  know  the  Chairman  can  relate  and 
the  Ranking  Member. 
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Secretary  ClSNEROS.  It  is  the  number  one  most  frequent  com- 
plaint I  have  across  America.  And  if  I  go  to  a  community,  before 
I  leave  that  community,  I  will  hear  about  this  problem  from  some- 
one in  that  community. 

Mr.  Gallo.  Well,  I  have  viewed  and  visited  senior  citizen 
projects  within  my  district.  It  is  absolutely  appalling  what  these 
senior  citizens  are  experiencing  as  the  way  of  fear,  and  concerns 
about  what  is  happening.  I  had  one  woman  who  has  been  in  the 
senior  citizen  housing  unit  for  eight  years,  and  she  was  so  fearful 
that  she  talked  to  me  after  I  had  visited  with  them  and  said  that 
when  she  first  went  into  the  senior  citizen  housing  it  was  a  great 
opportunity  for  her.  She  felt  very  secure.  There  was  a  great  deal 
of  camaraderie  within  the  senior  citizen  complex,  and  even  at  that 
time  there  was  a  10  percent,  I  believe,  requirement  that  units  be 
set  up  for  disabled,  seniors. 

She  explained  an  experience  of  a  resident  that  was  in  the  eleva- 
tor and  was  under  the  influence  of  drugs,  urinating  in  the  elevator 
as  they  were  going  up.  To  me,  that  is  totally  unacceptable.  I  know 
that  when  I  first  witnessed  this  almost  six  months  ago,  the  Chair- 
man said  we  were  going  to  look  at  that.  I  am  pleased  to  hear  that 
you  have  responded  to  that. 

Secretary  ClSNEROS.  Yes,  sir.  First  of  all,  this  was  not  originally 
a  HUD  initiative.  It  is  the  law.  In  other  words,  when  the  Disabil- 
ities Act  included  new  groups  and  then  said  that  if  we  couldn't  find 
housing  for  them  they  needed  to  go  into  202  housing,  then  HUD 
followed  that. 

Mr.  Gallo.  I  thought  it  was  an  interpretation  by  HUD. 

Secretary  Cisneros.  No,  I  believe  it  was  pretty  clearly  stated  in 
statute  that  way.  Subsequently  in  1992,  the  Congress  changed  the 
law.  But  let  me  speak  frankly.  It  left  it  fairly  ambiguous  because 
the  disabilities  groups  have  some  clout  as  well,  and  so  the  law  was 
written  in  a  sufficiently  ambiguous  way  that  it  took  a  full  year  be- 
fore we  were  able  to  get  the  rules  out  of  the  building. 

We  now  have  rules  and,  frankly,  we  have  enough  staff  here  that 
we  ought  to  be  able  to  send  back  for  them  and  I  can  hand  that  to 
you. 

Mr.  Gallo.  I  would  appreciate  that. 

Secretary  Cisneros.  If  we  can't  do  it  before  lunch,  I  will  do  it 
after. 

PUBLIC  HOUSING  ADMINISTRATOR  FOR  NEWARK,  NEW  JERSEY 

Mr.  Gallo.  I  have  two  more  questions  and  then  I  will  submit  the 
rest  for  the  record.  One,  in  Newark,  New  Jersey,  we  have  signifi- 
cant problems  there,  including  a  morale  problem  for  the  last  three- 
and-a-half  years.  We  have  been  trying  to  get  an  administrator  in 
the  position  in  Newark. 

Secretary  Cisneros.  Public  housing  administrator? 

Mr.  Gallo.  Yes.  Last  year  we  discussed  it  and  I  mentioned  some 
of  the  morale  problems  at  the  Newark  HUD  office,  a  problem  that 
I  believe  stems  in  some  measure  from  the  fact  that  this  office  has 
been  without  an  administrator  for  three-and-a-half  years.  And  I 
would  just  like  to  know  whether  or  not  you  are  any  closer  at  this 
point  in  naming  one. 
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Secretary  ClSNEROS.  Yes,  sir.  Let  me  get  Terry  Duvernay,  the 
Deputy  Secretary  who  oversees  our  reorganization  and  particularly 
the  field  offices,  to  comment. 

Mr.  Duvernay.  Thank  you,  Mr.  Secretary.  Mr.  Congressman,  we 
are  aware  of  the  situation  in  the  Newark  office  where  I  think  we 
have  had  Dan  Johnson  acting  for  some  time  and  not  had  that  posi- 
tion filled.  It  is  a  priority  for  us  to  fill  and  we  will  be  very  happy 
to  get  back  to  you  and  let  you  know  when  it  has  been  filled. 

Mr.  Gallo.  I  am  not  saying  you  don't  have  capable  individuals 
there,  I  don't  want  to  be  misunderstood.  Someone  from  within  that 
office  may  be  elevated,  but  they  need  someone.  They  don't  want  to 
feel  like  they  are  lost.  And  it  is  a  very  important  area. 

Mr.  Duvernay.  Well,  we  do  understand.  The  concern  is  detailing 
someone  from  central  office  to  work  with  the  capable  people  who 
are  there  and  it  is  a  priority,  sir.  We  will  get  back  to  you  on  it. 

Mr.  Gallo.  Thank  you. 

FIELD  RESTRUCTURE  AND  FLEXIBILITY  FOR  STATES 

Secretary  ClSNEROS.  Congressman,  I  might  add  that  we  have 
gone  to  a  new  system  where  these  important  field  offices  will  be 
elevated  to  the  role  of  a  Statewide  office  and  serve  the  State.  So 
the  Newark  office  will  be  our  New  Jersey  office  as  well  and  so  we 
are  looking  for  a  person  who  can  really  perform  at  that  level. 

Mr.  Gallo.  Let  me  just  close  by  saying,  Mr.  Secretary,  that  your 
explanation  of  some  of  the  changes  would  indicate  that  more  flexi- 
bility to  the  States  is  very  important. 

Secretary  ClSNEROS.  That  is  right. 

Mr.  Gallo.  In  the  programs  that  we  now  have,  I  know  that 
where  we  have  categorical  grants,  they  are  frozen  in  a  certain  area, 
do  not  allow  for  the  States  to  use  their  ingenuity  and  their  abilities 
to  come  up  with  programs  that  really  work.  And  I  applaud  you  for 
trying  to  spread  that  out. 

Congress  is  not  normally  in  favor  of  the  block  grant  process.  I 
happen  to  like  it.  I  think  we  can  take  advantage  of  the  many  tal- 
ented people  on  a  State  level  to  utilize  those  monies  in  many  cases 
better  than  the  Congress  might  direct.  So  I  applaud  you  for  giving 
more  flexibility  to  the  States  in  those  programs. 

FHA-RISK-SHARING  PARTNERSHIP  INITIATIVE 

Secretary  ClSNEROS.  Thank  you,  Congressman.  I  would  like  to 
ask,  if  time  allows,  for  just  one  three-minute  intervention,  to  ask 
Nic  Retsinas  to  comment  on  an  example  of  giving  more  authority 
to  the  States.  It  is  called  our  Risk-Sharing  Partnership  initiative, 
where  HUD,  in  the  FHA  area,  becomes  less  of  a  retailer  and  more 
of  a  wholesaler,  standing  behind  States  who  come  in  and  produce 
multifamily  housing. 

Nic. 

Mr.  Retsinas.  Sure.  Thank  you,  Mr.  Secretary.  It  was  clear 
when  we  joined  the  Department  that  there  are  some  serious  ques- 
tions about  the  delivery  system  in  the  Department,  not  only  today, 
but  over  time.  It  was  also  clear,  unless  we  made  some  very  sub- 
stantial changes  in  that  delivery  system,  we  would  always  be  be- 
hind the  eight  ball,  not  ready  to  move  forward. 
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Having  come  from  a  State  agency  and  having  once  worked  in 
local  government,  as  did  the  Secretary  and  many  of  my  colleagues 
here,  it  was  clear  to  me  that  there  was  a  substantial  amount  of  in- 
genuity and  imagination  and  capacity  at  the  local  level. 

At  the  end  of  last  year,  we  opened  up  the  doors  to  a  risk-sharing 
program  in  our  multifamily  mortgage  insurance  programs.  We  said 
to  States  and  local  agencies,  if  you  have  the  capacity,  if  you  have 
the  resources,  if  you  have  the  will,  we  want  to  work  together. 

On  March  31st,  the  Secretary  announced  that  we  had  signed 
risk-sharing  agreements  with  33  State  and  local  agencies.  As  a 
matter  of  fact,  within  the  first  week  in  May,  we  will  publicly  unveil 
the  program,  but  the  program  is  underway. 

We  were  so  pleased  with  that  initiative  in  our  1994  Reauthoriza- 
tion Act,  we  are  asking  for  the  same  kind  of  authority  for  single- 
family  programs.  We  think  those  partnerships  are  the  future  of 
FHA. 

Mr.  Gallo.  I  thank  you  for  that  explanation.  I  just  want  to  con- 
gratulate you.  I  have  a  list  of  questions  that  I  will  ask  to  submit 
for  the  record. 

SENIOR  CITIZEN  APPLICATIONS 

One  further  question.  I  would  like  to  know  how  many  senior  citi- 
zen housing  applications  are  before  HUD  at  this  time. 

Secretary  Cisneros.  We  can  get  that  for  you. 

Mr.  Gallo.  Thank  you,  Mr.  Secretary.  Thank  you,  Mr.  Chair- 
man. 

[The  information  follows:] 

Senior  Citizen  Housing  Applications 

The  Department  does  not  have  information  on  the  number  of  applications  for  Sec- 
tion 202  housing  from  prospective  tenants.  With  regard  to  applications  for  project 
development,  the  Department  recently  received  493  Section  202  applications  from 
private  nonprofit  organizations  in  response  to  our  February  2,  1994,  Notice  of  Fund 
Availability.  In  addition,  HUD  is  currently  reviewing  900  projects  for  both  the  elder- 
ly and  people  with  disabilities  that  have  previously  received  fund  reservation  and 
have  not  yet  started  construction. 

Mr.  Stokes.  Thank  you,  Mr.  Gallo.  Let  me  express  my  apprecia- 
tion, Mr.  Gallo,  for  your  raising  that  question  once  again  about  the 
mixed  population  situation. 

As  you  stated,  you  have  discussed  it  with  me.  It  has  been  a  con- 
cern of  mine  for  some  time  and  I  am  pleased  to  note  the  Secretary 
has  initiated  action  to  try  and  relieve  this  problem. 

As  you  stated,  any  time  you  talk  with  a  senior  citizen  group,  you 
find  that  to  be  the  most  pressing  issue  at  this  time.  And  I  recall 
a  few  years  ago  this  subcommittee  accepted  some  language  I  pro- 
posed and  we  got  it  in  our  bill,  but  we  couldn't  keep  it  in  con- 
ference. So  I  am  pleased  to  note  that  we  are  taking  some  action  on 
that.  I  would  like  to  go  back  for  a  moment  to  our  discussion  about 
the  additional  new  programs  and  ask  if  you  can  increase  the  pro- 
grams without  also  increasing  staffing? 

Secretary  Cisneros.  We  have  to. 
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NEED  FOR  ADDITIONAL  STAFF  FOR  NEW  PROGRAMS 

Mr.  Stokes.  Your  own  Inspector  General,  I  think,  has  indicated 
that  you  need  more  staff  to  administer  your  programs.  What  is 
your  comment  regarding  that? 

Secretary  ClSNEROS.  We  would  need  more  staff  if  we  were  run- 
ning the  programs  in  exactly  the  same  ways  that  we  have  tradi- 
tionally. We  have  to  do  things  differently  at  HUD.  And  Nic's  exam- 
ple of  relying  on  the  States  to  do  the  Risk-Sharing  Program  is  an 
example  of  where  we  will  do  things  differently  by  giving  more  re- 
sponsibility to  other  entities  in  the  system  of  government. 

We  would  like  more  people  and  in  some  cases  we  will  have  to 
move  people  around  from  existing  functions.  One  of  our  efforts  of 
the  last  year  has  been  to  eliminate  the  regional  structure.  There 
is  about  100  to  150  people  who  have  been  performing  regional 
tasks  across  the  country.  We  are  trying  to  put  those  folks  into  more 
substantive  positions  than  regional  oversight. 

We  have  eliminated  ten  regional  operations  and  focused  instead 
on  the  field  offices  and  empowered  the  field  offices.  So  we  are  try- 
ing to  do  things  differently.  I  don't  think  that  the  lack  of  FTE  posi- 
tions should  be  a  reason  to  not  allow  us  to  go  forward  with  some 
of  the  programs  we  are  proposing. 

For  example,  we  talk  about  a  Section  8  program  for  homeless 
persons,  15,000  vouchers  for  that  purpose  and  that  is  called  a  new 
program.  But  we  don't  need  new  people  at  HUD  to  run  that.  We 
run  through  the  Housing  Authorities  and  then  to  nonprofit  groups. 
We  have  experience  in  running  the  Section  8  program.  It  shouldn't 
require  a  massive  new  number  of  FTEs  to  run  a  Section  8  program 
for  homeless  families.  So  that  is  an  example. 

Mr.  Stokes.  Now,  as  I  understand  it,  Mr.  Secretary,  your  depart- 
ment is  scheduled  to  lose  about  1,700  FTE  over  the  next  five  years 
under  the  President's  reduction  in  Federal  Government  programs; 
is  that  correct? 

Secretary  ClSNEROS.  That  is  correct,  yes,  sir. 

HOUSING  CHOICE  AND  COMMUNITY  INVESTMENT  ACT  OF  1994 

Mr.  Stokes.  Let  me  move  now  to  the  fact  that  you  have  recently 
proposed  the  Housing  Choice  and  Community  Investment  Act  of 
1994.  Has  that  legislation  actually  been  submitted? 

Secretary  ClSNEROS.  Yes  sir. 

Mr.  Stokes.  We  have  heard  that  it  is  rather  voluminous  in  its 
present  form,  somewhere  between  500  and  800  pages? 

Secretary  ClSNEROS.  Seven  hundred  pages — that  is  right,  sir. 

Mr.  Stokes.  Tell  us  how  long  will  it  take  to  implement  each  new 
program  in  your  proposed  legislation. 

Secretary  ClSNEROS.  Well,  some  of  these  can  go  fairly  quickly. 
There  are  certificate  initiatives  for  homeless  and  disabled,  can 
move  immediately.  The  empowerment  zones,  we  will  be  making  the 
announcement  on  the  empowerment  zones  by  the  end  of  the  year, 
104  communities,  sometime  between  the  September-to-December 
time  frame,  so  that  our  portion  of  those  funds  would  be  necessary 
as  quickly  as  the  zones  are  established.  And  that  would  be  1995 
money  available  right  after  the  first  of  the  year.  Most  of  these  new 
efforts  can  go  forward  very  quickly. 
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UTILIZATION  OF  FUNDING  FOR  NEW  PROGRAMS 

Mr.  Stokes.  How  about  on  the  utilization  of  funds.  Let's  assume 
that  the  legislation  is  enacted  late  in  this  session,  September,  Octo- 
ber. Would  you  really  be  able  to  utilize  funds  for  the  new  programs 
in  1995? 

Secretary  ClSNEROS.  Yes,  sir.  Again,  not  all  of  these  18  are  new 
programs. 

Mr.  Stokes.  Of  course,  you  can  understand  the  reason  for  that 
question.  In  light  of  the  tightness  of  our  budget,  and  considering 
how  we  are  going  to  have  to  try  and  maneuver  funding,  we  don't 
need  to  put  funds  somewhere  where  they  can't  be  utilized  this  year. 

Secretary  ClSNEROS.  Yes,  sir.  Let  me  do  this.  Let  me  go  through 
the  so-called  18  that  I  handed  you  a  moment  ago,  and  look  at  what 
proportion  of  1995  funding  might  be  necessary  in  1995  to  imple- 
ment those  programs.  But  I  believe  for  the  vast  majority  of  the  18, 
we  intend  to  have  them  operative  immediately. 

Mr.  Stokes.  That  will  be  fine. 

Secretary  ClSNEROS.  One  example,  sir,  of  our  capacity  to  act,  is 
that  you  included  the  innovative  homeless  funds,  the  hundred  mil- 
lion dollars,  in  1994,  available  to  us  October  1st.  And  by  January, 
the  winter  of  1994,  $25  million  of  homeless  funds  were  in  the 
hands  of  communities  to  actually  deal  with  the  winter  needs  of 
1994.  So  that  is  an  example  of  a  very  fast  turnaround  with  money 
that  was  available  October  1st. 

DESEGREGATION  EFFORTS  IN  VIDOR,  TX 

Mr.  Stokes.  Mr.  Secretary,  we  want  to  commend  you  for  some 
of  the  actions  that  you  have  taken  during  the  last  year  regarding 
housing.  You  have  taken  some  very  forthright  and  courageous 
stands.  They  were  very  principled  stands,  and  while  we  haven't 
had  the  chance  to  personally  express  our  appreciation,  just  reading 
about  it  and  knowing  that  you  are  doing  these  type  of  things  has 
been  very  comforting  to  us  here  on  this  committee. 

Let  us  ask  you  about  the  Vidor,  Texas,  situation,  which  has  re- 
ceived a  great  deal  of  publicity.  Can  you  tell  us  how  the  effort  to 
integrate  the  public  housing  in  Vidor  is  progressing? 

Secretary  ClSNEROS.  Yes,  I  would  like  to  bring  you  up  to  date. 
I  would  like  to  ask  Assistant  Secretary  Achtenberg  to  do  it  since 
she  is  the  person  who  has  actually  done  the  work.  We  are  now  up 
to  14  families — is  that  it?  Sixteen  families,  so  this  is  not  just  a 
token  effort.  When  we  first  moved  it  was  only  two  families. 

Mr.  Stokes.  Are  they  all  black  families? 

Ms.  Achtenberg.  African-American. 

Secretary  Cisneros.  Come  to  the  mike  and  describe.  This  contin- 
ues to  require  careful  scrutiny  and  security  and  it  is  a  very  delicate 
situation.  The  Klu  Klux  Klan  has  not  given  up  there.  They  con- 
tinue to  harass  and  be  vocal  and  hold  marches  and  so  forth.  This 
is  a  community  of  some  10,000  persons  that  prided  itself  on  never 
having  one  single  African-American  family  live  in  the  community 
and  on  moving  people  out  of  public  housing. 

And  what  we  did  there  was  deemed  by  many  as  destined  to  fail, 
and  we  are  not  out  of  the  woods  yet,  because  this  is  a  very  hostile 
environment.  But  there  are  16  families  now  who  live  in  that  com- 
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munity.  And  our  position  was  we  could  not  stand  by  while  the  Klu 
Klux  Klan  was  marching  through  east  Texas  saying  that  they  had 
kept  the  Federal  Government  from  bringing  minority  families  into 
a  community,  that  they  could  maintain  all  white  enclaves  and  en- 
couraging other  communities  to  take  the  same  stand. 

Roberta. 

Ms.  ACHTENBERG.  Mr.  Secretary,  Mr.  Chairman. 

Mr.  Stokes.  Certainly. 

Ms.  ACHTENBERG.  There  are  16  African-American  families  now 
living  in  the  Vidor  public  housing  development,  as  well  as  eight  Af- 
rican-American families  on  a  waiting  list  that  we  cannot  currently 
accommodate  because  all  of  the  apartments  in  the  development  are 
now  full.  We  thereby  successfully  integrated  the  Vidor  public 
schools,  both  the  elementary  school  and  middle  school,  and  there 
have  been  to  date  no  reported  incidents  of  racial  hostility  toward 
the  children. 

The  United  States  Marshal  Service,  along  with  the  FBI,  and  the 
Texas  Rangers,  have  been  ongoing  sources  of  technical  assistance 
as  well  as  on-site  security.  And,  in  fact,  the  United  States  Marshal 
Service,  we  believe,  has  been  so  effective  and  so  helpful  that  it  is 
the  recommendation  of  the  Marshal  Service,  as  well  as  the  FBI 
that  they  be  allowed  to  diminish  their  services  over  time  and  at 
some  point  in  the  not  too  distant  future.  I  cannot  articulate  that 
point  in  time  for  you  right  now,  lest  we  give  aid  and  comfort  to 
those  who  would  oppose  this  effort,  but  they  intend  to  be  ceasing 
their  activities  there. 

The  local  police  have  been  extraordinarily  cooperative.  They  have 
been  extensively  trained.  And  through  our  office  of  Public  and  In- 
dian Housing,  we  have  retained  some  of  the  best  security  consult- 
ants in  the  Nation  to  formulate  the  ongoing  security  program  for 
the  Vidor  development.  I  was  in  east  Texas  last  week,  Mr.  Chair- 
man, to  testify  before  Judge  William  Wayne  Justice,  who  is  the 
Federal  District  Judge  who  oversees  the  Young  versus  Cisneros 
lawsuit.  This  is  the  lawsuit  that  has  under  its  jurisdiction  some  70 
public  housing  authorities  in  36  counties  in  east  Texas. 

We  discussed  with  the  Judge  at  that  time,  instituting  similar 
procedures  in  the  other  seven  all-white  housing  developments 
throughout  east  Texas  as  well  as  instituting  additional  counseling 
and  mobility  procedures  would  result  in  giving  real  fair  housing 
choices  to  every  one  of  the  class  members  in  the  Young  versus 
Cisneros  lawsuit.  So  that  is  a  thumbnail  sketch  of  where  we  are. 

But  as  the  Secretary  has  said,  to  date,  we  have  been  able  to  ward 
off  most  of  the  potential  incidents  that  could  have  arisen  as  a  re- 
sult of  this  integration  effort. 

Mr.  Stokes.  Well,  it  is  certainly  very  comforting  to  know  that 
this  type  of  progress  is  being  made.  And  as  I  said  earlier,  you 
should  certainly  be  applauded  for  your  efforts  in  this  respect. 

DESEGREGATION  plans  FOR  PHAS  THROUGHOUT  TEXAS 

Let  me  ask  you  while  you  are  still  at  the  table,  the  Secretary 
may  want  to  defer,  about  the  desegregation  plans  for  the  other  70 
housing  authorities  in  the  36  east  Texas  counties.  Can  you  give  us 
the  status  of  those  plans? 
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Ms.  Achtenberg.  Yes,  Mr.  Chairman.  We  submitted  desegrega- 
tion plans  for  all  70  developments  in  the  36  counties  in  east  Texas. 
And  those  plans  include  upgrading  each  facility  so  that  each  facil- 
ity would  have  not  only  habitable  dwellings  but  recreation  facili- 
ties, playground  facilities  and  on-site  laundry  facilities,  as  well  as 
air-conditioning  in  each  one  of  the  developments.  And  we  have 
made  that  commitment  to  the  Federal  District  Court  and  we  have, 
over  a  period  of  seven  years,  devised  a  formula  that  would  enable 
us  to  pay  for  that  level  of  site  improvement. 

Additionally,  we  have  worked  out,  with  the  State  of  Texas  Com- 
munity Development  Agency,  the  investment  over  a  seven-year  pe- 
riod of  some  $6.5  million  in  community  development  block  grant 
funds  for  improvement  of  the  neighborhoods  surrounding  the  public 
housing  developments  to  the  extent  that  some  of  those  neighbor- 
hoods have  been  allowed  to  remain  substandard.  For  example,  Mr. 
Chairman,  in  certain  neighborhoods  surrounding  the  public  hous- 
ing developments  that  have  been  predominantly  African- American, 
we  see  that  an  inferior  level  of  service  has  been  provided. 

We  have  certain  developments  that  are  served  by  unpaved 
streets  or  where  there  are  no  curbs  or  where  there  is  an  insuffi- 
cient water  treatment  facility  and  the  like,  and  we  have  identified 
each  and  every  one  of  those  situations  and  have  identified  funding 
through  the  community  development  block  grant  funds  adminis- 
tered by  the  State  that  will  be  utilized  to  make  improvements 
there. 

Additionally,  we  will  be  making  available  more  than  a  thousand 
Section  8  certificates  for  use  by  class  members,  those  who  have 
been  deprived  of  free  and  fair  housing  choice  as  stated  under  the 
Court's  order.  And  along  with  those  certificates  the  kind  of  mobility 
counseling  that  has  been  so  successful  in  other  areas  will  be  offered 
to  those  certificate  holders  so  that  they  might  make  free  and  open 
choice  about  where  to  utilize  that  Section  8  certificate.  So  those  are 
among  the  kinds  of  resources  and  activities  that  we  will  be  pursu- 
ing in  east  Texas. 

BEAUMONT  FAIR  HOUSING  OFFICE 

The  only  thing  that  I  would  add,  Mr.  Chairman,  is  that  the  Sec- 
retary authorized  earlier  this  year  the  creation  of  something  that 
we  call  the  Beaumont  Fair  Housing  Office,  which  is  a  HUD  field 
office  located  in  Beaumont,  Texas,  with  the  sole  mission  of  dealing 
with  the  desegregation  of  the  70  public  housing  authorities  in  the 
36  counties  in  east  Texas.  This  office  is  directly  answerable  to  the 
Secretary,  to  me,  and  to  Joe  Shuldiner  as  the  Assistant  Secretary 
for  Public  and  Indian  Housing. 

Mr.  Stokes.  Well,  certainly  an  excellent  report  about  a  very  de- 
plorable situation  in  our  country.  And,  again,  you  are  to  be  com- 
mended for  your  efforts  to  address  that  situation. 

MORTGAGE  LENDING  DISCRIMINATION  AND  PROPERTY  INSURANCE 
REDLINING  INITIATIVE 

Now  along  with  your  highly  concentrated  and  very  visible  actions 
in  terms  of  discrimination  in  housing,  you  have  also  recently  en- 
tered into  a  joint  program  with  The  Department  of  Justice  regard- 
ing lending  discrimination  in  housing.  That  is  certainly  another 
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area  where  some  real  substantive  action  needed  to  be  taken  by  you. 
We  are  appreciative  just  to  know  about  it,  but  I  would  like  for  the 
record  to  have  you  give  us  some  information  regarding  that  initia- 
tive. 

Secretary  Cisneros.  Again,  Mr.  Chairman,  the  operative  area 
has  been  in  Roberta  Achtenberg's  jurisdiction,  and  I  will  ask  her 
to  embellish  upon  this,  but  the  President  signed  a  fair  housing  Ex- 
ecutive Order  setting  up  a  fair  housing  council  and  fair  lending 
council,  of  the  ten  Federal  agencies,  regulatory  agencies,  Federal 
Reserve,  Office  of  the  Comptroller  of  the  Currency,  FDIC,  FTC, 
Justice  Department,  and  others,  who  have  responsibility  in  this 
area. 

The  first  effort  of  that  group  was  to  define  jointly  what  lending 
discrimination  is  or  is  not,  in  order  that  banks  and  others  who 
might  wish  to  hide  behind  the  regulations  of  one  of  the  agencies 
would  not  have  that  safe  haven,  but  that  there  would  be  a  govern- 
ment-wide definition  of  what  lending  discrimination  is  as  a  starting 
point  for  both  policy  and  practices. 

Roberta,  would  you  care  to  expand  on  either  the  Executive  Order 
or  the  initial  actions?  This  fair  lending  council  will  meet  twice  a 
year,  but  the  staff  meets  literally  weekly,  and  it  is  Mrs. 
Achtenberg's  staff  who  is  doing  that  work. 

Ms.  ACHTENBERG.  The  issuance  of  the  joint  statement  on  fair 
lending  is  the  first  of  many  activities  that  the  Interagency  Task 
Force  on  Fair  Lending  intends  to  engage  in. 

Right  now,  Mr.  Chairman,  we  are  in  the  process  of  seeking  to  re- 
draft the  Memoranda  of  Understanding  that  controls  the  way  in 
which  each  of  the  agencies  will  relate  to  each  other,  referral  of  com- 
plaints and  the  like.  You  have  had  in  the  past  the  Federal  banking 
regulators,  of  which  there  are  some  seven  or  eight  entities,  that 
have  some  piece  of  that  particular  action;  and  then  on  the  other 
side  you  have  HUD  and  the  Department  of  Justice  as  the  two  en- 
forcement agencies,  often  having  their  signals  crossed,  if  you  will. 

One  of  the  very  important  efforts  in  which  we  are  now  engaged 
is  to  try  not  only  to  send  a  uniform  statement  about  lending  to  the 
industry  so  that  they  might  more  carefully  be  able  to  conform  their 
actions  to  the  current  state  of  the  law,  but  now  we  are  looking  in- 
ternally to  make  sure  that  the  FDIC  and  HUD  are  not  tripping 
over  each  other  or  that  the  Department  of  Justice  and  HUD,  for 
example,  are  engaged  in  coordinated  investigations. 

Secretary  Cisneros,  Attorney  General  Reno,  and  Comptroller  of 
the  Currency  Ludwig  have,  on  a  number  of  occasions,  offered  joint 
testimony  in  this  particular  regard.  The  last  time  the  Secretary 
was  before  the  Senate  Banking  Committee,  he  announced  that  the 
Departments  of  Justice  and  HUD  would  be  engaged  in  coordinated 
investigative  activity  over  the  next  year.  And  we  committed  our- 
selves to  do  seven  coordinated  investigations  with  the  Department 
of  Justice  of  mortgage  lenders,  if  seven  there  be. 

We  won't  manufacture  any  wrongdoers  if  there  are  no  such 
wrongdoers.  On  the  basis  of  HMDA  data  and  individual  informa- 
tion that  our  agency  or  the  Department  of  Justice  may  have  re- 
ceived about  possible  violations  of  the  fair  lending  laws,  there  may 
be  as  many  as  seven  coordinated  investigations  of  mortgage  lend- 
ers. We  will  be  proceeding  on  a  unified  approach  to  fair  lending  en- 
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forcement,  a  position  which  the  Secretary  and  the  President  believe 
have  been  long  awaited  in  terms  of  coordination  of  Federal  enforce- 
ment efforts  in  this  area. 

BEST  PRACTICES  STRATEGY 

Secretary  ClSNEROS.  You  might  want  to  say  a  word  about  our 
best  practices  strategy. 

Ms.  Achtenberg.  The  Secretary  has  asked  me,  pursuant  to  his 
authority  under  Title  VIII,  not  only  to  use  his  offices  to  affirma- 
tively further  fair  housing,  but  pursuant  to  the  admonition  in  Title 
VIII,  to  seek  voluntary  cooperation  from  the  various  housing-relat- 
ed industries  I  am  to  work  with  the  mortgage  lenders,  as  well  as 
the  bankers,  on  a  list  of  best  practices  that  they  might  encourage 
their  members  to  utilize  that  which  would  help  them  more  effec- 
tively address  the  issue  of  mortgage  lending  discrimination. 

At  this  point,  for  example,  we  have  been  in  discussions  with  the 
Mortgage  Bankers  Association,  with  the  Washington  Area  Bankers 
Association,  with  the  Comptroller  of  the  Currency,  and  with  the 
FDIC.  This  week  I  am  scheduled  to  meet  with  the  American  Bank- 
ers Association  and  others  to  help  devise  a  list  of  best  practices 
that  members  of  the  industry,  both  mortgage  bankers  and  deposi- 
tory institutions,  might  seek  to  pursue  as  a  way  of  improving  their 
fair  lending  record.  We  expect  that  kind  of  document  to  be  exceed- 
ingly useful  and  we  expect  to  be  executing  those  kinds  of  voluntary 
agreements  over  the  next  weeks. 

Mr.  Stokes.  Have  you  developed  some  form  of  criteria  by  which 
you  assess  discrimination  along  these  lines? 

Ms.  Achtenberg.  Through  the  voluntary  agreement,  Mr.  Chair- 
man, we  have  sought  to  improve  practices.  Because  this  is  vol- 
untary, and  certainly  while  we  would  like  to  interest  many  institu- 
tions in  participating,  it  may  very  well  be  that  the  first  that  will 
come  forward  will  be  those  with  the  best  records  of  fair  lending  as 
compared  to  those  with  somewhat  more  questionable  records. 

Nonetheless,  we  believe  that  given  the  modest  reporting  require- 
ments that  would  be  attached  to  this  kind  of  voluntary  agreement, 
we  would  utilize  the  reports  to  assess  whether  or  not  these  in  fact 
are  the  best  practices. 

Some  of  the  kinds  of  practices  that  we  will  be  encouraging 
through  these  agreements  relate  to,  for  example,  the  institutions 
going  out  into  the  community  and  doing  education  about  lending. 
We  have  found  that  when  church  groups  are  approached  about  the 
possibility  of  doing  education  about  homeownership  and  how  you 
can  improve  your  credit  history  and  the  like,  that  kind  of  education 
has  resulted  in  an  increased  flow  of  good  applications  for  home 
mortgage  credit  and  it  has  also  improved  the  performance  of  the 
lending  institution.  So  it  is  practices  like  those  that  we  are  encour- 
aging through  this,  and  we  believe  that  there  will  be  measurable 
improvement  on  the  part  of  the  institutions  that  subscribe.  But  we 
won't  have  that  information  for  a  year,  and  I  would  be  indeed 
pleased  to  report  to  this  committee  what  kinds  of  improvements,  if 
any,  we  see  from  the  institutions  that  agree  to  participate  in  the 
voluntary  program. 
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FAIR  LENDING  COMPLAINTS 


Mr.  Stokes.  We  would  be  interested  in  having  you  keep  us 
abreast  of  it  as  you  go  along.  Any  information  that  you  would  like 
to  share  with  the  committee  we  would  appreciate.  What  number  of 
complaints  ordinarily  during  the  year  does  HUD  receive  in  this 
area?  A  ny  compilation  in  that  regard? 

Ms.  Achtenberg.  We  have  received  only  300  mortgage  lending 
complaints.  The  substantially  equivalent  State  and  local  agencies 
and  HUD,  combined,  receive  and  process  about  10,000  housing  dis- 
crimination complaints  a  year.  That  number  has  been  steadily  ris- 
ing. Of  that  number,  only  300  are  mortgage  lending  complaints. 
And  we  are,  through  education  and  outreach,  as  well  as  national 
publicity  campaigns  funded  through  our  Fair  Housing  Initiatives 
Program,  seeking  to  make  the  public  more  aware  of  their  rights 
under  the  fair  housing  laws.  We  believe  that  will  result  in  signifi- 
cantly increased  numbers  of  complaints  being  made  to  HUD  and  to 
the  banking  regulators,  which  are  also  qualified  to  receive  fair 
lending  complaints  in  this  area. 

Mr.  Stokes.  I  would  also  venture  to  say  that  there  are  many 
people  who  have  no  idea  where  to  go  or  how  to  complain,  and,  of 
course,  in  many  cases  don't  have  the  necessary  requisite  education 
to  understand  what  really  happened  to  them.  So  I  suppose  your 
outreach  and  educational  activities  in  this  regard,  will  help  that 
situation? 

Ms.  Achtenberg.  I  think  that  is  correct,  Mr.  Chairman.  It  is  in- 
teresting to  note,  however,  that  the  public  is  becoming  much  more 
aware  of  the  problem  of  mortgage  lending  discrimination.  The 
M.B.A.  recently  commissioned  a  Gallup  poll  study  of  successful 
homebuyers  to  determine  whether  or  not  they  thought  they  had 
been  treated  fairly.  And  these  are  people  who  succeeded  in  buying 
homes.  More  than  50  percent  of  all  races  believed  that  they  had 
been  treated  unfairly.  These  are  people  who  succeeded  in  buying 
homes,  mind  you.  So  even  their  perceptions  were  that  they  had 
been  treated  unfairly.  When  they  polled  successful  African-Amer- 
ican homebuyers,  3-to-l  believed  that  they  had  been  treated  un- 
fairly. Hispanic  homebuyers,  2-to-l  believed  that  they  had  been 
treated  unfairly.  So  the  perception,  right  or  wrong,  of  unfair  treat- 
ment at  the  hand  of  the  mortgage  lending  industry  has  been  in- 
creasing over  time. 

I  would  like  to  think  somewhat  with  HUD's  assistance,  but  there 
certainly  have  been  other  forces  at  work  as  well.  We  would  expect 
that  kind  of  thing  to  result  in  an  increased  number  of  complaints 
being  filed  with  HUD. 

Mr.  Stokes.  Thank  you,  Ms.  Achtenberg.  Appreciate  it. 

Ms.  Achtenberg.  Thank  you,  Mr.  Chairman. 

PUBLIC  HOUSING  SWEEPS 

Mr.  Stokes.  Mr.  Secretary,  let  me  go  into  another  area  of  some 
concern.  Over  the  last  couple  weeks  or  so,  Congress  has  been  dis- 
cussing the  whole  matter  of  crime.  The  House,  just  last  week, 
passed  a  crime  bill.  But  in  conjunction  with  the  whole  crime  issue, 
there  are  a  lot  of  other  politically  palatable  issues  that  cause  some 
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very  serious  concerns  relative  to  the  Constitution  and  the  Bill  of 
Rights. 

You  know,  we  hear  things  like  lock  'em  up  and  throw  away  the 
key,  and  other  cliches  that  sound  good,  but  are  not,  in  my  opinion, 
very  well-reasoned.  Of  course,  one  of  the  areas  that  we  hear  of  in 
terms  of  public  housing  crime,  is  the  whole  issue  around  warrant- 
less searches.  And,  of  course,  you  and  I  both  know  that  crime  is 
a  real  problem  for  people  who  live  in  public  housing. 

we  know  that  the  elderly  are  in  a  very  uncomfortable  position. 
Many  are  afraid  to  even  leave  their  homes.  And  we  know  that  dope 
dealers  are  living  in  public  housing  and  creating  problems  for 
them.  I  would  like  to  hear  your  comments  relative  to  this  whole 
question  of  warrantless  searches  in  public  housing. 

Secretary  ClSNEROS.  Yes,  sir.  As  you  know,  this  issue  came  to  the 
fore  because  of  the  situation  in  Chicago  where  the  residents  had 
asked  the  housing  authority  to  solve  the  problem  of  the  immense 
outbreak  of  violence  there;  violence  which  had  resulted  in  open 
gang  wars  and  hundreds  of  weapons  being  brought  into  the  hous- 
ing developments,  heavy  weapons,  assault  weapons,  rifles  and  so 
forth.  Sweeps  had  been  instituted  several  years  ago  and  had  been 
very  effective  in  finding  weapons.  But  there  were  persons  who  were 
treated  badly  on  occasion  and  well  within  their  rights  to  appeal  to 
the  courts,  did,  and  the  ACLU,  of  course,  joined  them  and  objected 
to  violations  of  fourth  amendment  rights. 

CONSTITUTIONAL  LIMITS  OF  SWEEPS 

The  court,  Judge  Anderson  in  Chicago,  ruled  that  the  sweeps  had 
overstepped  the  constitutional  limits.  So  right  after  that,  there  was 
a  tremendous  outbreak  of  violence,  which  happened  to  coincide 
with  a  drug-related  gang  war  in  the  public  housing  developments 
in  Chicago.  In  addition,  because  the  weapons  were  there  and  be- 
cause the  sweeps  had  been  declared  unconstitutional,  there  was  an 
immense  explosion  of  violence  and  gunfire;  300  shooting  incidents, 
not  persons  shot,  but  shooting  of  guns,  in  about  a  week  span  in  the 
Robert  Taylor  Homes  in  particular,  but  also  Stateway  Homes  in 
Chicago. 

And  in  one  two-day  span  that  I  was  there,  it  was  a  Friday  night 
and  a  Saturday,  five  young  people  were  killed  in  and  around  public 
housing  developments.  The  President  called  and  asked  the  Attor- 
ney General  and  I  to  find  a  way  to  allow  the  sweeps  or  some  modi- 
fication of  the  sweeps  to  proceed  within  constitutional  limits.  After 
a  week's  worth  of  work,  we  reported  back  to  the  President  and  to 
the  Chicago  community  that  it  was  our  conclusion  that  sweeps 
could  proceed  with  four  conditions  met. 

First,  sweeps  could  obviously  proceed  in  common  areas.  This  is 
not  insignificant,  because  guns  are  kept  in  common  areas,  lobbies, 
entrance  ways,  mail  areas,  electrical  circuit  boxes,  light  fixtures, 
hallways,  and  stairwells.  All  of  these  have  places  where  weapons 
are  kept  and  extremely  productive  sweeps  of  weapons  are  con- 
cluded in  the  common  areas. 

Sweeping  of  common  areas  encourages  taking  control  of  these 
critical  points,  which  are  the  entrance  ways  to  the  buildings  and 
the  lobbies  themselves.  So  that  was  the  first  set  of  conditions.  Sec- 
ond, clearly  sweeps  are  constitutionally  valid  and  ought  to  be  done 
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in  vacant  areas.  These  are  very  widely  used  areas  for  stashing  of 
weapons. 

I  went  along  with  a  police  group  in  Chicago  one  night  and  many 
weapons,  up  to  25,  were  captured  that  night,  largely  in  vacant 
areas.  These  included  very  high-powered  rifles  with  scopes  on 
them,  for  example,  that  were  used  to  shoot  from  building  to  build- 
ing. 

Third,  there  would  be  sweeps  where  consent  is  given  on  the  spot, 
and  people  do  consent  to  the  sweep  of  the  apartments  because  they 
want  them  so  badly  that  they  are  willing  to  concede  that  incursion 
on  their  own  personal  freedoms  and  sign  a  consent  agreement  to 
have  the  sweep  done. 

Now,  these  are  intended  to  be  noncoercive.  A  person  is  not  co- 
erced into  signing,  and  that  we  do  not  condition  the  right  to  stay 
in  public  housing  on  the  giving  of  consent.  I  personally  witnessed 
a  woman  give  consent  and  the  search  of  her  apartment  resulted  in 
drugs.  In  this  case  it  was  crack.  No,  it  was  heroin,  little  bags  of 
heroin,  that  her  son  had  put  in  her  apartment.  She  did  not  know 
they  were  there.  So  it  is  not  a  waste  of  time  to  sweep  when  consent 
is  given. 

There  are  materials,  guns  and  drugs  and  so  forth,  that  can  be 
discovered  this  way.  The  other  form  of  consent  would  be  consent 
which  is  given  in  advance,  at  the  time  that  a  person  signs  up  for 
a  lease.  Again,  it  must  be  noncoerced  and  it  must  not  condition  ob- 
taining the  public  housing  unit  on  the  person's  willingness  to 
agree.  It  must  simply  be  something  that  a  person  is  willing  to  do 
in  the  context,  offered  and  willing  to  do  voluntarily  in  the  process 
of  signing  up  for  a  lease. 

Now,  there  is  one  yet-to-be-settled  question,  and  it  will  have  to 
be  tested  in  the  courts,  I  assume.  There  are  buildings  where  the 
whole  development  would  like  to  vote  on  a  requirement  that  any- 
one who  comes  into  the  building  sign  a  release  for  sweeps  as  a  con- 
dition for  coming  into  the  building. 

We  believe  that  some  communities  may  want  to  pursue  that 
route  and  that  some  courts  may  feel  that  where  the  residents  have 
voted  there  is  a  measure  of  local  preference.  On  the  other  hand, 
there  is  the  200-year  old  Federalist  paper's  debate  between  the 
rights  of  the  numerical  majority  and  the  numerical  minority.  If  a 
person  signs  away  their  rights,  does  that  mean  they  have  the  right 
to  sign  away  the  rights  of  a  numerical  minority  in  a  particular  set- 
ting? The  courts  have  to  judge  that  one. 

Our  position  is  they  should  not  be  coerced,  they  should  not  make 
obtaining  housing  conditional  on  them.  The  question  of  what  hap- 
pens when  some  development  wants  to  vote  on  the  question  will 
have  to  be  decided  in  the  courts.  Finally  there  is  the  fourth  condi- 
tion, which  is  warrantless  sweeps  in  the  case  of  emergencies.  And, 
of  course,  there  is  long-standing  law  on  issues  of  hot  pursuit,  and 
warrantless  searches  in  emergencies. 

The  Judge,  in  fact,  in  this  ruling  in  Chicago  held  that 
warrantless  sweeps  probably  would  be  allowed  in  exigent  cir- 
cumstances, meaning  specifically  circumstances  where  there  was 
shooting,  say,  from  the  upper  stories  of  a  building,  and  it  was  nec- 
essary to  sweep  an  entire  floor  to  determine  where  the  shooting 
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was  coming  from.  But  it  could  not  be  two  or  three  days  later,  as 
was  being  done  in  Chicago. 

Someone  could  not  say,  well,  there  was  shooting  going  on  here 
three  days  ago,  we  now  want  to  sweep  this  building  as  a  result. 
That  is  not  within  the  limits  of  exigent  circumstances.  Exigency 
would  have  to  mean  within  two  hours  or  three  hours  or  something 
of  that  nature,  as  long  as  it  took  reasonable  time  to  assemble  the 
policeman  power  to  then  conduct  the  search  of  that  setting.  So 
that,  Mr.  Chairman,  are  the  four  conditions. 

We  believe  that  within  those  conditions,  the  sweeps  are  on  solid 
constitutional  ground.  There  are  issues  such  as  whether  or  not  resi- 
dents can  vote  to  make  them  mandatory  and  other  questions  which 
the  courts  will  continue  to  have  to  adjudicate,  but  we  think  now 
that  the  ground  is  fairly  limited  of  what  is  constitutionally  ques- 
tionable and  that  we  have  drafted  these  in  such  a  way  that  they 
are  well  within  the  grounds  of  constitutional  precedent. 

ACLU  REACTION  TO  SWEEPS 

Mr.  Stokes.  What  has  been  the  reaction  of  the  ACLU? 

Secretary  ClSNEROS.  The  ACLU  and  Congressman  Gonzalez, 
Chairman  of  the  House  Banking  and  Housing  and  Urban  Affairs 
Committee,  held  a  hearing  in  Chicago  at  the  request  of  Congress- 
man Bobby  Rush.  Also  present  was  Congresswoman  Cardiss  Col- 
lins, though  she  is  not  a  member  of  that  committee,  and  Senator 
Moseley-Braun.  I  testified  and  made  this  compact  point  about  the 
nature  of  the  sweeps.  The  ACLU  testified  later  in  the  day. 

I  cannot  paraphrase  their  testimony,  but  the  sense  is  that  we 
have  made  substantial  progress  and  they  didn't  contest  this  four 
conditions  version  of  what  would  be  constitutionally  valid. 

Mr.  Stokes.  I  appreciate  that  very  much.  There  is  one  other  area 
in  terms  of  general  questions  that  we  would  like  to  get  into.  I  have 
granted  Mr.  Lewis'  request  that  we  defer  that  area  until  he  gets 
back  this  afternoon. 

Secretary  ClSNEROS.  If  your  meeting  at  1:45  runs  longer,  we  can 
do  this  slightly  later  if  you  would  prefer,  or  2:30  is  fine,  2:45,  3 
o'clock,  whatever  is  convenient  for  you.  We  will  be  here  at  2:30, 
that  is  fine. 

Mr.  Stokes.  Why  don't  we  do  that. 

Secretary  ClSNEROS.  Yes,  that  is  fine.  If  you  are  a  little  behind, 
we  will  wait  for  you. 

Mr.  Stokes.  Thank  you. 

[Recess.] 

DC  DEPARTMENT  OF  PUBLIC  AND  ASSISTED  HOUSING 

Mr.  Stokes.  The  committee  will  come  to  order. 

Mr.  Secretary,  as  we  concluded  this  morning's  session,  I  indi- 
cated that  there  was  an  area  that  both  Mr.  Lewis  and  I  were  quite 
concerned  about  and  that  we  would  defer  until  now.  That  is  the  sit- 
uation involving  recent  reports  about  corruption  in  the  District  of 
Columbia's  Department  of  Public  and  Assisted  Housing. 

The  reports  indicate  that  employees  were  selling  Section  8  rental 
housing  assistance.  Of  course  nothing  is  more  deplorable  than  see- 
ing the  poor  being  taken  advantage  of  by  others,  particularly  when 
they  are  being  assisted  by  their  government;  and  then  having  peo- 


107 

pie  who  are  employees  of  the  government  taking  advantage  of 
these  people. 

We  have  asked  the  Inspector  General  to  prepare  a  paper  for  us 
on  this  matter.  We  would  like  to  have  some  discussion  with  you  or 
the  Inspector  General  regarding  this  matter. 

Secretary  Cisneros.  Thank  you,  Mr.  Chairman. 

Let  me  begin  by  saying  that  obviously  this  is  not  a  freestanding 
public  housing  authority  and  because  it  is  in  the  Nation's  capital, 
it  draws  attention  here.  We  have  no  deeper  affiliation,  or  have  not 
had  any  deeper  affiliation  with  the  District  of  Columbia  Housing 
Authority  than  any  other  housing  authority. 

The  Inspector  General  is  active  across  the  country  and  not  a 
week  passes  that  there  are  not  arrests  or  indictments  in  some 
housing  authority  in  America.  We  now  get  a  report  from  the  In- 
spector General  on  her  activities  every  week,  and  as  I  say,  not  a 
week  passes  that  we  don't  have  some  kind  of  corruption.  So  this 
is  a  fairly  regular  occurrence. 

The  sanctions  are  severe  and  from  time  to  time  these  things  are 
expected.  The  deeper  problem  than  the  immediate  set  of  indict- 
ments in  the  District  of  Columbia  is  serious.  I  agree  with  you  com- 
pletely that  it  is  completely  unacceptable  that  the  poorest  of  our 
citizens,  dependent  upon  their  government,  would  be  abused  by  the 
government  itself.  The  deeper  set  of  problems  is  the  overall  condi- 
tion of  the  D.C.  Public  Housing  Authority. 

We  have  a  system  of  ranking  public  housing  authorities  by  their 
performance  characteristics.  It  is  a  performance  measurement  sys- 
tem called  PHMAP.  On  that  measurement,  the  District  of  Colum- 
bia ranks  as  roughly  the  second  most  poorly  managed  public  hous- 
ing authority  in  the  country. 

PHMAP  scores  range  from  0  to  100.  Good  housing  authorities 
score  in  the  90  percentile  range.  The  District  of  Columbia,  in  my 
recollection,  was  in  the  20s  last  grading  system.  So  it  gives  you  an 
example  of  the  kind  of  operation  that  it  is. 

It  is  complicated  by  a  series  of  factors.  It  is  complicated  by  the 
fact  that  the  District  of  Columbia  is  not  an  independent  govern- 
ment, but  rather  a  unique  appendage,  in  some  sense,  of  the  Federal 
Government,  so  many  of  its  matters  have  to  clear  levels  of  bureau- 
cratic process. 

The  District  of  Columbia  Housing  Authority  is  unique  further  in 
that  in  most  cities,  as  you  know,  the  housing  authority  is  separate; 
it  has  its  own  board,  it  is  set  up  as  a  separate  corporation.  In  the 
District  of  Columbia,  it  is  run  as  a  department  of  the  City. 

Previous  Administrations  have  taken  to  using  that  department  of 
the  City,  because  of  its  large  employment  base,  as  a  patronage 
dump,  so  that  people  who  the  former  mayors  have  had  an  interest 
in  hiring  for  one  reason  or  another,  whether  they  had  any  housing 
expertise  or  not,  are  placed  at  the  housing  authority.  And  so  it  is 
called  a  housing  authority;  but  it  is  really  run  as  a  department  of 
the  City. 

It  is  before  the  court.  A  court  and  a  master  have  been  appointed. 
And  the  decision  was  about  to  be  made  as  to  whether  to  put  it  in 
receivership  or  assign  some  third-party  management  or  some  other 
system.  In  short,  I  am  painting  a  picture  of  a  near  meltdown  of  a 
city  function. 
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Joe  Shuldiner,  whom  you  heard  from  this  morning,  the  Assistant 
Secretary  for  Public  Housing,  concluded  that  HUD  has  an  obliga- 
tion to  step  in  on  these  cases.  We,  for  example,  have  stepped  in  on 
Kansas  City,  in  Chester,  Pennsylvania;  and  just  in  the  last  year, 
forged  a  new  relationship  in  Philadelphia  where  the  mayor  has 
taken  responsibility  for  the  public  housing  authority. 

Assistant  Secretary  Shuldiner  felt  the  time  had  come  to  act  in 
D.C.  This  was  before  the  Section  8  scandal  and  awaiting  some  deci- 
sion by  the  court  on  what  direction  it  would  take.  Our  feeling  was, 
people  are  suffering;  vacant  units  remain  vacant,  crime  is  high, 
and  modernization  monies  are  not  being  spent. 

HUD  has  an  obligation  if  it  believes  that  it  can  do  something. 
And  furthermore,  since  it  is  in  our  own  backyard,  right  here  in  the 
District,  we  have  a  special  obligation  and  are  going  to  be  viewed — 
just  as  you  are  questioning  me  now  on  the  affairs  of  a  single  hous- 
ing authority,  as  having  a  real  stake  in  this. 

So,  beginning  about  three  weeks  ago,  maybe  a  month  ago,  we 
began  a  discussion  with  the  Mayor  of  the  District,  which  cul- 
minated in  a  decision,  an  announcement,  week  before  last,  to  actu- 
ally enter  into  a  partnership  with  the  Department  of  Public  and 
Assisted  Housing  of  the  District  of  Columbia. 

This  is  not  quite  the  same  as  occurred  in  the  past,  where  we 
have  taken  over  a  housing  authority,  as  was  done  in  several.  And 
it  is  not  quite  the  same  as  what  we  forged  in  Philadelphia,  where 
the  mayor  has  taken  a  stronger  leadership  role  over  the  housing 
authority.  Each  one  of  these  is  unique. 

The  one  in  the  District  takes  roughly  the  following  form:  An  ex- 
ecutive committee  has  been  created.  It  has  the  Mayor  as  its  chair 
and  the  Assistant  Secretary  of  HUD  for  vice-chair.  Other  members 
of  the  committee  include  the  President  of  the  Residents  Council  for 
the  City  at  large,  the  City  Council  member  who  is  responsible  for 
the  housing  committee,  and  a  private  citizen  who  has  experience  in 
housing — five  persons  on  the  executive  committee.  We  are  doing 
this  essentially  because  we  think  that  though  it  might  be  war- 
ranted, defensible,  to  take  over  the  District  of  Columbia  depart- 
ment in  some  more  dramatic  fashion,  is  not  yet  necessary.  The  Dis- 
trict of  Columbia  is  already  disadvantaged  enough  for  lack  of  elect- 
ed official  oversight  and  for  a  Federal  department  to  take  away 
what  little  discretion  it  does  have,  it  seemed  to  me,  was  disrespect- 
ful. I  felt  a  better  course,  though  maybe  perhaps  a  more  difficult 
one,  was  to  forge  some  partnership  role  where  the  principally  elect- 
ed officials,  city  wide,  remained  in  an  oversight  role  over  elective 
functions — and  we  would  be  in  a  partnership  responsibility. 

We  will  see  how  this  works,  but  it  is  our  intent  to  demand,  with- 
in three  months,  a  plan  for  the  next  year  and  then  a  three-year 
plan,  which  we  will  help  determine  lowering  vacancy  rates,  vacancy 
reduction,  crime  reduction,  modernization  funds,  and  others  issues. 

Now,  let  me  just  close  my  remarks  with  two  or  three  quick  addi- 
tional points.  Yesterday  at  the  meeting  of  the  Domestic  Policy 
Council,  I  suggested  that  other  departments  may  want  to  join  us 
in  our  work  in  the  District,  since  it  is  a  wonderful  potential  show- 
case for  what  Federal  agencies  can  do  together,  locating  child  care 
in  public  housing,  school  programs  in  public  housing,  crime  pro- 
grams in  public  housing,  here  in  the  District. 
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Secondly,  we  now  have  staff  in  there,  sorting  out  the  worst  of  the 
management  problems.  Mr.  Shuldiner  has  assigned  some  12  people 
this  week  to  be  in  there  working  on  basic  accounting  procedures 
and  systems  procedures. 

We  found,  for  example,  that  funds  that  were  Department  of 
Housing  funds  were  being  co-mingled  with  the  City's  general  funds, 
so  it  was  impossible  to  know  the  true  destination  of  funds  that 
were  originally  destined  for  housing,  but  had  been  bled  over,  into 
District  of  Columbia  matters. 

Now,  if  I  may,  I  would  like  to  ask  Joe  Shuldiner  just  to  give  you 
some  additional  sense  for  how  this  partnership  will  work. 

Mr.  Stokes.  We  would  appreciate  it,  Mr.  Shuldiner. 

DC-HUD  AGREEMENT 

Secretary  Cisneros.  Yes,  and  the  Inspector  General  is  of  course 
available  to  you  also. 

This  is  the  material  that  I  asked  Joe  to  prepare  during  the  lunch 
hour,  which  is  the  same  information  that  was  presented  yesterday 
to  the  Domestic  Policy  Council.  And  if  you  will  look  to  the  left-hand 
pocket  there,  you  will  find  a  map  of  the  District  of  Columbia  sites. 
You  will  find  a  description  of  the  way  we  want  to  organize  this 
Federal  collaborative.  You  will  find  the  letter  that  was  tendered  to 
the  Mayor  describing  what  we  demanded  of  this  partnership,  de- 
manded of  the  District  Housing  Department,  and  other  background 
information. 

Joe. 

Mr.  Shuldiner.  Thank  you,  Mr.  Secretary. 

As  you  can  see  and  as  the  Secretary  has  said,  we  felt  there  was 
a  need  to  join  with  the  City  in  the  sense  of  addressing  some  of  the 
problems  that  have  become  all  too  clear  in  reading  newspaper  re- 
ports and  our  own  audit  reviews. 

As  the  Secretary  said,  it  is  a  multipart  effort.  He  mentioned  the 
creation  of  the  executive  committee,  which  would  work  somewhat 
as  a  board  of  commissioners  would  in  a  more  traditional  setup  of 
a  housing  authority.  We  have  sent  staff  into  the  Department  to 
begin  to  look  at  the  operations;  our  modernization  people  are  work- 
ing with  their  modernization  people,  our  comptroller  is  working 
with  their  financial  people  in  order  to  get  a  sense  of  what  needs 
to  be  done. 

Another  aspect  of  the  agreement  was  the  presence  of  a  third- 
party  management  team  that  would  advise  the  Executive  Director 
and  report  to  the  committee.  In  addition  to  what  HUD  is  doing, 
there  is  the  consultant  team  of  Clyde  McHenry  and  Jeff  Lines,  that 
are  also  reviewing  the  activity  going  on  there  and  making  rec- 
ommendations to  the  Acting  Executive  Director  and  to  the  execu- 
tive committee. 

And  the  last  part,  as  the  Secretary  said,  we  would  hope  that  with 
our  presence  we  would  lead  a  coordinated  effort  with  other  Federal 
departments  to  provide  services  to  the  District. 

As  the  Secretary  said  also,  our  plan  is  that  by  May  16th  to  re- 
ceive a  six-month  plan  so  that  within  that  six  months,  we  would 
have  a  three-year  plan  for  addressing  conditions  there.  We  also  ex- 
pect— as  we  did  in  Philadelphia — to  reach  out  to  other  large  hous- 
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ing  authorities  for  assistance,  and  have  them  send  staff  to  act  as 
consultants  and  trainers,  to  help  us  improve  the  actions. 

I  think  we  will  be  able  to  do  some  good  rather  quickly,  but  I 
think  that  the  basic  programs  will  take  a  while  to  turn  around. 

Again,  as  the  Secretary  said,  most  of  the  programs  don't  have 
automated  tracking  systems,  and  the  manual  ones  have  not  been 
kept  up  to  date.  So  it  is  very  difficult  to  track  things.  The  Section 
8  program  is  a  good  example,  where  everything  is  kept  by  tenant 
files.  Unless  you  know  the  name  of  the  tenant,  you  can't  find  any- 
thing such  as  when  contracts  expire.  It  is  going  to  take  us  a  while 
not  only  to  find  everything,  but  also  to  recreate  files  and  then  even- 
tually build  systems  that  will  allow  the  housing  authority  to  func- 
tion. 

We  have  already  met  with  the  city  wide  residents'  organizations 
to  discuss  with  the  council  presidents  what  their  needs  are.  We 
would  like  to  see  them  get  more  training  and  become  more  involved 
in  the  solution.  All  in  all,  as  I  said,  I  think  it  will  take  a  while  be- 
fore there  is  fundamental  change;  but  I  think  our  presence  will  be 
immediately  salutary  to  the  operations. 

extent  of  problem  nationwide 

Mr.  Stokes.  I  appreciate  that  explanation.  I  guess  our  concerns 
are  much  broader,  in  terms  of  the  subcommittee's  perspective.  Mr. 
Lewis  and  I,  immediately  upon  the  breaking  of  this  story,  sat  down 
and  discussed  it  and  what  our  perspective  should  be.  And  of  course 
our  concern  was  how  widespread  is  this  type  of  corruption? 

Obviously,  as  unique  as  the  District  is,  we  know  that  the  District 
is  not  alone  in  terms  of  corruption  throughout  the  Nation.  I  see  in 
some  of  your  materials  here  that  obviously  New  Orleans  has  an- 
other very  bad  situation.  I  don't  know  whether  that  includes  cor- 
ruption or  not;  I  haven't  read  the  article  yet.  But  how  widespread 
is  this  whole  corrupt  picture? 

Secretary  ClSNEROS.  Let's  get  the  Inspector  General,  if  you  would 
like,  Mr.  Chairman,  to  speak  to  the  issues  of  the  extent  of  corrup- 
tion. As  I  say,  I  read  her  weekly  reports;  she  is  doing  a  wonderful 
job,  and  not  a  week  passes  that  there  is  not  some  situation  of  ar- 
rests or  indictments  in  some  public  housing  authority  across  the 
country,  for  some  purpose — maybe  repair  monies  that  are  being 
steered  to  the  wrong  purposes  or  other  activity.  It  is  not  always 
this  kind  of  bribery  for  Section  8. 

One  of  the  results  of  our  concerns  about  corruption  was  the  cre- 
ation of  Operation  Safe  Home,  which  was  announced  earlier  this 
year  by  the  Vice  President,  as  a  means  of  dedicating  resources  to 
problems  of  violence  and  drugs  and  guns  in  public  housing,  to  man- 
agerial corruption  and  also  corruption  in  assisted  housing.  The  In- 
spector General  has  added  a  whole  new  interpretation  of  the  of  job 
of  Inspector  General  in  staffing  and  organizing  for  this  kind  of  root- 
ing out  of  crime  on  a  widespread  basis. 

BREACH  OF  EXISTING  CONTROLS 

Ms.  Gaffney.  I  would  like  to  say  to  you,  Mr.  Chairman,  that  in 
the  District,  what  happened  was  quite  deliberate.  There  was  a  de- 
liberate break  in  internal  controls  within  DPAH. 
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That  is,  in  1989  there  was  a  system  of  internal  controls  in  oper- 
ation. There  was  one  unit  that  controlled  and  was  responsible  for 
the  integrity  of  the  waiting  list.  There  was  another  unit,  the  hous- 
ing unit  then,  which  was  responsible  for  getting  the  information 
from  the  other  unit  on  eligible  tenants  and  then  making  the 
awards  of  the  vouchers. 

In  1989,  the  acting  administrator  of  the  housing  unit  said  it  was 
taking  too  long  to  get  the  information  from  the  waiting  list  people, 
and  so  she  sought  and  was  given  authority  to  go  directly  into  the 
waiting  list.  It  was  that  breakdown,  absolute,  in  internal  controls, 
that  allowed  all  of  these  bribes  to  happen. 

As  the  Secretary  said,  we  know  that  fraud  and  corruption  in  pub- 
lic housing  administrations  have  generally  been  a  problem  in  this 
country.  Our  investigative  coverage,  however,  has  traditionally 
been  reactive;  that  is,  we  have  initiated  an  investigation  when  we 
received  complaints. 

At  the  request  of  your  committee,  we  went  back  through  our  files 
to  look  at  how  many  of  these  kinds  of  allegations,  of  this  type  of 
behavior,  we  had  received  over  the  last  three  years.  We  found  only 
17.  We  have  opened  17  cases.  One  of  them  is  closed;  16  are  ongo- 
ing. They  involve  waiting  list  manipulation  through  bribes,  favor- 
itism, whatever. 

But  in  the  scheme  of  things,  given  our  investigative  workload,  17 
is  a  very  small  number. 

Mr.  Lewis.  That  is  across  the  country,  right? 

Ms.  Gaffney.  Right.  And  that  is  over  the  past  three  years. 

As  the  Secretary  said,  one  reason  we  started  Operation  Safe 
Home  is  that  we  believe  we  have  to  make  a  more  concerted  attack 
on  fraud  in  public  housing.  And  so  we  have  initiated,  instead  of 
just  reacting,  a  campaign  which  is  a  series  of  fraud  probes.  We  are 
going  to  go  into  public  housing  authorities  across  the  country  and 
look  deliberately  for  fraud  in  a  variety  of  areas.  Waiting  list  manip- 
ulation is  going  to  be  among  them. 

We  have  already  started  eight  of  those  probes  at  Mr.  Shuldiner's 
request.  We  were  planning  to  do  another  seven.  He  specifically 
asked  that  we  also  go  into  DPAH  and  do  one.  Now,  these  are  not 
normal  audits.  We  are  not  going  to  be  issuing  reports  and  we  are 
not  going  to  be  taking  six  months  to  do  everything  to  audit  stand- 
ards. We  are  going  to  be  looking  for  fraud  and  corruption,  and  the 
product  will  be  investigative  referrals. 

I  think  with  respect  to  DPAH,  that  Mr.  Shuldiner  is  correct.  It 
is  very  important  for  us  to  be  there  because  we  have  to  establish 
in  that  Department  a  baseline  of  where  we  stand  with  regard  to 
integrity.  And  if  we  can't  do  that  now,  we  are  not  going  to  be  able 
to  get  anywhere,  because  we  are  not  going  to  know  what  we  can 
trust  and  what  we  can't. 

I  am  sorry  to  have  gone  on  so  long. 

Mr.  Stokes.  No,  I  appreciate  your  taking  the  time  to  address  it 
in  the  manner  that  you  have. 

Mr.  Lewis,  I  yield  to  you. 

PROACTIVE  RESPONSE  TO  POSSIBLE  FRAUD 

Mr.  Lewis.  Thank  you  very  much,  Mr.  Chairman. 
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Mr.  Secretary,  as  my  Chairman  indicated,  the  heart  of  our  con- 
cern is  the  reality  that  there  would  appear  to  be  an  established 
pattern  in  the  District  of  Columbia  of  a  concerted,  programmed  ef- 
fort to  rip  off  the  poorest  of  the  poor  in  our  society,  with  malice 
aforethought,  literally  to  steal  from  those  people.  The  Inspector 
General's  suggestion  that  we  are  going  to  take  a  little  different  ap- 
proach— that  is,  to  be  proactive — certainly  is  responsive  to  the  con- 
cerns that  I  have. 

In  another  way,  I  would  agree  with  you,  Mr.  Secretary,  that  the 
Capital  is  only  one  agency  or  housing  authority.  Without  any  doubt 
the  Nation's  Capital  gets  a  very  special  kind  of  focus  across  the 
country.  It  should  symbolize  the  best  that  we  have  available  and 
the  best  that  we  are  trying  to  do  for  people. 

Secretary  CiSNEROS.  And  it  is  the  tenth  largest.  So  it  is  not  insig- 
nificant. 

Mr.  Lewis.  It  is  not  insignificant,  that  is  correct. 

Secretary  CiSNEROS.  To  state  it  in  the  negative,  if  I  may,  Mr. 
Lewis,  when  they  fail,  they  are  an  extraordinarily  visible  sign  to 
the  Nation  that  some  of  the  things  we  want  to  do  are  prone  to  fail- 
ure. So  there  is  a  tremendous  opportunity  cost  in  watching  things 
fail  in  the  District  of  Columbia.  They  become  an  extraordinarily 
visible  negative  symbol. 

HUD  ROLE  IN  SOLVING  D.C.  HOUSING  PROBLEM 

Mr.  Lewis.  Could  you  help  us,  for  the  record,  get  a  better  under- 
standing of  your  view  regarding  the  best  set  of  solutions. 

Secretary  CiSNEROS.  In  the  District  of  Columbia? 

Mr.  Lewis.  Yes.  Was  it  your  understanding  that  the  Special  Mas- 
ter had  already  recommended  that  the  D.C.  Public  Housing  Au- 
thority be  managed  in  receivership  by  the  courts  when  you  em- 
braced Mayor  Kelly's  commission  to  oversee  the  D.C.  Public  Hous- 
ing Authority? 

Secretary  CiSNEROS.  No,  the  judge  had  not  yet  concluded  what 
course  to  take,  and  certainly  receivership  was  an  option.  We 
thought  about  it  and  concluded  that  if  there  was  to  be  another  re- 
ceiver or  some  third-party  person  who  may  or  may  not  know  much 
about  public  housing,  but  was  assigned  to  this  job,  and  HUD  had 
to  in  effect  be  on  board  with  whatever  that  new  structure  was  be- 
cause of  our  funding  for  operating  subsidies,  modernization  and  de- 
velopment and  the  rest  of  it,  that  we  would  be  in  the  position  of 
the  tail  being  wagged  by  the  dog  and  that  we  would  rather  be  in 
a  more  assertive  posture  over  our  own  destiny,  rather  than  just  be 
in  a  position  where  some  unknown  person  was  going  to  be  assigned 
mastery  of  the  D.C.  Housing  Authority. 

We  would  get  all  the  blame  for  the  failures,  but  would  have  no 
control  over  the  direction;  and  that  is  the  reason  we  chose  to  put 
ourselves  in  a  posture  where  we  can  have  more  veto  and  more  say 
than — who  knows  what  direction  a  third-party  receiver  might  take? 

Joe,  do  you  want  to  expand? 

Mr.  SHULDINER.  The  Special  Master  has  recommended  in  his 
final  report  for  receivership.  I  don't  know  if  it  occurred,  but  he  was 
to  have  been  deposed  by  the  City  yesterday.  Sometime  thereafter, 
the  court  will  hold  a  hearing,  and  then  make  a  decision. 
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In  terms  of  what  the  Secretary  said  and  what  we  were  thinking, 
and  given  what  happened  over  the  termination  of  the  former  Exec- 
utive Director,  it  is  likely  that  whatever  the  Judge  does  will  be  ap- 
pealed and  will  therefore  not  immediately  take  place. 

So  I  think  there  were  two  things  driving  us.  One  is,  we  felt  that 
assistance  had  to  be  provided  right  away,  and  we  we  had  an  ability 
to  do  it,  where  the  court  may  or  may  not.  Secondly,  what  the  Sec- 
retary mentioned  before,  that  D.C.  is  a  little  bit  unique  in  the 
sense  that  the  housing  authority  is  a  City  department  and  really 
a  number  of  its  functions  are  carried  out  by  other  departments  in 
the  District.  As  such,  it  would  be  very  difficult  for  a  receiver  to 
function  without  the  cooperation  of  the  District,  because  it  needs 
to  have  support  from  some  of  the  other  departments,  such  as  Gen- 
eral Service,  which  writes  the  checks  and  does  the  procurement. 
We  thought  by  going  into  partnership  with  the  District,  and  having 
a  cooperative  venture,  we  had  a  better  chance  for  success. 

I  want  to  clarify  one  thing  the  Secretary  said.  The  committee  is 
not  a  majority-rules  committee.  Both  the  Mayor  and  myself  have 
veto  power  over  what  is  decided.  So,  in  reality,  the  Mayor  and  I 
have  to  agree  for  something  to  occur.  So  it  is  somewhat  different. 

Secretary  ClSNEROS.  This  is  a  really  major  commitment  on  the 
Assistant  Secretary's  part,  for  his  division  within  HUD,  and  also 
for  HUD.  We  don't  do  this  lightly  and  we  don't  do  this  joyfully,  be- 
cause it  is  a  major  problem  and  we  much  prefer  the  housing  au- 
thority to  be  run  independently  and  to  be  run  well.  But  it  is  not 
being  run  well. 

Joe  does  have  experience.  Joe  ran  the  New  York  City  Housing 
Authority,  a  good  one,  and  the  second  largest  one  in  the  country, 
Los  Angeles,  before  coming  here.  He  is  the  first  Assistant  Secretary 
for  Public  Housing  ever  named  to  this  job  who  ran  a  public  housing 
authority  before.  I  don't  know  how  people  were  selected  for  the  job 
before,  but  he  is  the  first  one. 

He  has  also  assembled  around  him  people  who  know  the  field. 
For  example,  the  director  of  a  major  office  who  was  the  housing  di- 
rector in  Denver;  another  office  director  was  a  housing  director  in 
Delaware,  and  so  forth.  So  I  have  a  lot  of  faith  in  his  ability  to  see 
the  potential  here.  And  what  Joe  tells  me  about  the  District  of  Co- 
lumbia is  that  it  is  manageable.  It  is  not  New  York,  it  is  not  Phila- 
delphia, it  is  not  Chicago,  which  you  know,  literally,  you  cringe  at 
the  prospects.  This  one  is  troubled,  but  of  a  scale  that  he  can  get 
a  handle  on  it. 

He  and  Assistant  Secretary  Retsinas  and  other  members  of  our 
staff,  I  think  Bruce  Katz,  this  weekend  did  a  tour  of  some  of  the 
District  of  Columbia  properties  which  are  on  that  map  that  he  has 
given  you  there,  and  they  came  back  with  the  conclusion  that  what 
is  bad  is  bad,  but  that  they  know  what  to  do. 

So  we  did  this  for  no  other  reason  than  that.  We  don't  want  to 
see  people  suffering  in  our  field  of  business  and  where  we  have  a 
potential  to  help,  nearby,  we  will  take  the  responsible  steps  that 
are  within  our  power  to  take. 

DOWNSIDES  TO  RECEIVERSHIP 

Mr.  Lewis.  Are  there  downsides  to  receivership  that  we  haven't 
discussed? 
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Secretary  ClSNEROS.  To  receivership  per  se?  The  principal  down- 
side is  the  one  we  have  discussed.  We  don't  know  who  it  would  be, 
we  don't  know  what  direction  they  would  take,  and  we  don't  know 
what  position  that  would  put  us  in. 

Mr.  Shuldiner.  As  I  said,  I  think  the  likelihood  is,  it  would  lead 
to  a  prolonged  court  battle  and  would  not  provide  immediate  relief. 
I  should  mention  that  we  are  not  a  party  to  the  action,  so  it  kind 
of  left  us  out.  As  the  Secretary  said,  given  the  visibility  of  the  D.C. 
Housing  Authority,  it  was  important  for  us  to  become  involved  and 
try  to  help  turn  it  around,  and  that  is  what  we  hope  to  do. 

Mr.  Lewis.  Nothing  is  more 

Secretary  Cisneros.  I  told  Joe  that  he  could  do  this,  but  it 
couldn't  be  on  HUD  time.  He  would  have  to  do  it  after  hours,  early 
in  the  mornings,  weekends,  so  forth. 

Mr.  Lewis.  Yes,  I  can't  think  of  much  that  is  more  bothersome 
to  me  than  having  Big  Brother  or  Uncle  Sam  looking  over  one's 
shoulder  every  day  of  the  week.  I  wouldn't  think  that  because  we 
change  a  few  lines  and  a  few  people,  suddenly  this  pervasive  man- 
agement difficulty  would  disappear.  And  we  have  a  serious  respon- 
sibility to  see  that  those  dollars  get  to  the  people  we  were  chal- 
lenged to  serve  in  the  first  place. 

So,  Mr.  Chairman,  maybe  you  and  I  could  follow  through  on  that 
in  another  circumstance. 

SPECIFIC  REMEDIES 

Secretary  ClSNEROS.  Congressman,  if  I  may,  would  you  like  take 
a  look  at  the  letter  in  your  packet  there,  which  I  sent  to  the  Mayor, 
dated  April  14th? 

Mr.  Lewis.  I  have  that  here. 

Secretary  ClSNEROS.  And  on  the  second  page,  you  will  see  begin- 
ning with  the  letter  "I,"  some  of  the  specifics  that  you  have  just 
asked  for — that  we  are  asking  for  as  well,  and  intend  to  join  in  pro- 
ducing: compilation  of  needs  assessment,  design  work,  cost  estimat- 
ing, engineering  surveys,  unclogging  the  modernization  pipeline, 
expediting  the  start-up  of  the  urban  revitalization  program  for  the 
Ellen  Wilson  apartments,  expediting  HUD-approved  demolition, 
forwarding  City-approved  demolition  disposition  requests,  conclud- 
ing the  Kenilworth  renovation,  consummating  its  conversion  or  dis- 
position, establishing  a  single  auditable  format  for  an  automated 
system  for  management  reporting,  overhauling  the  inadequate 
maintenance  systems  and  project  management  operations,  prepar- 
ing and  forwarding  a  funding  application  to  HUD  for  vacancy  re- 
duction assessment  program,  and  so  forth.  Those  are  the  kinds  of 
specifics. 

PATRONAGE  IN  ALLOCATING  HOUSING 

Mr.  Lewis.  You  mentioned  Kenilworth.  It  seems  to  me  that  there 
was  a  picture  in  the  paper  several  years  ago  of  local  citizen  involve- 
ment in  that  project.  I  think  that  was  when  Kemp  was  Secretary. 
It  was  kind  of  one  of  those  models  we  were  pointing  to.  Yet  it  is 
very  apparent  that  at  that  point  in  time  people  were  getting  on  the 
list  if  they  paid  off  somebody.  We  ought  to  at  least  be  able  to  know 
if  there  is  any  kind  of  foundation  underneath  that  example. 
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I  don't  want  to  point  at  any  individual,  but  it  certainly  strikes 
me  that — it  had  to  be  apparent  to  somebody,  that  there  was  dif- 
ficulty, and  yet  maybe  that  is  what  led  to  the  investigation  in  the 
first  place. 

Ms.  Gaffney.  I  think  this  is  a  case  where,  in  fact,  the  system 
worked.  What  happened  is,  a  confidential  informant  went  to  the 
Executive  Director  of  the  housing  authority,  who  went  to  the  IG  of 
D.C.,  who  then  went  to  the  Metropolitan  Police,  who  then  went  to 
the  HUD  IG;  and  so  at  every  point  people  were  concerned  and  kept 
pushing. 

What  is  interesting  about  this  case  is:  it  all  started  with  one  con- 
fidential informant.  But  as  soon  as  people  became  aware  that  we 
were  investigating  this,  people  started  coming  out  of  the  walls.  And 
the  people  who  were  coming  out  of  the  walls  were  people  who  were 
angry  because  they  had  paid  bribes  and  hadn't  gotten  anything  in 
return.  So  I  think  that  just  goes  to  show  you  the  importance  of  an 
investigative  presence. 

NEED  FOR  WIDE  RANGE  OF  RESOURCES 

Secretary  Cisneros.  Mr.  Chairman,  if  I  may  just  say  a  word 
more  on  this.  The  problem  in  public  housing,  for  one  reason  or  an- 
other, perhaps  is  because  of  the  general  disrespect  for  the  institu- 
tion; or  perhaps  it  is  because  they  have  been  used  as  patronage  op- 
portunities in  many  cities.  But  the  problems  of  the  District  are  not 
unique,  and  they  exist  in  many  places  across  the  country. 

That  is  why  I  asked  the  Inspector  General  to  take  on  this  new 
responsibility;  we  are  calling  it  Operation  Safe  Home.  It  is  why  we 
are  attempting  to  identify  sources  of  funding  from  our  own  budget, 
as  well  as  from  the  crime  bill;  so  that  she  can  have  the  resources 
needed  to  do  undercover  investigations,  which  can  be  quite  expen- 
sive, and  so  forth.  But  we  need  to  uncover  drug  operations  in  public 
housing  which  are  what  lead  to  these  gang  wars,  like  the  one  in 
Chicago.  We  need  to  uncover  guns  of  the  kind  I  described  to  you 
earlier.  We  need  to  get  a  handle  on  random  violence,  management 
abuses,  bribery  and  corruption  and  other  forms  of  crime  in  assisted 
housing,  beyond  public  housing. 

I  just  draw  this  to  your  attention  because,  as  you  think  about 
some  of  the  administrative  budget  that  we  need,  the  resources  to 
do  this  kind  of  job  will  have  to  be  there. 

Finally,  on  this  point,  Assistant  Secretary  Marilynn  Davis  who 
has  not  spoken  today  has  a  new  responsibility  as  well,  and  that  is 
to  create  almost  from  scratch,  a  massive  training  commitment. 

HUD's  people  and  the  people  we  work  with  are  undertrained — 
principally  housing  authorities,  nonprofit  housing  developers  and 
so  forth — and  with  your  permission,  I  would  ask  her  just  to  say  a 
quick  word  of  why  she  asked  for  training  money  and  what  she 
hopes  to  do  with  it  in  the  form  of  training  what  we  call 
"intermediaries"  or  "allies." 

CLEANING  UP  IMAGE  OF  PUBLIC  HOUSING 

Mr.  Lewis.  Before,  Mr.  Secretary,  the  IG  steps  aside,  I  want  you 
to  know  that  I  don't  believe  it  is  the  Chairman's  intention,  nor  is 
it  my  intention  to  make  the  housing  department  a  police  agency. 
But  having  said  that,  I  stand  ready  to  do  everything  I  can  to  facili- 
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tate  her  efforts  to  carry  forward  investigations  that  are  really  de- 
signed to  make  sure  that  the  money  gets  where  it  is  supposed  to 
go  in  the  first  place. 

And  if  we  do  have  a  pattern  across  the  country,  then  we  ought 
to  make  certain  that  we  take  whatever  steps  are  necessary  to  see 
that  those  very  difficult  dollars  are  used  well. 

Secretary  Cisneros.  Sure.  It  is  in  part,  sir,  to  make  sure  the 
money  is  well  spent;  but  it  is  also  to  break  the  cynicism  that  people 
too  readily  accept  about  public  housing  and  poor  people's  programs 
generally — that  they  are  just  supposed  to  be  corrupt,  and  we  don't 
care  very  much  about  them. 

Mr.  Lewis.  OK.  Thank  you.  Yes. 

TRAINING  FACILITIES  AND  METHODS 

Secretary  Cisneros.  The  other  side  of  the  coin  in  breaking  the 
cynicism  is  to  provide  people  some  kind  of  pride  in  their  work,  be- 
cause it  is  certified,  because  they  are  skilled,  because  there  is  a 
real  certifiable  credential  associated  with  it;  and  that  is  where  this 
training  initiative  comes  in. 

Mr.  Stokes.  Before  she  leaves,  Ms.  Gaffney,  we  thank  you  for 
your  testimony  and  the  cooperation  you  have  given  us  on  this  com- 
mittee. Also,  Mr.  Shuldiner,  we  appreciate  your  testimony. 

Ms.  Davis,  we  are  pleased  to  hear  from  you. 

Ms.  Davis.  Thank  you,  Mr.  Chairman,  Congressman  Lewis. 

As  you  have  seen  from  our  submission,  we  are  proposing  a  sig- 
nificant increase  in  our  training  budget  from  about  $6  million  to 
about  $10.5  million  this  year.  Our  training  initiatives,  as  the  Sec- 
retary mentioned,  have  been  fashioned  in  a  way  to  try  to  com- 
pensate for  the  absence  of  significant  training  expenditures  and  a 
training  effort  over  the  last  several  years. 

Our  major  technique  for  doing  this  is  to  try  to  bring  the  training 
efforts,  kicking  and  screaming,  to  the  20th  century,  by  using  tech- 
nology in  a  way  that  we  haven't  before.  We  have  invested  a  consid- 
erable amount  of  money,  for  us — about  $1.5  million  out  of  our 
training  budget — to  install  satellite  dishes  on  our  55  largest  offices, 
and  to  enable  us  to  begin  a  distance  learning  effort. 

Our  conventional  training  methods  have  really  involved  class- 
room learning  experiences,  which  have  accommodated  25,  30, 
maybe  40  participants  at  a  time.  To  give  you  an  example  of  the 
power  of  distance  learning,  we  recently  had  a  class  with  FHEO, 
Housing  and  Office  of  General  Counsel  participants.  We  had  320 
enrollees  from  around  the  country;  about  another  180  who  were  not 
registered  sat  in.  So  instead  of  having  25  people  learn  something, 
we  were  able  to  have  about  500  learn  something. 

Our  intention  is  to  make  those  facilities  available  to  people,  our 
intermediaries,  people  in  the  public  housing  authority's  manage- 
ment themselves. 

We  have  also  recently  entered  into  a  partnership  arrangement 
with  the  University  of  Maryland.  The  University  of  Maryland  is 
our  first  partner  because  they  have  a  long  history  in  correspond- 
ence courses,  teaching  people  and  certifying  degree  programs  for 
people  at  a  distance,  whether  they  are  soldiers  in  Germany,  or  mili- 
tary personnel  from  around  the  world. 
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We  have  structured  the  relationship  so  that  their  services  will  be 
available  to  people  from  a  number  of  different  places  around  the 
country  and  will  be  available  to  intermediaries  as  well.  Those  are 
two  of  the  major  new  projects. 

Another  thing  that  we  have  done,  which  is  not  directly  related 
to  training  per  se  but  has  implications,  is  to  develop — I  also  look 
after  systems  for  the  Department — a  HUD  systems  network  among 
the  public  housing  authorities  which  enables  them  to  talk  to  each 
other  in  a  way  that  they  had  not  been  able  to  before. 

So  those  are  three  things  we  are  doing. 

Mr.  Stokes.  You  still  have  the  time  if  you  want. 

CAPITALIZING  MODERNIZATION  FUNDING 

Mr.  Lewis.  I  appreciate  very  much  your  testimony,  and  training 
people  is  one  of  the  ways  to  make  sure  these  systems  operate  as 
we  hope.  But,  Mr.  Secretary,  you  have  asked  legislative  authority 
to  allow  PHAs  to  capitalize  their  housing  stock  based  upon  antici- 
pated modernization  funding. 

Secretary  ClSNEROS.  That  really  needs  to  be  torn  down. 

Mr.  Lewis.  Yes,  and  historically,  we  have  separated  the  building 
of  new  units  from  the  repair  of  existing  units  for  budgetary  rea- 
sons. 

Let's  presume  that  you  have  a  local  housing  authority  that  de- 
cides that  the  $10  million  or  $100  million  in  the  flow  that  particu- 
lar year  is  going  to  be  used  to  capitalize  a  bond  issue  for  building 
new  units,  and  thereby,  they  are  committing  not  just  that  year's 
flow  but  probably  some  years  to  come. 

Secretary  ClSNEROS.  Correct. 

DANGERS  OF  LONG-TERM  COMMITMENT 

Mr.  Lewis.  You  are  talking  about  a  long-term  commitment  al- 
most as  an  entitlement  from  the  Federal  Government,  if  you  will. 

Are  you  confident  that  an  agency  like  D.C.  is  going  to  be  able  to 
deal  with  that  new  kind  of  flexibility  in  a  fashion  that  will  ensure 
that  the  funds  get  to  the  people  we  want  to  serve? 

Secretary  ClSNEROS.  I  think  the  underlying  theme  in  your  ques- 
tion is  that  we  have  to  be  very  careful  to  provide  technical  assist- 
ance and  otherwise  to  make  sure  that  the  money  is  well  spent.  And 
we  certainly  want  to  do  that.  We  might  well  establish  some  criteria 
of  management  excellence  before  a  housing  authority  can  exercise 
the  option  to  participate  in  a  program  like  this.  I  certainly  would 
be  open  to  that. 

But  I  would  say  to  you  that  if  an  agency  is  that  bad,  then  wheth- 
er the  Federal  Government  spends  $10  million  a  year  over  10  years 
and  it  is  completely  lost,  because  at  the  end  of  the  game  there  is 
neither  replacement  nor  much  modernization,  versus  having  the 
money  up  front  and  actually  trying  to  get  it  to  replacement,  that 
it  about  evens  out.  I  don't  think  we  would  certainly  be  any  worse 
off  than  with  the  present  circumstances;  but  the  present  cir- 
cumstances are  unacceptable,  and  we  can't  live  with  that. 

Mr.  Lewis.  Mr.  Chairman,  let's  say  you  and  I  had  this  question- 
able privilege  5  years  ago  and  we  had  given  this  authority;  for 
leveraging  to  the  D.C.  housing  authority.  There  would  be  serious 
questions  about  the  way  the  funds  had  been  handled. 
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Query,  do  we  create  new  kinds  of  liability  for  the  Federal  Gov- 
ernment in  terms  of  those  long-term  bonds?  What  is  our  relation- 
ship there?  Do  we  want  to  continue  appropriating  those  monies 
every  year  in  spite  of  the  fact  the  agency  is  not  being  run  well? 

LIMITS  ON  PUBLIC  HOUSING  COLLATERALIZATION 

Secretary  Cisneros.  Those  are  good  questions  and  they  are  ques- 
tions OMB  asked  as  well.  As  a  result,  they  have  required  some 
local  collateral  on  these  issues. 

Joe,  do  you  want  to  speak  to  that? 

Mr.  Shuldiner.  Yes,  there  are  a  couple  of  things  in  the  bill,  Mr. 
Congressman. 

First,  you  can't  collateralize  more  than  50  percent  of  the  annual 
allocation.  So  in  your  hypothetical,  they  are  getting  $1  million  a 
year,  they  can  only  do  5  times  10,  or  $50  million.  So  they  would 
always  have  at  least  50  percent. 

Mr.  Lewis.  But  let  me  stop  you  right  there.  Let's  assume  we  de- 
cided to  go  ahead  5  years  ago,  and  suddenly  we  find  this  agency 
has  some  great  difficulty.  We  have  a  commitment,  nonetheless,  to 
the  bond  issue.  If  they  don't  come  up  with  the  50  percent,  what  do 
we  do? 

Mr.  Shuldiner.  The  second  point,  we  move  to  the  second  point. 

First,  let  me  say  a  lot  has  been  written  in  the  press  about  what 
we  are  proposing.  Realistically,  we  have  tried  to  work  something 
out  with  OMB  that  we  think  would  be  most  usable.  We  recognize 
that  whether  it  is  a  bond,  whether  it  is  a  direct  loan  from  the  Fed- 
eral finance  bank,  or  however  it  is  actually  done,  it  is  not  as  impor- 
tant, as  the  Secretary  said  before  about  the  concept  for  authorities 
that  really  need  to  address  some  of  these  issues  by  being  able  to 
capitalize  the  money  now. 

The  second  point  that  I  was  going  to  make  is  that  in  a  situation 
like  DPAH,  we  would  require  a  third-party  administrator.  So  if 
they  did  not  have  a  good  record  of  spending  modernization  monies, 
they  could  not  come  in  unless  they  had  a  partner  who  had  that 
kind  of  expertise.  It  is  something  that  we  have  begun  to  do  or  re- 
quire in  more  and  more  of  our  capital  expenditures. 

Let  me  also  address  the  issue  that  the  Secretary  mentioned  re- 
garding the  collateralization,  or  a  portion  of  the  loan  or  bond  issue 
either  being  collateralized  or  guaranteed  by  the  locality.  We  have 
seen  in  the  paper  some  opposition  to  this,  but  we  also  recognize  the 
fact  that  in  many  cities  the  concentration  of  public  housing  is  hav- 
ing a  major  negative  impact  on  the  downtown  development  of  the 
city,  the  central  core. 

This  is  not  just  a  public  housing  issue  and  the  conditions  that 
people  live  in.  Deconcentration  and/or  dispersal  of  some  of  that 
housing  such  as  the  State  Street  Corridor  in  Chicago,  or  some  of 
the  public  housing  in  a  place  like  Memphis,  would  really  be  impor- 
tant to  the  revitalization  of  the  entire  inner  city;  and  therefore  the 
locality  has  a  stake.  There  is  a  benefit  to  the  city  beyond  just  im- 
proving the  public  housing. 

So  again,  what  portion  the  city  or  the  municipality  should 
collateralize  or  guarantee,  that  remains  to  come  out  of  the  review 
process  that  Congress  will  provide  in  the  bill. 
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Mr.  Lewis.  OK.  This  is  a  horse  that  is  not  going  to  go  away,  Mr. 
Chairman. 
Thank  you. 

FRAUDULENT  ACTIVITY  IS  EXCEPTION 

Mr.  Stokes.  I  guess  one  of  the  thoughts  I  had,  Mr.  Secretary,  as 
we  were  talking  about  this  whole  deplorable  housing  situation  here 
is,  when  you  think  about  the  17  cases  that  Ms.  Gaffney  talked  to 
us  about,  I  venture  to  say  that  in  this  country  it  points  to  the  rea- 
son why  you  have  so  much  cynicism  about  the  government  and 
about  politics. 

There  are  many  people  who  think  this  is  the  system,  and  that 
the  system  works  this  way.  But  actually  it  is  the  exception,  it  is 
not  the  rule.  However,  there  are  many  people  out  there  who  don't 
report  it  because  they  think  this  is  just  the  way  that  things  oper- 
ate. And  that  is  a  tragedy. 

We  have  spent  a  lot  of  time  on  general  questions,  but  I  think  we 
had  to.  This  is  such  an  important  department,  and  I  don't  know 
how  we  can  get  away  from  taking  the  time  to  talk  about  these 
types  of  things  before  we  actually  get  to  your  budget. 

PRIORITIZING  HUD  INITIATIVES 

Secretary  Cisneros.  Mr.  Chairman,  with  your  permission,  I 
would  like  to  take  a  few  minutes  and  pursue  an  answer  to  a  ques- 
tion this  morning  on  our  priorities  among  these  so-called  "18  new 
programs." 

What  we  did  over  the  lunch  hour  was  prepare  three  sheets  for 
you — one  of  them,  which  would  describe  the  highest  priority  initia- 
tives; a  second,  which  would  describe  the  second  highest  priority  as 
you  look  at  these  issues;  and  then  a  third,  which  describes  those 
that  are  not  really  new,  but  are  part  of  these  18. 

They  are  not  new.  For  example,  in  our  pension  initiative  you  ap- 
proved last  year,  we  are  asking  for  an  additional  sum  of  money. 
That  doesn't  make  it  new,  but  it  is  listed.  So  with  your  permission, 
I  would  like  to  just  quickly  walk  you  through  this,  if  I  may. 

Mr.  Stokes.  Sure.  I  think  it  is  important  that  you  took  the  time, 
as  we  asked  you  this  morning,  to  give  us  some  indication  of  what 
your  highest  priorities  are.  Over  the  noon  hour,  both  Mr.  Lewis  and 
I  attended  a  meeting  of  all  of  the  Ranking  Minority  Members  and 
the  committee  chairpersons  throughout  the  Appropriations  Com- 
mittee for  the  purpose  of  talking  about  602(b)  allocations. 

I  can  say  to  you  that  the  picture  is  bleak,  particularly  as  it  re- 
lates to  this  particular  subcommittee.  So  you  will  be  helpful  to  us 
if  you  go  over  your  priorities  for  us. 

Secretary  ClSNEROS.  Mr.  Chairman,  what  we  have  tried  to  do  is 
prioritize  the  so-called  new  initiatives.  And  let  me  just  say  at  the 
outset  that  it  truly  is,  I  think,  incorrect  to  define  these  as  new  in 
juxtaposition  to  our  core  programs. 

Let  me  go  back  to  the  point  I  was  making  earlier  this  morning. 
Unless  what  was  expected  of  us  was  to  come  in  as  a  new  Adminis- 
tration and  do  nothing  at  all  but  accept  the  regular  legacy  of  some 
programs  that  are  failed  or  failing,  and  do  nothing  different,  then 
it  would  be  incorrect  to  say  we  ought  to  just  fund  public  housing 
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as  it  exists,  or  the  assisted  housing  as  it  exists,  and  not  make  any 
changes  and  not  set  any  new  directions. 

I  truly  feel  that  this  has  become  almost  a  cliche.  How  can  HUD 
ask  for  new  initiatives  when  they  are  not  taking  care  of  their  core 
programs?  Some  of  our  core  programs  need  fundamental  redoing. 
We  are  trying  to  do  that  in  the  context  of  the  legislation  even  as 
we  set  some  new  directions.  We  really  appreciate  your  willingness 
to  at  least  consider  some  new  things,  where  others  have  dismissed 
them  outright. 

Now,  in  this  area  of  new  initiatives,  I  said  earlier  there  were  five 
highest  priorities.  The  funding  for  homelessness,  the  section  8 
funds  for  permanent  housing  for  homeless  families;  and  the  home- 
less assistance  grants  which  is  the  combination  of  the  McKinney 
programs;  the  choice  in  residency  strategy;  the  expansion  of  mobil- 
ity counseling;  which  is  contained  in  our  fair  housing  strategy;  the 
National  Homeownership  Trust,  which  is  our  effort  to  create  down- 
payment  assistance  and  so  forth  to  create  first-time  homebuyers; 
and  the  empowerment  zones  and  entitlement  communities.  You  see 
what  that  comes  to. 

On  the  second  page,  again,  we  are  choosing  between  very,  very 
important  strategies:  the  housing  for  the  disabled — this  helps  us 
solve  the  mixing  problem  in  that  we  can  provide  alternate  housing 
for  disabled  persons  and  they  don't  have  to  be  forced  into  housing 
with  the  elderly;  the  tenant  opportunity  program,  which  is  an 
array  of  job  training  and  economic  self-sufficiency  initiatives;  the 
neighborhood  LIFT  program,  which  I  described  to  you  this  morning 
and  is  the  one  that  Mayor  White  feels  so  strongly  is  essential  to 
creating  neighborhood  economic  opportunities;  the  economic  revital- 
ization  grants,  which  makes  available  the  use  of  $2  billion  worth 
of  the  section  108  loan  program  by  leveraging;  the  community  via- 
bility fund  to  work  with  community-based  organizations,  as  well  as 
some  regional  planning;  the  colonias  initiative — these  are  the  situa- 
tions of  migrant  housing,  farm  worker  housing,  and  border-related 
circumstances,  without  running  water,  electricity  or  anything  else; 
the  grants  for  the  economic  development  centers  around  public 
housing  and  the  metropolitan  area  wide  demonstration  grants, 
which  allow  the  creation  of  regional  strategies  for  fair  housing  by 
creating  organizations  that  can  help. 

In  the  third  category  are  things  which  are  not  new  in  and  of 
themselves,  but  in  some  cases  generate  savings,  such  as  the  235  re- 
financing that  generates  savings;  the  FHA  revitalization  effort,  a 
new  single-family  insurance  program;  FHA  single-family  PMMs, 
new  single-family  insurance  activity;  the  FHA  multifamily  bridge 
loans  and  the  staffing  for  fair  housing  set-asides  from  salaries  and 
expenses. 

So  this  is,  in  rough  order,  some  sense  of  priority. 

REDUCTIONS  IN  FUNDING  REQUESTS 

Now,  in  addition  to  this,  as  you  mentioned  this  morning,  the 
committee  will  probably  want  to  reinstate  some  funds  that  were 
suggested  in  the  President's  Budget,  our  budget,  for  reduction.  My 
guess  is  that,  if  I  can  read  between  the  lines — and  I  am  learning 
to  do  that — that  the  202  program  is  of  some  minor  interest  to  the 
committee,  and  probably  the  public  housing  operating  subsidy,  and 
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perhaps  some  of  the  modernization  funds.  Obviously,  anything  that 
is  added  back  in  makes  the  hill  that  much  higher  to  climb.  Frankly 
we  have  no  opposition  to  any  of  those  programs,  and  in  an  ideal 
world  we  would  have  sought  full  funding  for  those  programs  as 
well  as  these  new  initiatives.  But  we  had  very  stringent — exceed- 
ingly stringent  deficit  reduction  targets. 

The  first  cut  would  have  cut  almost  everything  across  the  board. 
We  appealed,  appealed  directly  to  the  President.  I  had  an  hour 
with  the  President  to  make  appeals  and  some  of  the  things  that 
you  see  here — for  example,  the  emphasis  on  homelessness,  the  em- 
phasis on  mobility  counseling — were  Presidential  priorities  that 
were  put  back  in.  The  areas  that  were  not  put  back  in,  such  as  Sec- 
tion 202  and  some  of  the  others,  because  the  funds  are  short,  we 
bring  to  you  in  the  fashion  that  we  do. 

But  obviously,  there  are  priorities  even  among  the  things  that 
would  be  reinstated,  and  I  think  if  one  were  stating  priorities 
among  the  cuts  and  something  were  to  be  reinstated,  I  think  the 
public  housing  operating  subsidy  would  be  at  the  very  top  of  the 
list,  because  of  the  problems  that  that  causes  for  the  housing  au- 
thorities. 

Mr.  Stokes.  Let  me  ask  you,  Mr.  Secretary,  when  you  made  your 
original  submission  to  OMB — those  areas  such  as  202,  public  hous- 
ing operating  subsidies  and  so  forth — were  those  areas  in  which 
you  had  requested  more  than  you  were  given  from  OMB? 

Secretary  Cisneros.  Yes,  sir. 

Mr.  Stokes.  Okay. 

AUTHORIZING  LEGISLATION  REQUIRED 

Mr.  Lewis.  Mr.  Chairman,  before  we  get  to  the  specific  questions, 
could  I  ask  about  the  top  five  priorities.  It  is  about  2 — a  little  less 
than  $2.5  billion.  How  much  of  that  or  how  many  of  those  pro- 
grams are  authorized? 

Secretary  Cisneros.  Let  me  ask.  For  example,  on  the  Section  8 
assistance  for  the  homeless,  that  is  the  existing  Section  8  and  I  am 
not  sure  whether  that  requires  new  authorization.  It  does?  I  don't 
think  it  does.  It  is  a  set-aside  from  the  Section  8  program.  For  the 
Homeless  Assistance  Grants  Program,  we  have  authorizing  lan- 
guage to  create  the  continuum  of  care  where  there  are  now  five 
McKinney  programs. 

Mr.  Lewis.  They  are  in  place? 

Secretary  Cisneros.  The  programs  are  in  place.  We  are  asking 
for  the  consolidation  of  the  programs  in  the  authorizing  act  of  1994. 

Mr.  Lewis.  That  requires  authorization? 

Secretary  Cisneros.  That  requires  authorization. 

Choice  in  residency,  does  that  require  authorizing  language?  It 
does  for  1995.  National  Homeownership  Trust  does  require  new  au- 
thorizing language. 

And  the  empowerment  zones,  I  do  not  believe  that  would  require 
authorizing  language.  It  does? 

Mr.  Lewis.  Sounds  to  me  like  we  have  some  authorization  home- 
work to  do. 

Secretary  Cisneros.  We  do,  and  we  have  talked  about  the  possi- 
bility of  a  strategy  of  contingency,  appending  authorization  in  the 
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event  that  the  authorization  and  appropriations  calendars  are  not 
in  precise  sync. 

But  these  are  before  the  authorizing  committees.  They  expect 
markup,  I  think  I  was  told  this  morning  before  Memorial  Day,  on 
the  House  side. 

Mr.  Stokes.  Is  that  Chairman  Gonzalez'  committee? 

Secretary  Cisneros.  Yes,  Chairman  Gonzalez.  As  a  matter  of 
fact,  he  had  hearings  this  morning  downstairs  as  we  were  meeting 
here  on  the  homeless  portion  of  these  requests.  So  that  committee 
is  moving  forward.  If,  in  fact,  they  are  able  to  do  markup  before 
Memorial  Day,  then  it  is  possible  that  this  authorizing  process  will 
occur  roughly  on  the  same  time  table  as  the  appropriations. 

I  can't  make  that  prediction. 

Mr.  Lewis.  The  way  the  House  is  looking  at  the  Appropriations 
Committee  these  days,  with  proposals  around  that  involve  all  kinds 
of  excuses  and  ways  of  cutting  back  what  we  might  consider  prior- 
ities, the  authorization  is  very  important  to  us. 

Mr.  Stokes.  Yes,  absolutely. 

DECOUPLING  PHA  FEES  FROM  FMRS 

Mr.  Secretary,  let's  now  turn  to  some  budget  questions.  We  will 
turn  to  annual  contributions  for  assisted  housing  at  this  point. 

The  budget  proposes  legislation  decoupling  the  administrative 
fees  paid  to  PHAs  to  administer  the  Section  8  rental  housing  pro- 

fram  from  the  fair  market  rents.  This  action  is  estimated  to  save 
87  million  in  outlays  in  1995.  I  must  say  to  you  in  all  candor  that 
the  mail  we  have  been  receiving  in  our  committee  is  not  supportive 
of  this  proposal. 

Can  you  tell  us  what  the  impact  will  be  of  this  legislation  on 
public  housing  authorities? 

Mr.  Shuldiner.  At  this  point,  I  don't  know. 

Mike,  in  terms  of  the  admin  fees? 

Mr.  Stegman.  As  you  know,  Mr.  Chairman,  the  new  fair  market 
rents  for  assisted  housing  have  been  rebenchmarked  using  the 
1990  census  data.  And  a  large  number  of  markets,  particularly 
small  markets  and  rural  markets,  have  seen  their  administrative 
fees  go  down  because  the  rents  have  gone  down. 

We  have  known  for  some  time  that  there  is  no  inherent  relation- 
ship between  the  cost  of  administering  a  Section  8  program — the 
operating  costs  of  that  program — and  the  prevailing  rents.  So  we 
have  had  a  growing  problem  of,  thus,  smaller  housing  authorities 
that  operate  programs  with  more  dispersed  housing  and  higher  op- 
erating costs  suffer  under  the  present  system.  And  so  the  need  for 
decoupling  fees  from  rents  has  become  obvious  to  us. 

We  are  now  preparing  a  report  to  the  Congress  on  the  adminis- 
trative costs  of  administering  Section  8  programs.  We  have  pro- 
posed, in  working  with  OMB,  a  new  administrative  fee  structure 
that  will  decouple  from  prevailing  rents.  I  can  tell  you  what  that 
proposal  is.  It  recognizes  the  higher  costs  of  administering  the 
smaller  programs  and  sets  an  administrative  fee  of  7.65  percent  of 
the  existing  fair  market  rent  for  all  housing  authorities  that  oper- 
ate for  the  first  1,000  units.  It  sets  a  minimum  rent  base  of  $422 
for  calculating  the  administrative  fee,  which  will  help  smaller  hous- 
ing authorities  and  those  that  have  the  lowest  rates.  Fifteen  per- 
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cent  of  all  housing  authorities  have  fair  market  rents  below  $422. 
So,  housing  authorities  would  be  guaranteed  to  receive  a  minimum 
administrative  fee  equal  to  7.65  percent  of  $422  for  the  first  thou- 
sand units. 

For  the  larger  housing  authorities,  we  recognize  that  there  are 
economies  of  scale,  and  so  we  have  a  two-tiered  fee  system.  For  any 
housing  authority  that  has  more  than  a  thousand  units — the  fee  for 
anything  above  a  thousand  will  be  7  percent  of  their  existing  fair 
market  rent. 

Also,  because  there  are  some  housing  authorities  with  very  high 
fair  market  rents,  whose  administrative  costs  do  not  increase  be- 
cause they  have  very  high  fair  market  rents,  there  is  a  ceiling  on 
the  FMR,  and  the  ceiling  will  be  $722;  the  fee  is  7  percent  times 
$722.  Essentially,  that  is  the  upper  15  percent.  Anything  above 
that,  they  are  not  going  to  get  the  higher  fee. 

So  that  is  the  way  in  which  we  intend  to  administer  the  new  de- 
coupled fee.  Each  year,  the  fee  will  be  adjusted  by  the  cost  of  salary 
and  wages  in  the  existing  area,  because  that  is  really  the  sum  and 
substance  of  administering  a  Section  8  program.  It  is  labor  inten- 
sive. That  is  basically  how  we  are  going  to  do  it. 

As  you  know,  we  now  have  a  very  complicated  fee  system  that 
is  a  function  of  three  different  fees,  and  it  is  not  working. 

Mr.  Stokes.  What  do  you  anticipate  the  savings  would  be  over 
a  three-year  period  under  this  legislative  proposal? 

Mr.  Stegman.  We  do  have  that.  I  believe  that  there  was  $80  mil- 
lion over  the  first  year,  and  I  am  not  sure 

Mr.  Persil.  Mr.  Chairman,  I  have  the  figure  for  the  first  year, 
which  is  estimated  at  $86.8  million.  And  for  a  five-year  period, 
from  1995  through  1999,  the  estimated  savings  are  $461.5  million. 

IMPACT  ON  PUBLIC  HOUSING  AGENCIES 

Mr.  Stokes.  I  guess  the  question  we  really  want  to  ask  is  wheth- 
er a  reduction  in  administrative  fees  of  $461  million  over  a  five- 
year  period  will  not  have  an  adverse  impact  upon  the  operations 
of  public  housing  authorities? 

Mr.  Stegman.  Mr.  Chairman,  it  is  our  judgment  that  it  will  not. 
Our  research  shows  that  large  housing  authorities  with  very  high 
fair  market  rents  have  been  experiencing  positive  cash  flow,  and 
that  cash  is  subsidizing  other  aspects  of  their  housing  programs. 
And  whether  or  not  there  are  needs  for  additional  revenues  for  as- 
sisted housing  is  not  the  issue.  The  issue  is  whether  or  not  the  cur- 
rent administrative  fee  is  adequate  to  the  task  of  administering  the 
program.  It  is  our  finding  that  it  is  the  smaller  housing  authorities 
that  are  really  suffering  here  and  that  there  is  a  need  to  reallocate 
and  redistribute. 

The  Secretary  talked  about  the  Choice  in  Presidency  program, 
which  provides  a  substantial  amount  of  money  for  counseling  and 
search  assistance,  which  is  quite  apart  from  the  basic  administra- 
tive cost  of  running  the  Section  8  program  but  will  provide  re- 
sources for  that  aspect  of  the  program.  It  is  not  our  judgment  that 
it  will  impair  their  ability  to  run  the  Section  8  program. 

Mr.  Stokes.  This  proposal,  of  course,  has  been  submitted  and  re- 
jected previously.  Albeit  it  has  been  in  a  little  different  legislative 
language,  but  it  is  basically  the  same  proposal;  is  it  not? 
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Mr.  Stegman.  I  am  not  familiar  with  prior  year  submissions,  sir. 

Mr.  Stokes.  I  guess  the  concern  that  the  committee  has  had  in 
this  area  is  that  the  PHAs  do  not  have  many  sources  of  funds.  And 
since  the  PHAs  are  not  getting  100  percent  of  the  PFS,  reducing 
these  funds,  from  all  we  know,  really  hurts. 

Mr.  Stegman.  I  appreciate  the  linkage  that  you  are  making  be- 
tween the  operating  subsidy  program  for  the  conventional  public 
housing  program  and  the  cost  of  administering  the  rental  assist- 
ance program,  the  Section  8  program.  We  are  currently  out  in  the 
field  collecting  data  for  1992-1993  from  over  500  housing  authori- 
ties, to  fine-tune  and  to  really  support  precisely  the  points  that  I 
am  making,  which  have  been  really  supported  by  existing  research. 
We  are  now  updating  that,  will  have  the  report  to  the  Congress 
within  the  next  30  days. 

PUBLIC  HOUSING  AMENDMENTS 

Mr.  Stokes.  I  think  that  will  be  helpful  to  us  if  we  can  look  at 
that  data  once  you  have  been  able  to  accumulate  it. 

Some  of  your  past  budgets  have  separately  listed  amendment 
funds  for  Public  and  Indian  Housing  Programs.  An  amendment 
funding  has  been  included  in  development  requests  of  1995. 

What  is  the  Department's  estimate  of  amendment  needs  in  1995 
for  the  Public  and  Indian  Housing  Programs? 

Mr.  Shuldiner.  I  think  the  projected  amendments  are  already 
included  within  the  budget  request  that  we  have  submitted.  I  don't 
think  we  broke  them  out,  sir. 

Mr.  Stokes.  I  guess — and  you  can  provide  this  for  the  record  if 
you  like — we  are  asking  you  to  break  it  out  for  us. 

Mr.  Shuldiner.  To  break  it  out;  yes,  sir. 

[The  information  follows:] 

Amendment  Funds  for  Public  and  Indian  Housing  Programs 

Included  within  the  $150  million  requested  for  Public  Housing  Development  in 
1995  and  the  $263  million  for  Indian  Housing  Development  are  $50  million  for  Pub- 
lic Housing  and  $35  million  for  Indian  Housing  Amendment  needs. 

VOUCHERS  FOR  VETERANS 

Mr.  Stokes.  Last  year's  conference  report  urged  the  Department 
to  make  700  voucher  units  available  to  the  HUD/VA-supported 
housing  project  for  homeless  veterans.  How  many  rental  assistance 
units  are  assumed  in  the  1995  request  for  the  VASH  homeless  vet- 
erans program? 

Mr.  Shuldiner.  I  think  we  may  have  that  here,  but  if  not,  we 
will  get  back  to  you. 

Mr.  Stokes.  All  right.  Provide  it  for  the  record  then. 

[The  information  follows:] 

Homeless  Veterans 

The  Department's  1995  Budget  request  includes  700  vouchers  within  the  amounts 
provided  for  Incremental  Rental  Assistance  for  assistance  for  disabled  Homeless 
Veterans. 

Mr.  Stokes.  Also,  what  is  the  contract  term  for  these  voucher 
units;  is  it  five  years? 
Mr.  Shuldiner.  Yes,  sir. 
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ELIMINATING  NEED  FOR  WAIVERS 

Mr.  Stokes.  One  of  the  concerns  expressed  by  Public  and  Indian 
housing  authorities  is  the  number  of  waivers  that  have  been  need- 
ed to  operate  these  programs.  Can  you  tell  us,  what  has  HUD  done 
to  address  this  concern? 

Mr.  Shuldiner.  Well,  two  things.  First,  we  are  seeking  to  merge 
certificates  and  vouchers,  which  we  think  is  critical.  It  is  in  our  au- 
thorization bill,  and  we  also  have  pending  regulations  that  would 
merge  as  far  as  we  can  go  without  legislation. 

In  addition  to  that,  in  all  areas,  we  are  reviewing  every  single 
regulation  affecting  public  housing.  We  have  presently  11  working 
groups  comprised  of  HUD  staff,  public  housing  staff,  residents, 
legal  services  reviewing  all  of  our  regulations,  all  of  our  handbooks 
and  guidelines,  to  do  exactly  what  you  said,  Mr.  Chairman,  obviate 
the  need  for  waivers.  I  mean,  a  regulation  should  cover  most  cir- 
cumstances and  the  need  for  waivers  should  be  very  few  and  far 
between. 

So  we  are  looking  at  all  of  it  right  now.  We  are  hopeful  that  in 
general  we  will  have  proposed  regulations  for  all  of  our  areas  by 
the  fall. 

PENSION  FUND  PROJECT-BASED  SECTION  8  ASSISTANCE 

Mr.  Stokes.  The  Department  is  requesting  $514.3  million  in 
1995  to  support  5,000  Section  8  units,  a  15-year  project-based  as- 
sistance in  the  pension  fund  program.  For  any  given  dollar  amount, 
a  15-year  contract  term  reduces  the  number  of  units  that  can  be 
provided,  which  is  the  reason  most  Section  8  subsidies  have  five- 
year  contract  terms. 

What  would  happen  if  the  15-year  term  of  the  Section  8  units 
were  reduced  to  10  years? 

Mr.  Retsinas.  Mr.  Chairman,  if  I  could,  the  reason  those  are  tar- 
geted 15  years  is  because  those  certificates  are  necessary  to  attract 
financing.  As  you  recall,  this  was  an  extension  of  the  $100  million 
program  that  this  committee  appropriated  last  year.  In  order  to  se- 
cure financing,  there  are  very  few  lenders — whether  they  be  pen- 
sion funds,  State  housing  financing  agency  or  private  lenders — who 
would  give  long-term  mortgage  financing  on  a  five-year  term.  Cus- 
tomarily it  has  been  a  15-year  term  that  has  necessitated  that  kind 
of  financing. 

Mr.  Stokes.  Can  you  explain  for  us  how  3,000  units  in  the  pen- 
sion fund  partnership  program  can  be  supported  for  $100  million 
in  1994,  but  only  5,000  units  in  1995  require  $514  million? 

Mr.  Retsinas.  Sure.  The  original  estimate  was  predicated  on  a 
theory  that  not  all  the  units  would  require  Section  8  subsidies,  in 
fact,  that  some  of  the  developments  that  would  be  proposed  would 
be  a  mix  of  non-Section  8  and  Section  8. 

We  are  conducting  our  preapplication  conference  the  second  week 
in  May,  and  we  would  expect  to  get  the  applications  in  June.  If  the 
original  premise  is  correct,  that  is,  that  not  all  the  units  will  re- 
quire Section  8  subsidies,  then  you  can  see  the  larger  number  of 
units.  If  that  premise  is  not  correct,  then  that  ratio  would  continue 
to  exist. 
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VOUCHER  ASSISTANCE  FOR  THE  HOMELESS 

Mr.  Stokes.  The  Department  is  also  requesting  $514.3  million 
for  15,000  Section  8  units  for  homeless  assistance  in  1995.  Why 
should  there  be  a  set-aside  of  15,000  Section  8  units  for  the  home- 
less? 

Mr.  Cuomo. 

Mr.  Cuomo.  Thank  you,  Mr.  Chairman. 

As  the  Secretary  described  this  morning,  the  15,000  Section  8 
vouchers  would  be  used  as  the  final  step  in  the  continuum  of  care. 
As  the  Chairman  now  knows,  many  homeless  systems  have  devel- 
oped extensive  transitional  and  shelter  systems  but  have  no  way 
of  getting  people  out  of  those  transitional  shelters.  And  people  are 
languishing  in  transitional  housing  for  one,  two,  three,  four  years. 

This  would  be  a  vehicle  which  would  allow  us  to  have  a  final  step 
in  the  continuum  of  care,  emergency  shelter,  transitional  services 
where  needed,  rehabilitative  services  where  needed;  but  then  per- 
manent housing  provided  by  the  Section  8  vouchers,  which  would 
be  in  tandem  with  cash  grants,  to  design  an  entire  continuum  of 
care  by  the  locality. 

Mr.  Stokes.  I  guess  the  concern  of  this  subcommittee  is  going  to 
be  set-aside  for  the  homeless;  why  preference  should  be  given  to 
them  over  persons  who  have  been  on  the  Section  8  waiting  lists  for 
a  number  of  years. 

Mr.  Cuomo.  Mr.  Chairman,  there  is  no  doubt  that  both  are  ur- 
gent and  pressing  needs.  Transitional  housing  was  never  designed 
as  permanent  housing.  It  was  built  with  the  expectation  that  peo- 
ple would  be  in  there  for  a  short  period  of  time  and  then  move  on. 

You  have  situations  throughout  this  country  where  people  lit- 
erally have  been  in  transitional  housing  for  years,  at  sometimes 
very  expensive  rates,  with  no  possibility  of  permanent  housing 
now.  This  would  be  an  immediate  vehicle  for  localities  to  move  out 
of  that  transitional  housing  and  stabilize  the  existing  systems. 

Mr.  Stokes.  Under  the  currently  existing  Section  8  program, 
aren't  homeless  families  given  a  preference? 

Mr.  Retsinas.  Statutory  preference,  it  is  one  of  several  statutory 
preferences. 

ALLOCATION  OF  VOUCHERS  FOR  HOMELESS 

Mr.  Stokes.  Tell  us,  how  would  the  funds  for  these  15,000  units 
for  the  homeless  programs  be  allocated  on  the  fair  basis  system? 

Mr.  Cuomo.  We  are  contemplating  a  fair-share  basis  for  the  re- 
gion, and  then  linkage  between  the  specific  need  of  that  locality 
and  the  number  of  vouchers  they  would  get.  What  HUD  is  looking 
to  push  is  giving  a  locality  the  tools  to  come  up  with  a  system,  but 
that  a  system  exists  so  the  number  of  transitional  units  would  be 
in  direct  proportion  to  the  number  of  Section  8  vouchers  that  they 
would  get.  It  would  be  the  way  to  empty  out,  to  move  people 
through  the  system. 

So  depending  on  how  many  transitional  units  they  had,  how 
many  rehabilitative  units,  would  be  how  many  Section  8  vouchers 
they  would  apply  for. 
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PRESERVATION  PROGRAM 

Mr.  Stokes.  The  Department  is  again  proposing  appropriations 
language  to  reduce  the  Federal  cost  limit  on  preservation  rents 
from  120  percent  to  100  percent  of  the  fair  market  rent.  It  has  also 
proposed  to  eliminate  the  homeownership  component  of  the  Preser- 
vation Program.  Now  these  proposals  are  similar  to  proposals 
which  were  made  last  year  and  rejected. 

What  do  you  believe  would  be  the  impact  of  these  proposals  on 
the  Preservation  Program?  And  tell  us  how  many  additional  units 
would  end  up  with  prepaid  mortgages. 

Mr.  Retsinas.  What  these  initiatives  are  designed  to  do,  of 
course,  is  to  try  to  find  some  way  to  reduce  the  cost  of  this  pro- 
gram. 

As  you  recall,  when  Congress  approved  the  Preservation  Pro- 
gram, it  included  in  that  program  numerous  incentives  to  ensure 
that  there  not  be  prepayments  and  that  there  not  be  a  loss  of  af- 
fordable housing  stock.  As  that  program  has  been  implemented,  it 
becomes  increasingly  apparent  that  the  costs  are  very  substantial. 
This  is  an  attempt  to  cushion  some  of  those  costs. 

It  is  unclear  exactly  what  would  be  the  potential  loss,  though  I 
would  concur,  Mr.  Chairman,  that  is  a  potential. 

Mr.  Stokes.  Can  you  tell  us  why  the  Department  has  resubmit- 
ted language  that  was  rejected  last  year? 

Mr.  Retsinas.  The  Department,  in  putting  together  the  budget, 
takes  many  things  into  account  in  trying  to  balance  both  the  prior- 
ities of  the  Administration  and  what  are  the  important  core  pro- 
grams that  need  to  be  preserved. 

As  we  wrestle  with  the  Preservation  Program  and  how  to  ensure 
that  those  costs  are  reined  in,  we  believe  that  these  proposals  de- 
serve at  least  an  airing.  And  that  is  what  we  hope  this  committee 
will  do,  consider  these  proposals. 

Mr.  Stokes.  Are  these  proposals  the  Department's  idea,  or 
OMB's? 

Mr.  Retsinas.  These  proposals  are  part  of  the  Administration's 
submission. 

SECTION  8  CONTRACT  RENEWALS 

Mr.  Stokes.  All  right,  we  heard  you.  The  Department  is  request- 
ing $2.2  billion  for  Section  8  contract  amendments  in  1995,  and  of 
this  amount,  $1  billion  will  be  used  to  extend  the  1994  contract  re- 
newals for  one  year  to  restore  the  five-year  term  of  the  1994  con- 
tract renewals.  What  would  be  the  impact  if  these  amendment 
funds  were  not  provided? 

Mr.  Retsinas.  If  these  amendment  funds  were  not  provided,  it 
would  do  a  couple  of  things.  One,  it  would  impose  additional  ad- 
ministrative burden  on  the  Department.  That  is  to  say,  the  shorter 
the  renewal  terms,  the  more  frequently  those  terms  and  contracts 
need  to  be  reviewed. 

Secondly,  to  the  extent  that  those  renewal  terms  are  not  ex- 
tended, they  run  the  risk  that  owners  might  not  renew  those  con- 
tracts. And  we  might  again  run  the  risk  you  pointed  out  before, 
which  is  owners  walking  away  from  some  of  these  affordable  hous- 
ing obligations. 
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Mr.  Stokes.  Let  me  ask  you  what  the  impact  would  be  if  part 
of  the  remaining  $1.2  billion  amendment  requests  for  1995  were 
not  provided? 

Mr.  Retsinas.  It  would  be  a  question  of  what  part.  I  mean  the 
more  substantial  the  part,  the  more  substantial  the  administrative 
burden,  the  more  substantial  the  risk  of  owners  not  renewing  the 
contracts.  It  is  just  a  relative  number,  Mr.  Chairman. 

MOVING  TO  INDEPENDENCE  COUNSELING  PROGRAM 

Mr.  Stokes.  The  Department  is  requesting  $149.1  million  for  the 
Moving  to  Independence  Counseling  Program.  How  does  this  pro- 
gram differ  from  the  Moving  to  Opportunity  Counseling  Program 
funded  in  1994? 

Mr.  Shuldiner.  In  this  particular  program,  because  of  its  scope, 
it  would  allow  us  for  the  first  time  to  really  provide  counseling  to 
not  only  all  recipients  of  new  incremental  Section  8,  but  actually 
allow  us  to  provide  counseling  to  people  who  are  receiving  turnover 
units.  We  believe,  as  the  Secretary  has  said,  that  choice  is  really 
the  key  here. 

We  want  residents  who  are  applying  for  Section  8,  to  receive 
counseling  so  that  they  are  aware  of  the  range  of  choices  they  have, 
whether  it  is  staying  in  the  community  they  are  from  or  whether 
it  is  going  to  other  communities  less  impacted,  and  to  receive  that 
kind  of  counseling  and  support.  So  this  money  basically  will  mean 
that  all  of  the  people  who  are  now  coming  into  the  program  will 
have  the  opportunity  of  true  choice  in  residency. 

Mr.  Stokes.  What  will  be  the  amount  of  these  grants  and  to 
whom  will  the  grants  be  made? 

Mr.  Shuldiner.  We  estimate  that  the  cost  of  the  counseling  is 
anywhere  from  $700  to  $1,100.  We  are  estimating  that  perhaps  as 
many  as  200,000  families  could  receive  counseling.  Again,  that 
would  represent  virtually  all  the  turnover  units  and  all  the  incre- 
mental units. 

In  terms  of  who  administers  it,  we  would  assume  in  those  cases 
it  would  be  not-for-profit  groups  that  are  expert  in  fair  housing 
counseling  and  in  just  supporting  this  kind  of  population  in  making 
these  choices. 

reduction  in  funding  for  lead-based  paint  abatement 

Mr.  Stokes.  We  note  that  your  request  for  the  Lead-Based  Paint 
Abatement  Program  is  $100  million  in  1995.  This  figure  represents 
a  decrease  of  about  $50  million  below  the  1994  appropriation.  Can 
you  tell  us  why  the  Department  has  reduced  its  support  for  an  im- 
portant program? 

Mr.  Persil.  Mr.  Chairman,  Mr.  Ron  Morony,  the  Acting  Director 
of  the  Office  of  Lead-Based  Paint  Abatement  is  here,  and  he  will 
answer  the  question. 

Mr.  Stokes.  Sure.  Pleased  to  hear  from  you,  sir. 

Mr.  Lewis.  Mr.  Chairman,  it  was  our  impression  this  was  a  high 
priority  program. 

Mr.  Morony.  Yes,  it  is,  sir.  And  one  of  the  things  that  is  happen- 
ing in  this  program,  the  program  was  set  up  requiring  that  the 
States  have  enabling  legislation  in  place  so  that  they  can  do  the 
work  with  certified  contractors.  Through  the  first  two  rounds  of  the 


129 

grant  program,  we  have  made  awards  to  some  29  localities.  Only 
one  of  those  is  starting  work. 

In  fact,  today  we  have  the  ground  breaking  for  the  first  unit.  And 
we  are  talking  about  money  that  was  appropriated  in  1992.  We 
have  some  of  our  staff  up  in  Baltimore  with  Mayor  Schmoke  today 
for  the  first  ground  breaking.  The  States  have  to  get  the  legislation 
in  place.  We  only  have  three  States  that  are  really  getting  ready 
to  go.  Maryland  is  moving  along,  Massachusetts  and  Rhode  Island. 

The  reason  we  slowed  the  program  down  was  to  let  the  capacity 
build.  It  is  a  very  good  program.  I  am  sure  we  will  produce  good 
work,  but  the  capacity  is  slow  coming  on  line.  It  also  has  to  be  co- 
ordinated with  the  EPA  regulations  on  certification  for  both  con- 
tractors and  for  testers.  That  legislation  has  not — that  proposed 
rulemaking  has  not  yet  been  published. 

Mr.  Lewis.  Mr.  Chairman. 

Mr.  Stokes.  Thank  you. 

Mr.  Lewis. 

EXPENDITURE  RATE  FOR  LEAD-ABATEMENT  PREVENTION 

Mr.  Lewis.  Thank  you,  Mr.  Chairman.  I  remember  this  program 
being  initiated  in  this  subcommittee.  Don  Ryan,  you  may  remem- 
ber, was  interested  in  the  subject  area.  So  we  appropriated  monies 
four  years  ago,  and  it  was  a  very  high  priority  because  you  have 
children  at  risk.  And  here  we  are  four  years  later.  During  that  pe- 
riod of  time,  we  expended  none  of  the  money  and  you  still  have 
children  at  risk. 

Doesn't  that  leave  you  a  little  frustrated? 

Mr.  Morony.  Well,  we  are  trying.  It  is  frustrating,  sir,  I  agree 
with  you  there. 

Mr.  Lewis.  Actually,  some  of  those  kids  that  didn't  die  from  lead 
paint  are  too  old  now  to  receive  any  benefit. 

Mr.  Morony.  Well,  the  one  thing  we  do  know,  is  that  an  abate- 
ment that  is  not  properly  done  will  poison  more  children  than  leav- 
ing them  in  place.  There  is  research  from  Baltimore  that  proves 
this  very  strongly.  Therefore,  we  want  to  make  sure  and  the  legis- 
lation requires  that  the  work  be  done  by  certified  contractors,  ei- 
ther by  a  State  or  local  program.  And  the  State  programs  are  com- 
ing along,  but  they  still  have  a  long  way  to  go. 

Twenty-five  of  our  States  have  not  seen  fit  to  really  come  any- 
where into  getting  a  program  in  place.  It  is  a  very  important  issue, 
but  we  want  to  make  sure  we  maintain  the  children's  health. 

Mr.  Lewis.  Well,  my  concern  is  not  just  this  specific  program,  but 
program  after  program  where  we  see  this.  We  appropriate  monies 
and  it  sits  somewhere  at  the  beginning  of  the  pipeline  for  a  long, 
long  time  before  people  ever  get  served.  This  case  happens  to  be 
kind  of  highlighted  in  my  mind's  eye  because  you  are  talking  about 
kids.  And  yet  four  years  later,  here  we  are. 

Mr.  MORONY.  Yes,  sir,  our  expenditure  rate  is  slow.  But  we  want 
to  make  sure  that  we  protect  the  children's  health.  And  I  think  it 
is  very  necessary  that  we  have  the  required  and  the  congression- 
ally  mandated  certification  programs  in  place.  The  next  year  is 
going  to  show  a  great  deal  of  activity. 
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Mr.  Stokes.  Don't  you  think,  though,  that  the  Department  could 
have  done  more  to  have  pressed  in  this  area  in  order  to  have  expe- 
dited this  whole  matter  somewhat? 

Mr.  MORONY.  Sir,  you  have  the  problem  of  what  is  the  Depart- 
ment, the  Federal  Government's  role,  vis-a-vis  the  States.  The  deci- 
sion had  been  made  that  the  States  should  be  the  main  people  that 
regulate  lead-based  paint  abatement,  just  as  they  regulate  the  rest 
of  the  construction  industry.  And  therefore  it  takes  longer  to  do  it 
that  way. 

Mr.  Stokes.  Of  course,  the  tragedy  is  that  once  again  these  are 
poor  children,  coming  from  poor  families,  most  of  them  inner-city 
children,  and  the  vast  majority  of  them  minority  children. 

Mr.  MORONY.  Yes,  sir. 

Mr.  Lewis.  Yes.  Well,  I  am  just  sharing  your  frustration,  but  it 
is  very  disconcerting.  And  those  kids  who  in  the  meantime  weren't 
served,  God  knows  what  the  impact  has  been  upon  their  health. 

MOVING  TO  INDEPENDENCE  COUNSELING 

Mr.  Chairman,  if  I  can  move  on,  to  the  independence  counseling 
area  you  asked  about  a  moment  ago.  I  gather  that  this  program 
does  not  duplicate  the  moving  to  opportunity  initiative  since  it  is 
intended  to  apply  only  to  families  using  Section  8  certificates  and 
vouchers? 

Mr.  Shuldiner.  Well,  maybe  Roberta  can  talk  about  it,  but  MTO 
was  a  demonstration  and  it  was  limited  to  six  cities,  including  Los 
Angeles.  We  issued  a  NOFA  and  then  awarded  to  five  cities.  I 
guess  Moving  to  Independence  is  the  next  generation  in  effect,  so 
it  is  open  to  a  wider  group  of  communities  that  couldn't  apply  in 
the  first  round. 

ANTICIPATED  MTI  REQUESTS 

Mr.  Lewis.  How  many  families  do  we  expect  will  request  assist- 
ance? Do  we  have  any  sense  for  how  many  people  will  be  applying? 

Ms.  Achtenberg.  In  the  MTI?  What  we  believe  that  we  will  be 
able  to  deliver  is  between  149,000  and  200,000  units  of  counseling 
service  for  the 

Mr.  Lewis.  And  you  anticipate  that  much  request  for  assistance? 

Ms.  Achtenberg.  There  are  many  more  turnover  units  and  in- 
cremental units  that  will  be  disbursed — more  than  200,000  in  the 
first  year.  We  would  have  to  set  up  counseling  programs  that 
would  be  administered  primarily  by  third-party  nonprofit  provid- 
ers, and  we  would  not  be  able  to  match  unit  of  counseling  per  unit 
of  incremental  assistance  offered  because  for  every  organization 
there  would  have  to  be  a  critical  mass  of  units  of  service  to  be  de- 
livered in  order  for  the  organization  to  be  viable. 

So  what  you  are  talking  about  is  creating  somewhere  in  the 
neighborhood  of  30  or  perhaps  40  delivery  systems  for  purposes  of 
delivering  the  mobility  counseling  to  new  holders  of  Section  8  cer- 
tificates. 

Mr.  Shuldiner.  There  is  also  a  difference  of  that  in  the  first  two 
years  of  the  program.  There  was  a  set-aside  of  Section  8  certifi- 
cates— in  MTO  there  was  1,500  certificates  to  be  used  just  for  this 
purpose.  And  in  MTI,  I  think  it  went  up  to  3,000. 


131 

What  we  are  now  talking  about  is  the  ability  to  deliver,  counsel- 
ing to  everybody  who  goes  through  the  program.  We  are  not  talking 
about  additional  certificates  for  this  purpose.  We  are  talking  about 
providing  the  counseling  to  as  wide  a  group  of  the  applicants  that 
are  coming  through  the  program  as  possible. 

Mr.  Lewis.  So  that  is  how  the  tenants  know  about  it? 

Mr.  Shuldiner.  Right.  It  is  going  to  be  part  of  the  regular  pro- 
gram in  effect.  As  Roberta  said,  we  are  only  limited  by  the  ability 
to  get  groups  out  there  and  have  a  mass,  a  reasonable  mass  of 
units  for  them  to  provide  counseling,  so  it  may  not  break  out  even- 
ly. There  will  be  some  areas  that  may  not  have  the  resources,  but, 
again,  we  are  trying  to  incorporate  it  into  the  core  program. 

MTO  AND  GATREAUX  DEMONSTRATION 

Mr.  Stegman.  Congressman  Lewis,  you  asked  about  the  relation- 
ship between  MTO  and  this  counseling.  The  Congress  enacted 
MTO  to  truly  put  the  findings  of  the  Gautreaux  demonstration  to 
an  experimental  test.  The  Gautreaux  demonstration  in  Chicago 
showed  that  families  living  in  public  housing  who  found  housing 
through  the  court-ordered  support  of  counseling  and  outreach  into 
low  poverty  neighborhoods  and  suburban  communities,  really  pros- 
pered very  well  and  the  children  did  very  well  and  so  on. 

That  was  never  really  fully  tested  and  the  Congress  said  let's  try 
to  replicate  that  demonstration  in  up  to  six  cities.  That  is  what 
MTO  is  all  about  and  the  cities  that  have  just  been  selected  are 
really  to  test  that.  And  what  that  says  is  families  must  be  moving 
from  high  concentrated  poverty  projects,  into  communities  with 
poverty  rates  of  less  than  10  percent,  which  is  a  very,  very  nar- 
rowly defined  area  of  housing  choice,  if  you  will,  to  see  if  the  same 
kinds  of  benefits  over  an  extended  period  of  time  accrue  to  them — 
work  effort,  labor  market  participation,  income,  and  the  success  of 
their  children. 

We  believe  that  choice  is  important  and  we  said  we  don't  want 
to  wait  another  10  or  15  years  to  see  the  outcomes  in  a  rigorous 
experimental  sense  of  MTO.  We  believe  that  the  Section  8  program, 
even  though  it  emphasizes  choice,  our  research  shows  that  there  is 
not  much  mobility  associated  with  it  and  not  much  landlord  partici- 
pation. 

There  tends  to  be  high  concentrations  of  people  with  certificates 
living  in  poverty  areas  and  we  said  that  is  not  really  the  way  in 
which  a  market-oriented,  choice-oriented  rental  assistance  program 
is  supposed  to  work.  And  Choice  in  Residency,  if  you  will,  is  an  ef- 
fort to  provide  mobility  and  choice  counseling  to  families,  not  to  so- 
cial engineer  them  into  particular  neighborhoods,  but  to  open  up 
metropolitan  housing  markets. 

Mr.  Lewis.  I  gather  the  10  percent  or  less 

Mr.  Stegman.  Does  not  apply  to  the  Choice  in  Residency. 

Ms.  ACHTENBERG.  I  might  offer  one  other  observation,  Congress- 
man Lewis.  First  of  all,  HUD's  own  studies  demonstrate  that  one 
in  every  two  housing  transactions  that  involve  an  African-Amer- 
ican seeking  housing  or  an  Hispanic  seeking  housing  is  a  discrimi- 
natory transaction.  Those  were  studies  that  were  undertaken  in 
the  prior  administration  and  the  demonstration  of  discriminatory 
housing  markets  was  quite  clear. 
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Our  own  experience  tells  us  that  that  is  the  case  and,  in  fact, 
what  we  have  found  is  the  only  effective — well,  among  the  most  ef- 
fective antidotes  to  the  discriminatory  operation  of  the  housing 
market  is  the  kind  of  counseling  assistance  that  we  would  be  pro- 
viding through  this  particular  program.  When  we  most  recently  ad- 
ministered between  15,000  and  20,000  Section  8,  emergency  Sec- 
tion 8  certificates  in  the  earthquake  disaster  area  in  Los  Angeles, 
the  Secretary  put  Joe's  office  and  my  office  in  charge  of  creating 
an  emergency  on-site  mobility  counseling  program  to  go  along  with 
the  issuance  of  these  emergency  Section  8  certificates  for  the  newly 
homeless,  low-income  people  who  were  made  homeless  as  a  result 
of  the  earthquake.  And  we  found  a  direct  correlation  between 
hands-on  counseling  and  having  our  mobility  workers  go  out  and 
actively  recruit  Section  8  landlords  and  the  ability  to  place  and 
place  rapidly  these  low-income  newly  homeless  persons. 

Correspondingly,  without  mobility  assistance,  the  program  was 
going  forward  exceedingly  slowly  and  so  I  think  we  have  seen  in 
many  contexts  where  this  level  of  mobility  assistance  can  be  really 
of  significant  help  to  new  Section  8  certificate  recipients. 

Mr.  Lewis.  Okay.  Thank  you. 

Ms.  Achtenberg.  Thank  you. 

LENDER  PANELS  SYSTEM  FOR  FHA  APPRAISALS 

Mr.  Lewis.  Mr.  Chairman,  if  I  could,  I  have  a  couple  of  questions 
relative  to  FHA  appraisals.  I  think  Secretary  Retsinas  is  probably 
appropriate. 

We  are  expecting  a  rule  to  be  finalized  in  June  or  July  which 
changes  the  regional  office  lender  panels  which  appraise  FHA  prop- 
erties in  real  estate  transactions.  Under  the  proposed  rule,  HUD 
would  go  away  from  a  system  which  selects  appraisers  from  a  pre- 
approved  panel  to  a  system  which  allows  lenders  to  designate  their 
own  independent  appraisers.  So  I  have  got  questions  in  connection 
with  that. 

What  is  the  biggest  single  problem  that  HUD  has  experienced 
with  the  existing  lender  panels  system? 

Mr.  Retsinas.  Congressman,  the  primary  problem  has  been 
delays.  In  some  of  our  offices,  those  lender  panels  are  stretched 
very  thin  and  there  can  be  substantial  delays  in  terms  of  getting 
the  necessary  appraisals  to  proceed  before  the  processing.  When 
the  rule  was  published;  we  received  many,  many  comments.  Those 
comments  have  taken  a  long  time  to  digest,  but  we  would  expect 
sometime  this  summer  to  issue  a  final  rule. 

Mr.  Lewis.  Okay.  What  specific  safeguards  will  HUD  take  to 
safeguard  against  the  type  of  abuses  which  can  occur  if  lenders 
rather  than  HUD  control  the  choice  of  appraiser? 

Mr.  Retsinas.  That  is  exactly  why  it  has  taken  so  long.  That  is 
why  some  of  the  comments  were  raised  during  the  process.  I  think 
we  want  to  do  that  in  a  couple  of  different  ways.  One,  we  want  to 
restrict  this  only  to  certain  lenders,  so  we  want  to  look  carefully 
at  the  lender  experience  and  look  at  the  track  record.  We  find,  as 
I  answered  an  earlier  question  this  morning,  that  as  our  resources 
stretch,  more  and  more  we  have  to  find  partnerships.  That  puts  a 
premium  in  our  identifying  the  right  partners. 
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We  think  there  are  some  partners  in  the  private  sector  and  in 
the  governmental  and  not-for-profit  sector  who  have  the  kind  of 
track  record  that  make  them  appropriate  partners.  It  is  the  design 
of  those  safeguards  that  is  taking  time  and  why  we  have  not  de- 
layed, but  why  we  have  taken  our  time  to  enact  the  final  rule. 

Mr.  Lewis.  Is  HUD,  by  virtue  of  this  rule,  usurping  State  author- 
ity by  venturing  into  the  business  of  setting  uniform  national 
standards  for  a  profession? 

Mr.  Retsinas.  I  don't  believe  so.  The  rule  has  been  done  in  con- 
sultation with  certain  private  organizations.  As  you  may  know, 
there  are  a  number  of  organizations  that  represent  appraisers. 
There  have  been  consultation  with  those  organizations.  While  we 
like  to  think  of  ourselves  as  a  leader  in  housing  finance,  we  under- 
stand with  our  reduced  market  share  it  is  the  broader  world  of 
housing  finance  that  will  set  the  appropriate  standards  and  role  for 
the  different  actors.  So  we  think  we  have  an  influence,  we  think 
it  will  be  positive,  but  it  won't  necessarily  be  determining. 

Mr.  Lewis.  Thank  you. 

Mr.  Retsinas.  Thank  you. 

DECREASE  IN  1995  SECTION  8  CONTRACT  RENEWALS  ESTIMATE 

Mr.  Stokes.  You  are  requesting  $4.3  billion  for  the  renewal  of 
expiring  Section  8  subsidy  contracts  in  1995.  Last  year  you  esti- 
mated the  1995  appropriation  for  contract  renewals  would  be  $6.5 
billion.  That  is  a  difference  of  about  $2.2  billion,  approximately  34 
percent. 

What  accounts  for  the  tremendous  decrease  in  the  estimate  of 
funds  needed  for  Section  8  contract  renewals  in  1995? 

Mr.  Shuldiner.  As  you  know,  Mr.  Chairman,  right  now  it  is 
really  a  function  of  what  units  are  expiring  in  what  year.  We  are 
still  getting  peaks  and  valleys  because  of  the  15-year  cycles  and  the 
five-year  cycles,  when  they  hit  at  this  point.  So  that  is  really  what 
results. 

Mr.  Stokes.  The  committee  is  concerned  that  if  the  estimates 
can  decrease  so  much,  then  they  could  also  increase. 

Mr.  Shuldiner.  Yes,  sir. 

Mr.  Stokes.  And  then,  of  course,  we  don't  know  where  we  would 
find  the  additional  budget  authority.  I  think  that  is  a  problem  I 
hope  you  all  understand. 

Mr.  Shuldiner.  Well,  Mr.  Chairman,  I  don't  wish  to  put  a  damp- 
er on  it,  but  if  our  outlays  are  $9  billion,  at  some  point  the  Budget 
is  going  to  have  to  reflect  that.  Our  program  has  1.5  million  certifi- 
cates and  vouchers  at  an  average  cost  of  about  $6,700  a  year.  So 
we  are  spending  $9  billion. 

The  reason  we  are  not  budgeting  it  is  because  much  of  it  was 
previously  budgeted  in  15-year  certificates  and  vouchers  or  5-year 
certificates  and  vouchers.  You  know,  1995  is  in  some  respects  a 
grace  period,  but  unfortunately  by  1996,  we  are  going  to  start  see- 
ing these  higher  numbers,  you  know,  closer  to  the  $7,  $8  or  $9  bil- 
lion figure. 

And  then,  of  course,  Mr.  Retsinas,  by  1996,  will  see  the  first  of 
his  20-year  contracts  expiring.  So,  again,  I  think  it  is  really  a  func- 
tion of  just  what  is  becoming  due  when,  but  we  have  to  recognize 
that  between  us  we  have  2.5  million  Section  8  families  out  there 
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being  assisted  at  the  average  cost  of  about  $6,000.  So  the  program 
is,  in  one  form  or  another,  spending  $15  billion  a  year. 

IMPACT  ON  OUTLAYS  WITH  3-YEAR  RENEWALS 

Mr.  Stokes.  What  would  be  the  impact  of  providing  three-year 
contract  renewals  instead  of  the  five-year? 

Mr.  Shuldiner.  Well,  obviously,  it  would  save  40  percent  on 
budget.  It  wouldn't  have  any  impact  at  all  on  outlays,  which  is  the 
real  issue,  in  fact,  Mr.  Retsinas  and  I  were  discussing  this  just  a 
little  while  ago.  Let  me  just  say  the  downside,  of  course,  of  three 
years  is  if  you  do  that  in  1995,  1998  is  not  going  to  be  a  very  happy 
year.  This  when  these  three  years  become  due,  plus  the  five  and 
15  years  that  become  due  in  1998. 

You  know,  ideally,  you  would  go  to  a  one-year  system  and  the 
budget  would  reflect  the  actual  outlay.  Nic  and  I  are  discussing 
whether  that  is  possible  to  do  without  creating  the  administrative 
headache  for  both  ourselves  and  the  housing  authorities  to  actually 
have  to  roil  over  these  contracts  or  renew  them  annually.  But 
again,  I  think,  you  know,  that  is  the  magic  we  haven't  found.  How 
could  we  make  a  $15  billion  program  not  cost  $15  billion.  I  don't 
know,  Nic,  if  you  wanted  to  add  anything  to  that. 

Mr.  Retsinas.  No,  except  perhaps  to  say  it  is  a  problem  we  share 
with  you  and  we  think  there  are  some  approaches,  but  those  ap- 
proaches have  to  be  done  prudently  and  carefully.  The  reality  is  the 
outlays  are  the  outlays,  unless  we  are  reducing  services  or  reducing 
beneficiaries.  But  the  difficulty  is  we  don't  want  to  create  an  ad- 
ministrative burden  and  nightmare  to  appear  to  resolve  a  problem. 
So  I  think  perhaps  if  we  could  be  more  creative  between  us  we 
might  have  some  other  approaches  to  that.  But  there  are  no  easy 
answers. 

Mr.  Shuldiner.  By  the  way,  if  I  may,  I  have  the  numbers  on  the 
veterans,  if  I  can  just  give  it  to  Paul. 

INCREASE  IN  CONTRACT  RENEWALS  AND  BUDGET  CAP 

Mr.  Stokes.  I  think  you  can  understand,  in  a  year  like  this,  why 
we  are  looking  at  all  these  possibilities.  Let's  look  at  the  contract 
renewal  problem  over  a  longer  period  of  time. 

Next  year,  fiscal  year  1996,  HUD  estimates  the  contract  renewal 
appropriation  will  need  $14.8  billion,  rising  to  $16.6  billion  in  1997, 
$17.2  billion  in  1998,  and  $17.9  billion  in  1999.  Tell  us  how  we  are 
going  to  be  able  to  increase  funds  for  contract  renewals  from  less 
than  $5  billion  in  1995  to  more  than  $14  billion  in  1996  and  stay 
within  the  budget  caps?  And  there  are  significant  increases  for  the 
next  few  years  after  that. 

Mr.  Retsinas.  I  will  start  with  that,  if  I  could.  And  my  colleague 
might  like  to  join  me.  I  hope  he  joins  me. 

Mr.  Chairman,  in  all  candor,  under  the  current  rules,  that  will 
be  very,  very  difficult  under  the  current  definitions.  What  is  hap- 
pening is  what  my  colleague,  Mr.  Shuldiner,  has  indicated.  Begin- 
ning impressively  in  1996,  some  of  the  long-term  contracts,  the 
15-,  20-year  contracts,  begin  to  come  due.  They  would,  under  cur- 
rent definition  of  the  Section  8  program,  impose  substantial  budget 
authority  problems. 
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I  believe  that  we  will  have  to  very  carefully  and  prudently  look 
at  how  we  are  defining  the  problem — how  we  are  defining  our  con- 
tracts, how  we  are  defining  our  terms,  how  we  are  defining  budget 
authority.  We  may  want  to  look  at  other  precedents  in  the  govern- 
ment in  terms  of  long-term  commitments  that  are  not  necessarily 
translated  into  long-term  budget  authority  commitments.  But  that 
is  one  1  am  sure  you  have  as  much  if  not  more  expertise  than  we 
do. 

Mr.  Stokes.  Mr.  Secretary,  is  the  Department  committed  to  re- 
newing all  expiring  Section  8  subsidy  contracts,  with  the  exception 
of  loan  management  units  which  we  will  discuss  in  a  moment? 

Mr.  Retsinas.  Well,  we  are  certainly  committed  to  preserving  af- 
fordable housing.  The  needs  in  this  country  are  still  so  great  that 
we  cannot  fall  back.  As  you  know,  earlier  this  year  the  Congress 
passed,  and  thank  you,  our  multifamily  property  disposition  legis- 
lation. It  allows  us  some  flexibility  on  how  we  preserve  units.  So 
we  are  not  saying  that  in  every  single  case  a  particular  unit  has 
to  be  preserved.  It  is,  however,  our  policy  to  preserve  affordable 
housing,  to  assist  either  the  unit  or  the  tenant.  Certainly,  in  many 
cases  it  is  the  preservation  of  the  unit  that  is  a  priority,  but  in  cer- 
tain circumstances,  the  preservation  of  the  resource  for  the  tenant 
can  also  be  a  priority. 

Mr.  Shuldiner.  In  my  area,  we  are  still  looking  for  incremental 
units,  so  I  guess  the  answer  is,  yes,  we  are  committed  to  keeping 
the  number  we  have  and  continuing  to  increase  them.  I  am  sorry, 
I  don't  know  if  Nic  just  mentioned  now,  but  I  know  he  mentioned 
this  morning  the  idea  that  perhaps  some  of  his  units  could,  in  fact, 
be  scored  off-budget  and  nondiscretionary  as  mandatory.  That  is 
obviously  one  way  that  would  help  it. 

We  are  talking,  as  I  said,  among  ourselves  and  with  OMB.  As  I 
mentioned  before,  the  basic  problem  is  this  is  what  the  program  ac- 
tually costs.  It's  hard  to  get  around  that.  We  are  trying  to  identify 
other  places  where  money  might  be,  such  as  in  program  reserves. 
But  again,  those  are  very  short-term  helps. 

LOAN  MANAGEMENT  SET-ASIDE  PROGRAM 

Mr.  Stokes.  According  to  the  justification,  HUD  plans  to  reduce 
total  Section  8  subsidies  by  eliminating  the  subsidies  for  loan  man- 
agement units  when  they  are  vacated.  Explain  why  you  propose  to 
eliminate  the  subsidies  from  loan  management  units  as  they  turn 
over? 

Mr.  Retsinas.  The  argument  for  that  is  that  the  Loan  Manage- 
ment Set  Aside  Program  was  intended  to  be  temporary.  That  is,  it 
was  intended  to  be  temporary  financial  assistance  to  a  project  to 
ensure  that  the  project  did  not  have  such  serious  cash  flow  prob- 
lems that  it  defaulted.  The  argument  is  that  by  allowing  those 
units  to  attrit,  in  fact,  you  are  adhering  to  the  original  premise  of 
the  program. 

Mr.  Stokes.  How  many  units  would  be  eliminated  from  the  Sec- 
tion 8  Loan  Management  Program  in  the  five-year  period,  1995 
through  1999,  by  this  policy? 

Mr.  Retsinas.  I  do  not  have  that  readily  at  hand.  I  will  find  it 
and  submit  it  for  the  record. 

[The  information  follows:] 
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Attrition  of  LMSA  Units 

Loan  Management  assistance  would  be  terminated  on  an  estimated  97,600  units 
during  this  5-year  period. 

Mr.  Stokes.  Also,  how  much  budget  authority  will  be  saved  over 
the  next  five  years  by  this  action?  As  I  understand  it,  HUD  esti- 
mates that  about  $818  million  in  outlays  would  be  saved  by  this 
action. 

Mr.  Retsinas.  As  I  look  here  in  front  of  me,  it  looks  like  the  out- 
lay savings  are,  from  that  particular  provision,  the  loan  manage- 
ment set  aside  provision,  is  $55  million  in  1995,  $109  million  in 
1996,  $163  million  in  1997,  and  $218  million  in  1998.  But  again, 
we  will  submit  those  in  writing  for  you. 

[The  information  follows:] 

Budget  Authority  Savings  From  LMSA  Attrition 

Budget  authority  savings  will  realized  for  this  proposal  because  the  termination 
of  LMSA  assistance  on  certain  units  will  mean  that  the  Department's  overall  re- 
newal funding  requirements  will  be  reduced.  The  number  of  units  involved  and 
magnitude  of  this  savings  during  the  period  1995  through  1999  is  not  precisely 
know  because  it  will  be  contingent  upon  the  expiration  date  of  those  contracts  that 
are  terminated.  However,  budget  authority  savings  will  at  least  equal  the  projected 
$818  million  in  outlay  savings. 

Mr.  Stokes.  What  would  happen  to  budget  authority  that  was 
saved  by  this  policy? 

Mr.  Retsinas.  My  colleague,  Assistant  Secretary  Stegman,  in- 
forms me  that  21,000  was  the  estimate  for  the  LMSA.  In  terms  of 
what  budget  authority  would  be  used  for,  budget  authority  is  fun- 
gible. So  in  this  particular  case,  the  savings  that  are  premised 
under  this  reform  would  be  used  to  help  fund  some  of  the  other  ini- 
tiatives we  talked  about  this  morning. 

Mr.  Stokes.  I  guess  we  have  got  a  more  intriguing  question  for 
you.  That  is,  what  happens  to  the  budget  authority  under  this,  that 
you  save  by  this  particular  policy? 

Mr.  Retsinas.  What  happens  to  the  budget  authority  under  the 
savings?  Herb? 

Mr.  Persil.  Mr.  Chairman,  there  really  won't  be  any  budget  au- 
thority savings.  There  would  be  outlay  savings.  The  budget  author- 
ity would  be  used  more  productively.  It  would  be  used  for  other 
purposes  within  the  account. 

Mr.  Retsinas.  It  is  the  fungibility  of  the  budget  authority  when 
the  Secretary  looks  at  the  whole  budget. 

Mr.  Stokes.  Let  me  ask  you  this.  If  we  forget  for  a  moment,  say 
the  arguments  for  and  against  eliminating  the  subsidies  from  loan 
management  units,  wouldn't  this  action  really  reduce  the  number 
of  low-income  families  receiving  assistance? 

Mr.  Retsinas.  I  would  be  happy  to  tell  you  the  arguments 
against,  also.  One  of  the  arguments  against  is  the  one  you  just 
said,  Mr.  Chairman.  We  would  not  be  able  to  ensure  that  a  particu- 
lar unit  would  be  affordable  to  a  low-income  family.  The  other  ar- 
gument against,  of  course,  it  does  increase  the  risk,  the  financial 
risk  in  terms  of  the  viability  of  the  project.  So  those  are  the  argu- 
ments pro  and  con,  Mr.  Chairman. 
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NATIONAL  HOMEOWNERSHIP  TRUST 

Mr.  Stokes.  The  Department  is  requesting  $100  million  for  the 
National  Homeowners  Trust  in  1995.  This  program  was  authorized 
in  the  1990  Authorization  Act,  but  has  not  yet  been  funded.  Are 
the  rules  and  regulations  prepared  for  this  program? 

Mr.  Retsinas.  No,  they  have  not  been,  because  we  have  not  re- 
ceived an  appropriation.  The  authorizing  language  proposes  some 
substantial  amendments  to  that  program.  And  to  propose  and  to 
write  rules  in  the  absence  of  funding  and  when  it  is  anticipated 
there  would  be  substantial  changes,  would  not  be  a  prudent  use  of 
time. 

Mr.  Stokes.  How  will  these  funds  be  allocated? 

Mr.  Retsinas.  What  we  are  considering  is  allocating  them 
through  either  national  intermediaries  such  as  nonprofits,  or 
through  States.  It  would  not  be  appropriate  given  the  level  of  fund- 
ing that  is  being  sought  for  a  direct  retail  program  between  HUD 
and  individual  grantees. 

Mr.  Stokes.  Tell  us  how  many  families  would  be  able  to  become 
homeowners  with  this  hundred  million  dollars. 

Mr.  Retsinas.  That  depends  clearly  on  the  assumptions  of  the 
use  of  the  program.  The  original  thought  is  somewhere  between 
5,000  and  10,000. 

increase  in  fha  mortgage  limit 

Mr.  Stokes.  The  current  FHA  mortgage  limit  is  $152,000.  The 
Department  proposes  to  increase  the  amount  of  a  mortgage  that 
FHA  will  insure  to  $172,000.  Do  you  believe  that  increasing  the 
amount  of  the  mortgage  that  can  be  insured  by  FHA  will  have  any 
negative  effect  on  the  FHA  fund? 

Mr.  Retsinas.  No,  I  do  believe,  and  all  our  evidence  is,  it  will 
have  a  positive  effect.  Certainly,  it  is  important  to  note  that  the  in- 
crease will  only  effect  certain  areas,  particularly  high  cost  areas  in 
certain  parts  of  the  country.  Most  areas  would  not  be  affected  by 
this  increase.  It  has  been  our  experience  based  on  our  portfolio  and 
our  own  research  that  these  loans  will  turn  a  profit  to  the  mutual 
mortgage  insurance  fund  and  this  will  help  increase  the  solvency 
of  that  fund. 

Mr.  Stokes.  And  what  is  the  amount  of  the  additional  receipts 
the  Department  estimates  would  result  from  increasing  the  FHA 
mortgage  limitation  to  172,000? 

Mr.  Retsinas.  What  I  do  have,  is  the  estimated  increase  in  the 
number  of  units.  I  do  not  have  that  information  readily  at  hand  on 
the  impact  upon  on  the  fund,  but  I  will  obtain  that  for  you,  Mr. 
Chairman. 

[The  information  follows:] 

Impact  of  Increasing  FHA  Mortgage  Limit 

The  cost  of  credit  program  is  now  measured  according  to  the  terms  of  the  Credit 
Reform  Act  of  1990.  The  negative  subsidy  rate  employed  for  the  Mutual  Mortgage 
Insurance  Fund  is  estimated  at  -2.78  percent  in  1995.  Consequently,  for  every  $1 
billion  of  additional  MMI  mortgage  insurance  written,  the  MMI  Fund  is  expected 
to  experience  a  net  present  value  of  future  receipts  which  is  $27.8  million  in  excess 
of  the  expected  net  present  value  of  future  expenses. 

A  reasonable  estimate  in  15,000  additional  mortgages  endorsed  each  year  in  areas 
affected  by  the  increase  above  the  $151,795  ceiling.  (The  proposed  legislation  to  in- 
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crease  the  base  "floor"  insurable  mortgage  limit  above  $67,500  is  estimated  to  in- 
crease endorsements  by  another  55,000  units.)  At  approximately  $165,000  per  mort- 
fjage,  15,000  units  would  increase  the  volume  of  mortgage  insurance  by  $2,475  bil- 
ion.  This  yields  approximately  $68.8  million  of  additional  negative  subsidies  to  the 
MMI  Fund,  each  year.  The  additional  negative  subsidies  will  be  transferred  from  the 
Financing  account  to  the  Liquidating  account  to  build  reserves  towards  the  2.0  per- 
cent capital  ratio  requirement  by  the  year  2000. 

The  amended  1995  Budget  request  is  for  limitation  in  1995.  This  limit  is  expected 
to  accommodate  any  increase  in  activity  as  a  result  of  an  increase  in  the  insurable 
mortgage  limit. 

HUD  STUDY  GROUP  REPORT  ON  HUD  FORECLOSURES 

Mr.  Stokes.  Let  me  call  your  attention  to  a  group  in  my  city, 
Cleveland,  Ohio,  called  the  HUD  Study  Group,  which  released  a  re- 
port that  found  HUD's  foreclosure  system  adversely  affects  cities. 
Among  the  group's  findings  are  that  HUD-foreclosed  houses  are  on 
the  market  an  average  of  six  months;  more  than  twice  as  long  as 
houses  sold  by  private  brokers. 

In  addition,  the  group  found  that  HUD's  appraisal  policies  put 
the  prices  of  foreclosed  houses  higher  than  houses  in  the  same 
area.  And  the  group  also  felt  that  HUD's  prices  did  not  take  into 
consideration  the  cost  of  repairing  the  properties,  many  of  which 
are  in  poor  condition  because  of  neglect,  vandalism,  and  long  turn- 
around time. 

Now,  it  is  my  understanding  HUD  is  to  have  issued  regulations 
for  a  program  that  would  allow  the  Department  to  discount  the 
price  of  houses  by  up  to  30  percent.  And  this  program  would  cer- 
tainly address  the  concerns  of  this  particular  group. 

Can  you  give  me,  first,  your  opinion  on  the  findings  of  the  group, 
from  what  you  know  of  the  foreclosure  program  in  general? 

Mr.  Retsinas.  I  am  not  familiar  with  the  study,  though  I  will 
look  it  up.  I  think  generally  speaking,  those  findings  are  probably 
appropriate  in  certain  markets,  in  certain  offices,  though  not  nec- 
essarily all  offices. 

As  a  matter  of  fact,  it  was  precisely  because  of  those  kinds  of 
conclusions  and  those  kinds  of  observations  that  we  looked  to  mod- 
ify our  property  disposition  program.  What  we  want  to  make  sure 
is  that  the  sales  from  our  foreclosed  inventory  becomes  not  a  prob- 
lem, but  part  of  a  help  in  revitalizing  neighborhoods. 

During  the  summer  as  part  of  an  initiative  authorized  and  over- 
seen by  the  Vice  President,  we  experimented  with  the  substantial 
discount  in  two  areas,  in  Chicago  and  Richmond.  Those  reinvention 
laboratories,  as  they  were  called,  were  very  successful.  We  have 
now  extended  those  to  22  offices  and  have  added  about  another  10 
offices  to  that  since  then. 

I  might  add,  Cleveland  is  one  of  the  places,  Mr.  Chairman,  that 
we  are  working  with.  We  met  recently  with  Mayor  White  and  his 
community  development  director  and  we  have  worked  out  a  dif- 
ferent way  of  appraising  property,  a  way  of  appraising  property 
that  we  think  is  more  sensitive  to  the  real  price  of  housing  and 
more  importantly  more  sensitive  to  the  real  cost  of  rehabilitation. 

The  mayor  and  I  have  agreed  that  we  would  both  review  this 
preliminary  agreement  in  June  to  see  whether  it  isn't,  in  fact,  mak- 
ing a  difference. 

Mr.  Stokes.  I  am  pleased  to  note  you  are  working  with  the 
mayor  on  that  problem. 
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Mr.  Retsinas.  I  am  very  impressed  with  the  Mayor. 

Mr.  Stokes.  Thank  you.  What  is  the  status  of  the  new  program 
allowing  discounts  in  foreclosure  prices? 

Mr.  Retsinas.  As  I  said,  it  now  operates  in  22  field  offices  and 
by  exception  in  about  10  other  offices.  The  proposed  rule  has  now 
received  a  number  of  comments.  What  we  would  like  do  is  institu- 
tionalize this  program  throughout  the  FHA  network.  That  is  our 
goal,  that  is  our  intent. 

We  are  continuing  to  review  our  appraisal  guidelines  to  see 
whether  they  are  appropriate  and  whether  they  could  be  more  re- 
sponsive to  local  conditions. 

FHA — TARGETTED  NEIGHBORHOOD  REVITALIZATION 

Mr.  Stokes.  Legislation  is  being  proposed  to  create  a  new  pro- 
gram which  would  offer  mortgages  with  100  percent  financing  for 
qualified  first- time,  low-  and  moderate-income  homebuyers,  at  or 
below  115  percent  of  the  area  median  income. 

What  does  the  Department  anticipate  the  underwriting  stand- 
ards would  be  for  this  targeted  neighborhood  revitalization  pro- 
gram? 

Mr.  Retsinas.  We  anticipate  the  underwriting  standards  would 
be  identical  to  what  they  are  now.  It  is  very  clear  that  down  pay- 
ment remains  a  substantial  barrier  to  homeownership.  We  think  it 
would  be  a  major  mistake  to  allow  people  too  easily  to  acquire  a 
home,  only  to  see  them  fail.  So  while  we  are  interested  in  experi- 
menting with  the  reduced  or  no  downpayment.  We  believe  that  we 
ought  to  do  that  prudently. 

I  might  add,  Mr.  Chairman,  that  this  program  is  to  be  coupled 
with  the  counseling  initiative.  Any  families  participating  in  this 
program  must  undergo  counseling  to  ensure  that  they  remain 
homeowners. 

Mr.  Stokes.  How  would  the  Department  propose  to  keep  the  risk 
to  the  FHA  fund  to  a  minimum  in  this  100  percent  financing  pro- 
gram? 

Mr.  Retsinas.  During  the  initial  year  of  the  program,  this  pro- 
gram would  operate  under  the  general  insurance  and  special  risk 
funds,  and  would  not  be  part  of  the  mutual  mortgage  insurance 
fund.  In  our  budget  we  have  allocated  an  amount  of  money  we  be- 
lieve to  cover  the  risk,  an  allocation  that  was  done  in  consultation 
with  our  own  professionals  at  FHA 

PURCHASE  MONEY  LOAN  PROGRAM 

Mr.  Stokes.  The  Department  is  proposing  another  new  program, 
the  Purchase  Money  Loan  Program.  The  budget  proposes  a  $200 
million  direct  loan  limitation,  $180  million  in  a  mutual  mortgage 
account,  $20  million  in  a  general  and  special  risk  account,  to  fi- 
nance approximately  5,000  homes.  The  justification  indicates  that 
no  discretionary  budget  authority  or  outlays  are  associated  with 
this  initiative.  How  will  this  program  work? 

Mr.  Retsinas.  Very  simply,  I  think  the  concept  of  seller  financing 
now  exists  throughout  this  country  and  in  many  kinds  of  real  es- 
tate transactions.  We  believe  there  are  certain  situations  where  it 
is  just  the  absence  of  seller  financing  or  purchase  money  mortgages 
that  is  an  inhibiting  barrier  to  the  disposition  of  our  property. 
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We  are  particularly  thinking  in  the  case  of  community-based 
nonprofits  who,  Mr.  Chairman,  you  know,  often  lack  the  capital. 
And  we  believe  with  this  kind  of  assistance,  they  can  make  that 
bridge.  They  can  cross  that  bridge  and  make  that  homeownership 
possibility  a  reality. 

Mr.  Stokes.  This  is  a  fairly  high  risk  program? 

Mr.  Retsinas.  We  don't  believe  so.  We  believe  by  working  closely 
with  effective  and  proven  community-based  nonprofits,  this  can 
make  a  very  positive  contribution  to  communities. 

ELDERLY  HOUSING  REPORT 

Mr.  Stokes.  In  last  year's  Senate  report,  HUD  was  required  to 
develop  a  strategy  on  how  the  Department  intends  to  use  its  elder- 
ly housing  programs  to  further  the  goals  outlined  in  the  President's 
health  reform  strategy.  What  is  the  status  of  this  report? 

Mr.  Retsinas.  We  have  been  looking  very  closely  at  the  larger 
question,  where  does  elderly  housing  fit  in  health  care  reform.  I 
might  add,  if  I  could,  Mr.  Chairman,  parenthetically,  before  I  came 
to  Washington,  this  subject  was  one  that  was  a  focus  of  my  atten- 
tion back  home  in  Rhode  Island.  It  is  clear  to  us  that  the  future 
of  elderly  housing  has  to  look  at  issues  such  as  assisted  housing  to 
find  out  how  we  can  incorporate  services  in  elderly  housing.  So 
what  we  have  done,  as  a  matter  of  fact,  is  really  take  a  broader 
look. 

We  now  have  an  ongoing  contact  with  the  White  House  to  ensure 
that  we  be  kept  informed,  in  terms  of  the  health  care  debate,  and 
more  particularly,  what  role  we  can  play.  After  all,  traditionally 
the  role  of  the  FHA  is  a  role  of  credit  enhancement,  of  a  role  of  en- 
suring the  capital  goes  to  the  right  places.  We  think  assisted  hous- 
ing and  elderly  housing  is  an  important  component  of  that. 

The  actual  report  is  going  to  be  submitted  to  the  Congress.  It  is 
being  reviewed  now  in  our  multifamily  office,  but  I  think  it  is  the 
broader  question  that  will  guide  us  in  the  months  to  come. 

Mr.  Stokes.  Let  me  ask  you,  Mr.  Secretary,  does  HUD  believe 
that  Section  202  has  a  role  to  play  in  long-term  health  care? 

Mr.  Retsinas.  Yes.  I  really  do.  I  believe  that  as  we  look  to  the 
future,  Section  202,  as  the  Secretary  himself  said,  has  been  a  very 
successful  program.  We  have  the  situation  of  tenants  in  Section 
202  projects  aging  in  place.  It  is  not  uncommon  in  many  of  those 
projects  to  have  average  ages  of  the  high  70s  and  low  80s.  We  need 
to  find  a  way  to  integrate  services  into  those  projects. 

Mr.  Stokes.  Let  me  ask  you  about  the  Administration's  proposal 
to  freeze  rents  in  existing  Section  202  projects  for  18  months.  I 
guess  the  concern  of  our  committee  would  be  that  although  rents 
will  be  frozen,  projects  do  not  have  their  costs  frozen,  utilities,  in- 
surance, salaries,  maintenance  and  so  forth.  So  if  rents  in  existing 
Section  202  projects  are  frozen,  how  does  HUD  propose  that  man- 
agement meet  the  escalating  costs  that  they  will  be  confronting? 

Mr.  Retsinas.  That  is  a  very  legitimate  concern,  Mr.  Chairman. 
The  argument  is  that  in  some  cases  the  Section  202  projects  have 
excess  cash  flow  and  there  is  a  buildup  of  residual  receipts.  Though 
I  would  be  the  first  to  concur,  Mr.  Chairman,  that  not  all  projects 
have  that.  Indeed,  there  are  other  needs  even  beyond  operating 
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costs  that  are  appropriate  for  consideration  for  those  projects,  such 
as  the  social  services  we  just  mentioned. 

HOUSING  COUNSELING  ASSISTANCE  PROGRAM 

Mr.  Stokes.  The  Department  is  requesting  $50  million  for  the 
Housing  Counseling  Assistance  Program  in  1995,  an  increase  of 
$38  million  above  1994.  If  proposed  authorizing  legislation  for  this 
program  is  not  enacted,  would  the  Department  recommend  utiliz- 
ing the  additional  funds  for  the  existing  program  or  would  a  $12 
million  appropriation  level  be  more  appropriate? 

Mr.  Retsinas.  There  are  really  a  couple  of  reasons  why  we  need 
the  expansion  of  this  program.  First  and  foremost  and  because  I 
think  now,  finally  we  have  some  evidence  that  counseling  works. 
Counseling  in  an  intensive  way  is  a  relatively  new  phenomenon. 
And  it  takes  time  to  measure  whether  those  kinds  of  initiatives 
work. 

We  think  now  there  are  some  proven  examples  where  it  works 
and  we  think  it  is  an  appropriate  way  in  which  we  can  leverage 
scarce  resources;  that  is,  money  for  counseling,  into  broader  hous- 
ing objectives.  The  difficulty  is  the  current  program  now  is  gen- 
erally used  for  very  small  grants  to  a  wide  variety  of  agencies  for 
default  prevention. 

We  think  a  major  initiative,  including  pre-purchase  counseling,  a 
major  initiative  that  works  in  large  measure  with  community-based 
organizations  who  have  broader  community  revitalization  objec- 
tives, is  an  appropriate  way  for  us  to  intervene. 

Mr.  Stokes.  To  which  agencies  would  the  additional  funds  go  in 
1995? 

Mr.  Retsinas.  It  would  be  a  competition,  but  we  would  certainly 
look  for  not-for-profits  who  have  experience  in  counseling  and  also 
not-for-profits  who  have  an  interest  in  the  broader  issue  of  commu- 
nity revitalization. 

REDUCTION  IN  PUBLIC  HOUSING  PROGRAMS 

Mr.  Stokes.  Let's  turn  to  public  housing  programs.  The  Depart- 
ment is  proposing  reductions  of  $1.3  billion  in  public  housing  pro- 
grams. Public  housing  development,  including  major  construction  of 
obsolete  projects,  is  proposed  to  be  reduced  by  $448  million.  Mod- 
ernization is  proposed  to  be  reduced  by  $444  million,  severely  dis- 
tressed programs  proposed  to  be  reduced  $278  million. 

Operating  subsidies  are  proposed  to  be  reduced  by  $125  million. 
And  that  does  not  take  into  consideration  $85  million  of  moderniza- 
tion funds  proposed  for  the  Tenant  Opportunity  Program,  the  fact 
that  amendments  for  public  housing  are  included  in  development 
requests  in  1995,  or  that  operating  subsidies  need  to  be  increased 
above  the  1994  level.  Tell  us,  why  should  the  public  housing  pro- 
grams take  such  a  large  reduction  in  funding? 

Mr.  Shuldiner.  Can  I  take  it  one  at  a  time,  please,  Mr.  Chair- 
man? I  think  the  Secretary  made  clear  the  fact  that  he  believes 
that  operating  subsidies  have  to  be  restored  and  that  the  limits 
placed  on  the  Department  through  the  passback  and  the  Budget 
Reconciliation  Act  combined  with  the  spending  rate  of  PFS,  made 
it  virtually  impossible  for  us  to  identify  funds  within  our  budget. 
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Frankly,  the  only  thing  in  our  budget  that  spends  as  rapidly  as 
PFS  is  our  own  salaries,  and  you,  Mr.  Chairman,  have  already 
noted  the  problems  we  have  with  staffing  levels  as  it  is.  So  as  I 
said,  I  do  believe  the  Secretary  recognizes  that  this  is  a  shortfall 
that  needs  to  be  addressed  and  that  this  number  just  represents 
what  was  available  to  us. 

In  the  development  area,  I  think  it  was  again  a  recognition  of  all 
the  competing  needs  and  the  limited  budget  and  the  fact  that  in 
development  there  is  a  significant  backlog.  There  are  approxi- 
mately 30,000  units  that  are  funded  that  are  in  preconstruction. 
And  the  feeling  was  that  until  we  can  successfully  unclog  the  pipe- 
line for  development,  that  we  could  fund  less  this  year  until  we  get 
that  straightened  out  and  then  come  back  next  year. 

In  terms  of  modernization,  the  Secretary  didn't  get  a  chance  to 
mention  it,  but  I  think  he  mentioned  earlier  that,  and  Mr.  Katz 
also  mentioned,  we  were  putting  $200  million  from  the  ACC  to  sup- 
port LIFT  outside  of  CDBG.  The  Department  has  made  a  similar 
request  for  approximately  $100  million  to  be  added  to  moderniza- 
tion money  so  that  our  request  at  this  point,  instead  of  $2.76  billion 
is  approximately  $2.86  billion,  which  is  less  than  a  10  percent  cut. 

This  is  a  $3  billion  plus  program  and  we  had  a  lot  of  competing 
needs  and  the  cut  was  relatively  small  in  that  regard.  In  regard  to 
the  distressed  housing  program,  frankly  we  think  the  $500  million 
level  is  about  the  correct  level. 

As  you  recall,  the  program  started  two  years  ago  at  $300  million. 
We  requested  $483  million  last  year.  And  Congress,  I  don't  know 
if  it  was  to  kick-start  the  program,  upped  that  to  $778  million.  We 
believe  the  $500  million,  although  it  is  actually  a  cut  from  last 
year,  represents  approximately  the  right  level  that  this  program 
should  be  at  on  an  annual  basis. 

Mr.  Stokes.  I  guess  we  need  the  current  backlog  of  moderniza- 
tion needs  for  public  housing,  since  you  have  proposed  reductions 
in  the  modernization,  severely  distressed  and  major  construction  of 
obsolete  projects  programs,  which  are  the  principal  programs  that 
are  used  to  reduce  the  modernization  backlog. 

Mr.  Shuldiner.  Yes,  sir.  We  are  estimating  that  in  1995,  the 
backlog,  including  the  $1.8  billion  annual  accrual,  would  be  $15.36 
billion.  Again,  recognizing  the  $500  million  for  distressed  housing 
and  the  $2.86  billion  for  modernization  I  just  mentioned,  totals 
3.36  billion,  and  would  be  the  second  highest  total  ever.  So  while 
it  is  a  cut  from  1994,  it  is  higher  than  any  previous  year  when  you 
combine  those  two  allocations. 

Obviously,  prior  to  two  years  ago  there  was  no  HOPE  VI  pro- 
gram. And  at  this  level,  the  two  combined  would  make  it  the  sec- 
ond highest  year. 

Mr.  Stokes.  As  I  understand  it,  as  of  June  30th,  1992,  there 
were  747,000  units  of  public  housing  with  lead-based  paint  that 
were  unabated.  Is  that  correct? 

Mr.  Shuldiner.  Mr.  Morani  says,  yes. 

Mr.  Stokes.  Okay. 
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LEAD-ABATEMENT  IN  PUBLIC  HOUSING 

Mr.  Stokes.  How  many  years  does  HUD  estimate  it  will  take 
until  all  public  housing  units  with  lead-based  paint  have  been 
abated? 

Mr.  Shuldiner.  Mr.  Chairman,  this  is  an  assumption  on  which 
I  am  not  sure  we  all  agree,  which  is  that  the  only  response  is  going 
to  be  total  abatement.  I  think,  realistically,  the  cost  of  what  is  in- 
volved and  the  whole  purpose  of  doing  risk  assessments  is  to  in  ef- 
fect determine  whether  100  percent  abatement  is  appropriate,  or 
whether  some  kind  of  containment  and  abatement  program  makes 
sense. 

Again,  and  Mr.  Moroney  perhaps  can  speak  more  to  this  issue, 
the  costs  of  going  from,  say,  90  percent  abatement  to  100  percent 
abatement  versus  the  benefits  may  not  make  sense;  and  if  I  may 
also  add,  we  have  not  really  begun  to  address  lead  in  the  soil  or 
lead  in  the  water,  so  there  is  a  significant  problem  that  in  those 
authorities  in  the  industrial  northeast,  they  are  being  forced  to 
commit  almost  all  of  their  mod  money  to  lead  abatement  at  the  ex- 
pense of  the  more  traditional  system  replacement  and  upgrading. 
So  it  is  a  problem. 

Let  me  just  say  that  we  estimate  that  the  total  cost  of  those 
747,000  units  would  be  about  $2.6  billion.  Again,  that  reflects  the 
fact  that  this  is  eating  up  the  mod  monies  that  were  allocated. 

Mr.  Stokes.  I  guess  that  leads  us  into  the  next  question,  which 
is,  why  is  HUD  proposing  to  reduce  the  modernization  in  severely 
distressed  programs  in  1995,  programs  that  fund  lead-based  paint 
abatement  in  public  housing? 

Mr.  Shuldiner.  HOPE  VI,  of  course,  is  limited  to  one  develop- 
ment per  city  and  only  a  limited  amount  of  cities.  It  is  really  de- 
signed not  to  be  a  comprehensive  mod  program,  but  to  be  a  total 
change  to  environment,  and  as  you  know,  it  is  a  program  which  al- 
lows 20  percent  or  up  to  $10  million  of  the  money  to  go  for  non- 
hard  costs. 

I  mean,  the  real  thrust  of  it  is  to  change  the  community.  It  in- 
volves national  service.  It  involves  social  services,  community  in- 
volvement, and  is  looking  at  a  renovation  that  is  more  than  just 
lead  paint  or  upgrading. 

Many  of  the  applications  we  have  are  for  total  demolition  and 
new  construction. 

Again,  in  terms  of  comprehensive  mod,  the  Secretary  has  indi- 
cated that  it — and  as  I  said,  we  are  now  talking  about  a  7  or  8  per- 
cent cut — is  just  a  reflection  of  the  total  demands  that  are  being 
made  versus  the  budget  available. 

He  has  committed  to  a  higher  amount  in  1996.  We  have  to  bal- 
ance needs;  there  is  still  money  out  there  and  he  hopes  to  increase 
this  amount  significantly  in  1996. 

USE  OF  MODERNIZATION  FUNDS  FOR  REPLACEMENT  HOUSING 

Mr.  Stokes.  The  Department  is  proposing  legislation  to  permit 
public  housing  authorities  to  use  modernization  funds  to  demolish 
and  replace  dilapidated  units.  Funding  replacement  units  out  of 
the  modernization  program  simply  reduces  the  amount  of  funds 
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that  are  actually  available  for  rehabilitated  public  housing  projects, 
doesn't  it? 

Mr.  Shuldiner.  No.  sir,  we  don't  agree.  If  a  housing  authority 
were  going  to  spend  $20  million  to  rehab  a  development  and,  in- 
stead, decided  to  demolish  it  and  replace  it,  it  is  still  getting  fixed. 
I  mean,  we  are  not  talking  about  using  mod  money  for  new  devel- 
opment. 

What  we  are  talking  about  is  allocating  a  housing  authority  an 
amount  of  money  to  determine  what  to  do  with  a  particular  devel- 
opment, and  we  are  giving  it  more  flexibility  by  saying  among  the 
choices  is  rehabbing  it;  but  if  it  doesn't  make  sense  to  rehab  it, 
then  the  housing  authority  can  use  the  money  to  replace  it,  and  to 
the  extent  that  it  costs  more  to  replace  it,  we  are  asking  it  to  get 
that  money  from  the  locality. 

We  don't  see  that.  If  an  authority  spent  $20  million  to  replace 
a  development,  then  it  has  done  the  same  as  if  it  rehabbed  it,  in 
that  sense.  There  is  no  additional  cost  for  having  the  money  redi- 
rected. It  is  still  addressing  the  needs  of  a  particular  development 
that  was  funded. 

Mr.  Lewis.  I  guess,  Mr.  Chairman,  what  they  are  saying  there 
is  that  if  monies  normally  would  have  flowed  to  rehab  buildings, 
that  all  that  money  be  spent  to  rehab,  theoretically,  right? 

Mr.  Shuldiner.  Yes. 

Mr.  Lewis.  But  without  any  local  contribution,  right? 

But  if  you  decide  to  tear  down,  build  new  ones,  you  are  going  to 
have  to  add  50  cents  on  the  dollar  to  do  that. 

Mr.  Shuldiner.  We  are  looking  at  three  possibilities.  Leaving 
aside  for  a  moment  the  third,  which  was  the  capitalization  of  it, 
there  are  two  other  aspects  of  the  bill. 

The  first  possibility  the  Chairman  mentioned  was  to  allow  mod 
money  to  be  used  for  replacement  and  demolition.  The  other  is  to 
allow  it  to  be  used  more  flexibly  as  either  gap  financing  or  bond 
financing  or  tax  credits. 

So  realistically,  if  they  were  going  to  build  something  new,  some 
of  the  other  monies  could  come  from  tax  credits.  What  we  are  re- 
sponding to  are  situations  such  as  in  Philadelphia  and  Baltimore 
where  they  have  50-year  old  high-rises.  And  you  read  the  editorials 
that  say  it  is  a  Catch  22.  They  are  given  $20  million,  but  if  they 
put  $20  million  in  the  high-rises,  they  still  have  50-year  old  high- 
rises  that  people  shouldn't  live  in;  and  isn't  this  a  waste  of  tax- 
payer money? 

So  what  we  are  saying  is,  fine,  a  housing  authority  can  decide 
what  is  really  the  best  outcome  for  this  development.  Again,  we  are 
sticking  with  one-for-one  replacement.  If  the  authority  decided  the 
best  outcome  is  to  renovate,  that  is  fine;  if  it  is  to  partially  demol- 
ish and  restore,  that  is  fine;  if  it  is  to  totally  demolish  and  replace, 
that  is  fine.  They  still  have  this  money  and  can  use  this  money  to 
do  it. 

If  they  you  need  more  money,  then  they  are  going  to  have  to 
come  back  to  us.  I  mean,  either  raise  it  locally  or  what  have  you. 

We  do  know  in  many  places,  demolition  and  replacement  is  even 
cheaper  than  renovation.  In  my  own  experience,  when  we  submit- 
ted a  HOPE  VI  application  in  Los  Angeles  for  Pico  Gardens  in  East 
LA,  we  were  estimating  renovation  costs  of  $65,000  a  unit.  The 
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residents  came  to  us  and  said,  what  would  it  cost  to  build  it  new? 
And  when  we  went  back  do  our  architects,  the  answer  was  $67,000 
a  unit.  Now,  I  would  suggest  in  that  circumstance  it  would  make 
a  whole  lot  more  sense  to  rebuild. 

Now,  I  am  not  suggesting  that  is  the  case  everywhere;  and  again, 
we  as  an  authority  were  reluctant  to  even  broach  it  because  we 
thought  the  residents,  since  in  Los  Angeles  we  have  virtually  100 
percent  occupancy,  would  become  fearful.  But  it  was  they  who 
broached  it  and,  in  fact,  supported  the  demolition  and  redesign,  be- 
cause no  matter  what  we  did  on  rehabbing  it,  even  with  HOPE  VI, 
you  know,  we  are  still  stuck  with  the  original  footprint — small  unit, 
small  rooms,  and  a  configuration  that  doesn't  lend  itself  to  increas- 
ing security.  And  instead,  we  have  a  lot  of  room. 

As  you  are  familiar  with  the  developments  in  Los  Angeles,  they 
are  low-rise  on  large  acres,  so  we  have  plenty  of  room  right  there 
to  replace  all  the  units  in  a  much  more  attractive  and  much  more 
modern  configuration. 

Again,  this  is  not  mandatory.  This  is  permissive.  It  just  allows 
the  local  housing  authority  who  has  this  kind  of  need  to  make  a 
rational  determination  and  not  be  stuck  with  having  to  rehab 
something  that  maybe  shouldn't  be  rehabbed  at  all.  That  is  all  we 
are  talking  about. 

We  don't  know,  if  that  is  the  next  question,  how  many  units 
would  be  addressed  this  way — really  we  don't  have  a  clue,  but 
again,  the  thrust  of  it  is  to  give  more  flexibility  to  local  housing  au- 
thorities in  addressing  the  needs  that  they  have. 

Mr.  Stokes.  I  think  the  position  that  you  are  taking  is  a  position 
that  Congressman  Clay  from  Missouri  is  taking,  too.  That  the  mod- 
ernization expenditure  has  just  been  ridiculous  in  light  of  the  fact 
that  you  can  produce  so  much  more  with  the  money  rather  than 
just  renovate  and  continue  modernizing  old  units. 

We  have  a  number  of  other  questions  which  we  will  submit  for 
the  record. 

Mr.  Lewis.  All  right.  I  am  just  dying  to  ask  several  more,  but 
I  will  put  them  in  the  record. 

Mr.  Stokes.  I  think  the  Department  is  pleased  that  you  have  ac- 
ceded to  my  request.  We  have  had  a  long  day,  but  we  will  resume 
our  hearings  Thursday  morning,  10:00  a.m. 
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GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

Mr.  Stokes.  The  committee  will  come  to  order. 

We  have  appearing  before  the  subcommittee  this  morning,  Mr. 
Dwight  P.  Robinson,  President  of  the  Government  National  Mort- 
gage Association.  Mr.  Robinson,  it  is  a  pleasure  to  have  you  appear 
before  our  subcommittee  this  morning. 

Mr.  Robinson.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  If  you  would  like  at  this  time,  you  may  introduce 
your  associates  after  which  we  will  place  your  entire  statement  in 
the  record  and  then  you  may  proceed  in  any  way  you  would  like. 

Mr.  Robinson.  Thank  you.  First  of  all,  it  is  my  pleasure  to  be 
here  this  morning  before  the  committee.  We  brought  with  us  Mr. 
Robert  Kalish,  the  Executive  Vice  President  of  the  Ginne  Mae.  To 
my  immediate  right  is  Mr.  William  E.  Dobrzykowski,  who  is  Vice 
President  of  Finance  at  Ginne  Mae.  And  Mr.  Persil,  whom  you 
know,  has  been  at  the  table  for  the  entire  proceeding.  We  have  also 
brought  Maria  McQueen  who  is  an  accountant  in  our  finance  office. 

You  received  my  statement,  Mr.  Chairman,  for  the  record.  If  it 
is  your  pleasure,  we  would  simply  have  it  put  into  the  record.  We 
are  very  happy  to  be  here.  We  think  Ginne  Mae  is  on  a  positive 
footing.  Our  budget  and  appropriations  requests  are  appropriate 
and  we  are  available  for  your  questions. 

[The  information  follows:] 
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STATEMENT  OF 

DWIGHT  P.  ROBINSON,  PRESIDENT 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

Before  the 

HOUSE  APPROPRIATIONS  COMMITTEE 

Chairman  Stokes,  Congressman  Lewis  and  members  of  the 
subcommittee.   I  am  pleased  to  be  here  before  you  to  discuss  the 
proposed  Budget  of  the  Government  National  Mortgage  Association 
for  fiscal  year  1995. 

Ginnie  Mae  celebrated  its  25th  anniversary  since  partition 
from  the  Federal  National  Mortgage  Association  in  1968.   The 
Department  and  Ginnie  Mae  can  feel  proud  of  its  achievements 
during  those  25  years.   One  of  Ginnie  Mae's  major  accomplishments 
was  to  introduce  to  the  nation's  capital  and  residential  markets 
the  financial  instrument  called  a  mortgage-backed  security, 
(MBS) .   During  the  current  fiscal  year,  Ginnie  Mae  should  reach 
$1  trillion  of  original  issues  of  mortgage-backed  securities 
guaranteed  by  Ginnie  Mae  since  1970.   The  remaining  principal 
balance  of  the  securities  outstanding  at  the  end  of  the  fiscal 
year  was  approximately  $416  billion.   This  balance  has  increased 
to  $419  billion  in  the  first  quarter  of  fiscal  year  1994. 

Ginnie  Mae's  mission  is  to  support  affordable  homeownership 
in  America  by  providing  an  efficient  Government -guaranteed 
secondary  market  vehicle  to  link  the  capital  and  Federal  housing 
markets. 

Operating  results  for  fiscal  year  1993  compared  favorably 
with  the  record  level  of  the  previous  year.   Ginnie  Mae's 
revenues  exceeded  expenses  by  $494  million  in  fiscal  year  1993, 
as  compared  to  $520  million  in  fiscal  year  1992.   In  fiscal  year 
1993,  Ginnie  Mae's  Mortgage-Backed  Securities  Program  guaranteed 
the  issuance  of  securities  in  the  amount  of  $118.2  billion  which 
provided  the  capital  to  purchase  or  refinance  homes  for 
approximately  1.6  million  American  families.   Ginnie  Mae 
estimates  that,  since  inception,  its  Mortgage-Backed  Securities 
have  provided  financing  for  the  purchase  or  refinancing  of 
16.3  million  American  homes. 

Ginnie  Mae  continues  to  enhance  its  risk  analysis 
capabilities.   These  efforts  combined  with  a  favorable  interest 
rate  environment  resulted  in  a  decline  in  defaulted  issuers.   At 
the  end  of  fiscal  year  1993,  Ginnie  Mae  had  $3.6  billion  in 
acquired  servicing  rights  outstanding,  a  $4.7  billion  or 
57  percent  reduction  from  fiscal  year  1992.   The  decline  was 
mainly  due  to  an  aggressive  sales  program  of  single  and 
multifamily  servicing  rights. 

Over  the  past  year,  Ginnie  Mae  has  improved  its  contractor 
monitoring  activities.   We  are  also  continuing  to  enhance  our 
automated  systems  and  internal  controls  in  order  to  increase  the 
efficiency  of  our  operations  and  to  reduce  the  likelihood  of 
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future  loss.   We  have  initiated  a  reengineering  program  at  Ginnie 
Mae  designed  to  further  analyze  the  efficiency  of  our  existing 
organization  and  infrastructure.   We  anticipate  that  this 
approach  will  facilitate  optimizing  the  operations  and  resources 
necessary  to  support  current  and  future  initiatives. 
Reengineering  and  redesign  of  Ginnie  Mae  is  a  process  that 
includes  the  ideas,  thoughts,  and  participation  of  the  entire 
Ginnie  Mae  staff. 

Pursuant  to  authority  granted  to  GNMA  by  the  Omnibus 
Reconciliation  Act  of  1993,  GNMA  initiated  development  of  a  new 
Real  Estate  Mortgage  Investment  Conduit  (REMIC)  program.   During 
this  year,  Ginnie  Mae  has  made  a  great  deal  of  progress  in 
implementing  its  REMIC  program.   We  repositioned  our  internal 
organization  to  optimize  resources  and  hired  experienced 
investment  professionals  from  the  private  sector.   A  separate 
office  of  REMICS  headed  by  a  Ginnie  Mae  Vice  President  was  also 
established.   The  Ginnie  Mae  REMIC  team  has  been  assisted  by  the 
firm  of  Kenneth  Leventhal  &  Co.  in  its  role  as  Financial  Advisor 
and  Hunton  &  Williams  in  its  role  as  Legal  Advisor.   These  firms 
have  brought  together  a  core  of  high  level  REMIC  and  Capital 
Markets  professionals  to  support  and  advise  the  Ginnie  Mae  REMIC 
program.   In  the  design  of  the  program,  Ginnie  Mae  has  sought 
advice  from  external  sources  such  as  the  Mortgage  Bankers 
Association,  Fannie  Mae,  Freddie  Mac  and  other  industry  sources. 

On  April  12,  1994,  Ginnie  Mae  announced  its  REMIC  guarantee 
fee  for  the  initial  stage  of  the  program  together  with  collateral 
eligibility  requirements.   The  initial  stage  of  the  program 
should  last  about  3  months  and  consist  of  approximately  12-20 
transactions.   We  project  closing  the  first  Ginnie  Mae  REMIC 
transaction  during  June  1994. 

For  fiscal  year  1995,  Ginnie  Mae  requests  commitment 
authority  totalling  $130  billion.   This  represents  no  increase 
over  the  $130  billion  that  is  authorized  for  fiscal  year  1994. 
During  the  past  six  months,  issuances  have  been  higher  than 
expected.   Ginnie  Mae  is  monitoring  the  situation  closely  and  it 
is  estimated  that  the  existing  commitment  limitation  will  be 
reached  before  the  end  of  the  fiscal  year.   Ginnie  Mae  provided 
the  required  notice  to  the  Congress  (March  18,  1994)  pursuant  to 
12  U.S.C.,  Section  1721  and  initiated  a  commitment  rationing 
system.   This  significant  increase  in  commitment  authority  for 
fiscal  year  1994  is  primarily  a  result  of  operating  in  a  low- 
interest  rate  environment.   Recently,  however,  interest  rates 
have  increased  and  we  believe  that  the  $130  billion  in  requested 
commitment  authority  should  be  sufficient  to  meet  program  demands 
for  fiscal  year  1995. 

Ginnie  Mae  looks  forward  to  facing  the  challenges  of  the 
future  in  meeting  its  mission  to  support  affordable  home 
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ownership  in  America  by  providing  an  efficient  government - 
guaranteed  secondary  market  vehicle  to  link  the  capital  and 
Federal  housing  markets. 
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MORTGAGE  BACKED  SECURITIES 

Mr.  Stokes.  Thank  you  very  much.  As  you  said,  we  will  without 
objection  place  your  entire  statement  in  the  record. 

The  1995  budget  requests  $130  billion  of  commitment  limitation 
in  the  mortgage  backed  securities  program.  The  same  as  in  1994. 
The  justification  indicates  that  Ginnie  Mae  expects  to  use  all  of  its 
limitation  in  1994  and  1995. 

How  do  you  stand  against  the  1994  limitations? 

Mr.  Robinson.  For  1994,  as  of  March,  we  have  approved  commit- 
ments of  $99.1  billion  and  we  have  issued  securities  in  the  range 
of  $91.8  billion.  We  expect  to  exceed  the  limit  and  we  have  given 
Congress  the  appropriate  notices  that  we  are  required  to  make  and, 
in  fact,  have  prepared  a  supplemental  based  on  our  projection.  We 
expect  to  exceed  our  limit  as  of  the  end  of  June. 

EFFECT  OF  INTEREST  RATES 

Mr.  Stokes.  How  does  the  limitation  estimate  for  1995  look  now, 
considering  the  recent  increase  in  mortgage  interest  rates? 

Mr.  Robinson.  There  has  been  a  significant  impact  on  our  busi- 
ness given  increase  in  interest  rates.  It  really  is  a  two-edged  sword 
in  the  sense  that  as  rates  went  down,  we  saw  a  significant  activity 
that  showed  the  record  years  that  we  have  had  over  the  past  two 
years  with  the  increase  in  interest  rates,  while  there  is  an  imme- 
diate fall-off  in  activity  on  the  commitment  line. 

For  instance,  we  were  issuing  Commitments  on  the  order  of  $15 
billion  a  month.  From  the  beginning  of  the  year,  we  have  fallen  to 
a  monthly  rate  of  between  $8  and  $9  billion  per  month,  but  as  we 
come  into  the  spring  season,  the  normal  cycle  of  housing  activity 
begins  to  take  over,  so  we  believe  that  despite  the  fact  that  activity 
will  have  fallen  because  interest  rates  have  gone  up,  $130  billion 
is  still  justifiable  given  our  activity  over  the  past  two  years  and  the 
trend  lines  we  see  for  the  future. 

DEFAULTS 

Mr.  Stokes.  Mr.  Robinson,  the  Ginnie  Mae  mobile  home  servic- 
ing portfolio  had  additional  defaults  of  approximately  $256  million 
in  1993. 

Can  you  tell  us  why  the  default  level  in  1993  was  so  high? 

Mr.  Robinson.  Well,  obviously,  Mr.  Chairman,  we  have  noticed 
over  the  course  of  several  years  the  default  rates  in  our  mobile 
home  program  and,  of  course,  you  are  aware  of  the  fact  that  we 
have  instituted  and  maintained  a  moratorium  over  new  mobile 
home  business  for  Ginnie  Mae. 

We  believe  we  have  put  together  the  appropriate  systems  and 
controls  to  assure  that  the  manufactured  housing  portfolio  and  the 
defaults  are  dealt  with  effectively.  We  don't  anticipate  any  major 
problems.  Our  overall  default  rate  in  our  portfolio  has  gone  down 
consistently  over  the  last  five  years.  We  have  instituted  a  number 
of  processes  that  we  think  will  control  that  circumstance  and  we 
engaged  in  conversations  with  the  manufactured  housing  industry 
to  talk  about  the  impact  of  Ginnie  Mae's  program  on  that  industry. 
So  we  think  we  have  a  good  handle  on  that  circumstance. 
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We  don't  believe  there  is  any  unanticipated  risk  involved,  and  we 
think  that  the  controls  that  are  necessary  have  been  instituted. 

If  I  may,  Mr.  Chairman,  I  might  ask  Mr.  Kalish  to  add  anything 
that  he  might  want  to  add  being  that  he  testified  last  year  to  that 
issue. 

Mr.  Kalish.  The  only  thing  I  would  add  is  that  you  asked  why 
we  have  that  level  of  defaults  this  year.  Unfortunately,  there  were 
a  number  of  issuers  who  had  been  in  the  program  a  number  of 
years  that  perhaps  were  weaker  than  they  should  have  been.  They 
came  into  the  program  before  we  were  able  to  set  into  place  the 
controls  and  procedures  that  we  now  have. 

GNMA  MANAGERIAL  WEAKNESSES 

Mr.  Stokes.  Concern  has  been  raised  by  GAO,  HUD's  Inspector 
General,  an  independent  study  and  previous  management  teams  at 
Ginnie  Mae,  that  some  of  the  managerial  weaknesses  of  Ginnie 
Mae  result  from  a  lack  of  sufficiently  skilled  staff  to  effectively 
monitor  certain  contractual  operations. 

How  large  of  a  contractor  work  force  does  Ginnie  Mae  currently 
monitor? 

Mr.  Robinson.  Well,  Ginnie  Mae  monitors  a  contractual  work 
force  that  is  fairly  significant.  I  will  have  to  get  you  the  actual 
number  of  persons  who  would  be  involved,  but  we  have  a  contrac- 
tual outlay  base  of  approximately — what  is  the  number? 

[The  information  follows:] 

CONTRACT  WORK  FORCE  GNMA  CURRENTLY  MONITORS 


1991 

'1992 

'1993 

'1994 

2 1995 

Contract  cost  

$61  800 

$48,060 
440 

$42,255 
387 

$53,451 
489 

$60  526 

FTE  

566 

554 

1  Estimated  FTEs. 
'Estimated  FTEs  and  cost. 

The  GAO  report  stated  that  in  fiscal  year  1991  there  were  about  566  contractual 
FTEs.  The  estimated  number  of  contracting  FTEs  has  been  decreasing  in  the  past 
2  years  due  to  the  sale  of  defaulted  portfolio  servicing  rights.  This  trend  will  con- 
tinue through  fiscal  year  1994  because  of  the  aggressive  sales  strategy  of  GNMA 
and  projected  low  default  rates.  It  will  gradually  start  increasing  commencing  in  fis- 
cal year  1995  because  of  the  additional  operating  needs  of  the  Real  Estate  Mortgage 
Investment  Conduit  (REMIC)  Program. 

Mr.  Dobrzykowski.  About  $60  million  annually. 

Mr.  Robinson.  $60  million  on  an  annual  basis.  As  far  as  the  ma- 
terial weaknesses  are  concerned,  I  believe  that  we  have  made  sig- 
nificant progress  over  the  past  year  in  dealing  with  those  weak- 
nesses. In  fact,  we  believe  in  the  next  Inspector  General  report  and 
GAO  reports,  you  will  find  that  our  activity  will  be  reflected  posi- 
tively in  their  findings. 

Second,  in  regard  to  the  monitoring  of  the  contracts,  we  have 
begun  the  process  of  bringing  on  a  contract  specialist,  a  high-level 
person  who  will  report  directly  to  the  Executive  Vice  President.  We 
have  put  in  place  a  number  of  sign-off  processes  within  Ginnie  Mae 
to  assure  the  appropriate  controls  in  the  program. 

We  have  also  undertaken  within  Ginnie  Mae,  a  reengineering  re- 
organization study  to  effectively  look  at  how  we  accomplish  our 
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business  with  a  Ginnie  Mae  staff  of  approximately  70  professionals 
monitoring  a  nationwide  program. 

It  is  incumbent  upon  us  to  have  the  appropriate  controls  because, 
obviously,  to  run  a  program  as  large  as  ours,  it  will  require  us  to 
move  to  contractors  or  some  outside  force.  That  has  traditionally 
been  Ginnie  Mae's  methodology. 

We  think  we  have  put  in  place  those  processes  necessary  to 
strengthen  our  monitoring.  We  think  the  reports  will  reflect  that. 
We  are  bringing  on  the  right  professionals  to  help  us  get  it  done 
and  we  are  reorganizing  ourselves  so  we  are  more  effective  with 
the  resources  that  we  have. 

Mr.  Stokes.  In  1991,  there  were  approximately  560  FTE  contrac- 
tor personnel  being  utilized;  is  that  a  correct  figure? 

Mr.  DOBRZYKOWSKI.  That  is  approximately  correct. 

Mr.  Robinson.  We  will  check  that  and  make  sure  that  is  the 
right  number. 

[The  information  follows:] 

Contractor  FTE  in  Fiscal  Year  1991 

In  fiscal  year  1991,  GNMA  utilized  about  566  full-time  equivalent  contract  person- 
nel. 

Mr.  Stokes.  Okay.  Does  the  current  Ginnie  Mae  management 
team  believe  it  needs  additional  FTE  to  monitor  contracts  and  effi- 
ciently and  effectively  manage  the  GNMA? 

Mr.  Robinson.  That  is  always  a  good  question,  Mr.  Chairman. 
Since  I  have  been  in  this  position  and  in  government,  I  have  no- 
ticed, of  course,  that  apparently  FTEs  is  the  coin  of  the  realm  as 
you  move  forward  and  try  to  make  a  decision  on  how  to  effectively 
manage  what  you  are  doing. 

I  would  not  sit  before  you  this  morning  and  tell  you  we  could  not 
use  additional  resources.  We  certainly  can  use  additional  resources. 
However  we  are  committed  to  the  process  that  we  have  undertaken 
and  to  ensure  that  we  have  the  people  with  the  right  skills  doing 
the  right  things  to  make  sure  we  meet  our  mandate. 

This  reengineering  process  that  we  have  undertaken,  I  think, 
will  move  us  in  that  direction  greatly.  That  is  not  to  say  we 
couldn't  use  more  resources  to  move  forward.  We  do  not  have  any 
significant  resource  request  before  you. 

GNMA  STAFFING 

Mr.  Stokes.  Well,  in  light  of  your  statement  that  you  could  use 
additional  personnel,  how  many  additional  FTE  does  Ginnie  Mae 
need? 

Mr.  Robinson.  Well,  we  are  engaged  in  a  process  now,  this 
reengineering  process  that  I  spoke  to,  that  will  give  us  a  better 
handle  on  whether  or  not  we  have  all  the  right  people  with  the 
right  skills  doing  the  right  things.  Once  that  is  concluded,  we  will 
be  able  to  more  definitively  say  we  need  x  number  of  people  one 
way  or  the  other.  I  could  not  give  you  that  number  this  morning. 

Mr.  Stokes.  What  was  your  request  before  OMB  for  FTE  and  ad- 
ministrative expenses  in  dollars? 

Mr.  Robinson.  Do  you  have  that,  Mr.  Dobrzykowski? 

Mr.  Dobrzykowski.  $8,043  million  in  1994,  and  in  1995,  $8,829 
million.  So,  we  requested  72  FTE  in  1994  and  1995. 
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Mr.  Stokes.  Mr.  Lewis,  I  will  be  happy  to  yield. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman.  Welcome,  gentlemen.  Just 
a  couple  of  questions. 

Mr.  Robinson,  from  your  testimony,  I  gather  that  there  were 
mortgages  backed  by  your  securities  program  in  a  volume  that  was 
large  enough  to  provide  for  assurance  on  approximately  1.6  million 
American  homes. 

Mr.  Robinson.  Yes,  sir. 

Mr.  Lewis.  And  the  specific  dollar  amount  that  is  indicated  here 
for  1992  of  these— I  guess  1993  was  $118.2  billion. 

Mr.  Robinson.  Yes. 

Mr.  Lewis.  Is  that  right? 

Mr.  Robinson.  Yes,  sir. 

PURPOSE  OF  MORTGAGE-BACKED  SECURITIES 

Mr.  Lewis.  Please  explain  to  me  what  that  really  means.  Does 
it  mean  that  Ginnie  Mae  loans  are  placed  with  the  word  and  assur- 
ance of  the  American  government?  We  are  guaranteeing  those 
loans  in  case  of  default? 

Mr.  Robinson.  In  essence,  that  is  what  it  means,  Mr.  Congress- 
man. But  let  me  just  back  up  and  explain  a  little  bit  differently. 
What  it  really  means  is  that  in  1993,  there  were  $118  billion  worth 
of  Ginnie  Mae  securities  issued  for  which  we  provided  a  guarantee, 
full  faith  and  credit  guarantee  of  the  United  States  Government 
that  those  securities  would  perform  as  specified  and  that  the  un- 
derlying mortgages,  the  FHA  or  VA  mortgages,  had  certain  charac- 
teristics to  them  and  simply  put,  if  you  simply  add  up  the  number 
of  mortgages,  you  get  to  the  number  of  families  that  are  impacted 
by  Ginnie  Mae  securities. 

Mr.  Lewis.  And  I  gather  that  the  funds  that  are  in  the  pool  are 
funds  that  come  by  way  of  contributions  of  the  issuers? 

Mr.  Robinson.  The  funds  that  are  in  the  pool,  basically  the  pools 
are  made  up  of  mortgages  that  are  made  by  the  issuers  and  the 
funds  that  come  through  to  pay  for  the  securities  are  the  payment, 
the  collective  mortgage  payments  of  the  individual  homeowners. 

Mr.  Lewis.  And  with  an  extra  premium,  some  way  to  provide  for 
the  cost  of  the  guarantee;  is  that  right? 

Mr.  Robinson.  Within  what  they  call  a  coupon  value  of  the  secu- 
rity is  factored  a  guarantee  fee  of  six  basis  points  for  Ginnie  Mae, 
a  servicing  fee  of  4.4  basis  points  for  the  issuer;  i.e.,  payment  for 
collecting  the  mortgage  payments,  keeping  the  escrows,  et  cetera. 
And  the  face  rate  of  the  mortgage,  all  of  that  gets  rolled  into  one, 
if  you  will,  and  that  is  the  coupon  rate  that  shows  on  the  security. 

DEFAULT  VOLUME 

Mr.  Lewis.  The  reason  for  my  asking,  or  following  this  channel 
of  questioning  is  because  your  testimony  further  indicates  that 
there  was  a  guesstimate  for  1993  of  a  default  volume  of  approxi- 
mately $170  billion  and  the  actual  volume  was  at  a  level  of  $256 
billion. 

Is  that  some  way  inaccurate? 

Mr.  Robinson.  $170  billion  in  defaults? 
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Mr.  Lewis.  I  am  sorry.  Mr.  Chairman,  I  misread  your  question 
here.  I  was  about  to  say — well,  I  was  using  the  term  billion  instead 
of  million.  I  said,  my  God,  that  is  ridiculous. 

Mr.  Robinson.  You  were  scaring  me,  I  know  that. 

Mr.  Lewis.  I  noticed  your  hair  started  to  stand  straight  up. 

Mr.  Robinson.  What  is  left  of  it. 

Mr.  Lewis.  So  the  default  rate  which  was  actually  $256  million 
represents  what  percentage? 

Mr.  Robinson.  I  see.  Absolutely.  We  can  give  you  the  specific 
numbers,  but  we  have  the  30  basis  points  on  manufactured  homes 
that  we  collect  as  a  guarantee  fee  that  will  cover  all  of  our  escrow 
requirements  and  all  of  our  obligations  and  net  a  surplus  that  goes 
back  into  the  Treasury. 

Mr.  Lewis.  Okay. 

[The  information  follows:] 

1993  Default  Rate 

The  $256  million  in  defaults  of  manufactured  housing  in  fiscal  year  1993  rep- 
resented 11  percent  of  the  total  outstanding  balance  of  manufactured  housing  at 
that  time.  As  of  March  1994,  manufactured  housing,  in  total,  represents  less  than 
1  percent  of  the  total  GNMA  securities  outstanding. 

Mr.  Robinson.  That  will  increase  by  a  factor  that  is  indicated  in 
your  report  about  $200  million  over  the  next  two  years. 

Mr.  Kalish.  Yes,  that  is  correct. 

Mr.  Lewis.  I  was  concerned  about  the  projection  of  $170  million 
that  actually  ended  up  $256  million  simply  because,  even  though 
percentage-wise  that  doesn't  reflect  a  huge  or  overwhelming  loss, 
nonetheless,  it  does  reflect  upon  the  cost  of  mortgages  because  you 
have  to  cover  those  costs  without  any  question  and  that  in  turn  af- 
fects the  cost  of  the  homes. 

Mr.  Robinson.  That  is  true,  but  the  significance  of  that  number 
in  that  context  is  minimal.  From  our  perspective,  the  important 
thing  to  keep  in  mind  relative  to  the  manufactured  housing  pro- 
gram is,  number  one,  we  have  a  moratorium  on  issuing  any  more 
mobile  home  securities  and  that  has  been  in  place  for  two  years 
now, 

Bob. 

Mr.  Kalish.  A  little  bit  longer.  Five  years. 

Mr.  Robinson.  Five  years.  And  so  what  we  have  been  doing  with 
that  program  basically  is  monitoring  that  program  on  an  ongoing 
basis,  making  sure  that  we  manage  the  defaults  appropriately.  We 
put  the  right  systems  in  place  to  make  the  appropriate  projections 
and  we  have  the  right  controls  so  that  we  don't  have  a  major  prob- 
lem. Although  that  is  not  to  say  that  $280  million  is  not  a  major 
problem  but,  relatively,  it  is  a  small  figure. 

Mr.  Lewis.  Mr.  Kalish  mentioned  issuers  who  had  been  on  line 
who  didn't  really  meet  the  standards  that  you  felt  were  needed  and 
necessary  to  make  changes  there.  Were  those  issuers  largely  issu- 
ers who  were  dealing  with  the  manufactured  housing  market? 

Mr.  Kalish.  Yes. 

GNMA  ISSUERS  IN  CALIFORNIA 

Mr.  Lewis.  I  would  be  very  interested  in  data  maybe  for  the 
record,  at  any  rate  some  information  that  might  indicate  what  kind 
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of  problems  have  developed  in  California  particularly  in  the  manu- 
factured housing  field  as  a  result  of  the  earthquake.  We  had  a  lot 
of  problems,  and  I  would  guess  it  impacted  our  rates. 

Would  you  have  somebody  evaluate. 

Mr.  Kalish.  We  would  be  happy  to  submit  whatever  data  we 
have,  or  gather  it  for  you. 

Mr.  Lewis.  I  would  guess  you  have  a  flood  out  there. 

Mr.  Robinson.  Mr.  Congressman,  we  looked  at  the  earthquake 
question  and  we  provided  some  very  specific  relief  relative  to 
Ginnie  Mae  issuers  in  California  and  we  can  provide  that  informa- 
tion. 

Mr.  Lewis.  Please  do. 

[The  information  follows:] 
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California  Earthquake  Impact  on  Manufactured  Housing 

gnma  has  not  received  information  from  any  of  its  contractors  or  issuers 
about  losses  or  difficulties  resulting  from  the  1993  California  earthquake. 

Overall,  there  was  no  significant  negative  impact  on  the  GNMA  program  in 
the  State  of  California  as  a  result  of  the  earthquake.   However,  the  impact 
varied  depending  upon  the  type  of  housing  involved. 

The  State  of  California  had  691  GNMA  manufactured  housing  loans  of  which 
35  were  delinquent,  a  5.07  percent  delinquency  rate,  making  California  the 
most  delinquent  State  in  the  Manufactured  Housing  (MH)  program  as  of 
December  1993.  At  the  end  of  March  1994,  California  had  656  MH  loans  in  the 
GNMA  program  with  34  delinquent,  or  5.18  percent.   Therefore,  it  appears  that 
the  earthquake  had  a  slight  negative  impact  on  delinquencies  since  the  rate 
increased  from  5.07  percent  to  5.18  percent. 

With  regard  to  GNMA's  single-family  loans  in  California,  the  story  is 
different.   At  the  end  of  September  1993,  the  overall  single-family 
delinquency  rate  in  California  was  2.89  percent  but  at  the  end  of 
December  1993,  the  rate  was  3.17  percent.   How  much  of  this  increase  is 
attributable  to  the  earthquake  is  unknown  at  this  time.   Although  GNMA  offered 
financial  assistance  to  any  GNMA  issuer  adversely  affected  by  a  borrower's 
inability  to  pay  as  a  result  of  the  earthquake,  there  were  no  takers.   No 
issuer  asked  for  financial  assistance  from  GNMA  to  cover  shortfalls  in 
collections  from  mortgagors.  A  copy  of  the  All  Participants  Memo  to  issuers 
extending  this  relief  is  attached. 

Regarding  the  multifamilv  loan  program,  there  is  only  one  known  incident 
of  negative  impact  on  an  issuer  as  a  result  of  the  earthquake,  and  this  is  not 
significant. 
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US  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
WASHNGTON. DC  20410 


94-7 


APR  I  3  1994 


MEMORANDUM  FOR:   All  Participants  in 
Securities  Prpgr; 


FROM:   Dwight  P.  Robfnsoi 


Mortgage - Backed 


SUBJECT:   Single  Family  Homes/ Damaged  in  the  Recent  California 
Earthquake 


GNMA  is  authorizing  Issuers  of  GNMA  pools  containing  loans 
on  properties  damaged  by  the  January  17,  1994  earthquake  in  the 
San  Fernando  Valley  region  of  California  to  buy  the  loans  out  of 
the  pools  for  the  remaining  principal  balance  of  each  loan.   The 
loans  do  not  have  to  be  delinquent  before  they  can  be 
repurchased.   The  purpose  of  this  new  authority  is  to  assist 
homeowners,  whose  homes  have  been  directly  damaged  by  the 
earthquake  and  aftershocks,  avoid  becoming  delinquent  on  their 
loan  payments  which  can  lead  to  default  and  foreclosure. 

Issuers  must  request  written  permission  to  buy  such  loans 
out  of  existing  pools.   The  format  of  the  request  letter  is 
attached  with  this  memorandum.   The  request  must  be  submitted  to 
the  following  address: 

GNMA 

Vice  President  of  Mortgage -Backed  Securities 

Securities  Administration 

Earthquake  Buyout 

451  7th  St.,  S.W. 

Washington,  D.C.  20410 

The  request  letter  must  specify  that  the  loan(s)  was  damaged 

by  the  January  17,  1994  earthquake  or  one  of  its  aftershocks. 

The  authority  to  buyout  loans  will  expire  6  months  from  the  issue 
date  of  this  memorandum. 

GNMA  will  allow  the  buyout  loans  to  be  repooled  if  they  are 
modified  and  continue  to  be  insured  or  guaranteed  by  FHA  or  VA 
(refinanced  loans  are  not  restricted  as  to  pooling  since  a 
refinanced  loan  is  a  new  loan  and  must  only  meet  the  criteria  in 
the  GNMA  Guides  for  eligibility) .   For  purposes  of  computing  the 
eligible  age  of  a  loan,  the  loan  modification  date  must  not  be 
more  than  24  months  prior  to  the  issue  date  of  the  pool.   All 
other  loan  eligibility  requirements  in  the  GNMA  Guides  apply  as 
stated  in  the  Guides. 

If  an  issuer  has  any  question  regarding  the  issue  addressed 
by  this  memorandum  they  may  call  Ms.  Karen  Overmiller  at  (202) 
708-2234. 


Attachments 
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Government  National  Mortgage  Association 
Vice  President  Mortgage -Backed  Securities 
Securities  Administration 
Earthquake  Buyout 
451  7th  St.  S.W. 
Washington,  D.C.   20410 

Dear  Ms.  Overmiller: 

This  is  a  request  to  purchase  loans  from  GNMA  pools  where 
the  property  securing  the  loans  has  been  damaged  by  the  earth- 
quake, or  one  of  its  aftershocks,  which  occurred  January  17,  1994 
in  the  San  Fernando  Valley  region  of  California.   I  certify  that 
the  loans  on  the  enclosed  listing  have  been  damaged  by  the 
earthquake  and  in  order  to  provide  relief  to  the  homeowners  so 
that  they  may  continue  to  own  the  home,  it  is  necessary  to 
repurchase  the  loans  from  the  pools. 

I  have  enclosed  a  listing  of  the  FHA  or  VA  loans  which  are 
requested  to  be  repurchased. 

I  certify  that  I  have  not  knowingly  and  willfully  made  or 
used  a  document  or  writing  containing  any  false,  fictitious,  or 
fraudulent  statement  or  entry.   18  U.S.C.  1001  provides  that 
whoever  does  so  within  the  jurisdiction  of  any  department  or 
agency  of  the  United  States  shall  be  fined  not  more  than  $10,000 
or  imprisoned  for  not  more  than  five  years,  or  both. 

Yours  truly. 


Signed 

Title 

Date 

Enclosures 


H         £ 


160 


f-  Cil 

<  M  < 
Q  b.  O. 


a)  > 

Ji   0 

ffl   U 

&a 

x « 

•J 

U  u 

IB-H 

0) 

h 

01   IB 

w  a 

ITS 

a  m 

c 

re  jj 

O   3 

r-l     0 

tn±J 

C  £ 

-H   01 

S    3 

0  o 

M  a 

rH 

o  a 

«j  XJ 

4)  rH 

X  -H 

E--t 

til  W 


161 

Mr.  Lewis.  Okay.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  Mr.  Robinson.  We  thank  you  and  your  colleagues 
very  much  for  your  testimony  and  this  concludes  our  hearings  on 
Ginnie  Mae. 

Mr.  Robinson.  Thank  you. 

Mr.  Stokes.  Thank  you. 


Thursday,  April  28,  1994. 
OFFICE  OF  FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

WITNESSES 

ROBERTA  ACHTENBERG,  ASSISTANT  SECRETARY  FOR  FAIR  HOUSING 
AND  EQUAL  OPPORTUNITY 

PAUL  WILLIAMS,  DEPUTY  ASSISTANT  SECRETARY  FOR  OPERATIONS 
AND  MANAGEMENT 

THEODORE  R.  DAMELS,  DHtECTOR,  OFFICE  OF  MANAGEMENT  AND 
FEELD  COORDINATION 

JACQUELYN  J.  SHELTON,  DHIECTOR,  OFFICE  OF  FAHt  HOUSING  AS- 
SISTANCE AND  VOLUNTARY  PROGRAMS 

HARRY  L.  CAREY,  ASSISTANT  GENERAL  COUNSEL  FOR  FAHt  HOUSING 

BETSY  JULIAN,  DEPUTY  GENERAL  COUNSEL  FOR  CrVTL  RIGHTS  AND 
LITIGATION 

LINDA  S.  REDD,  DHIECTOR,  BUDGET  DIVISION 

HENRY  G.  CISNEROS,  SECRETARY,  OFFICE  OF  THE  SECRETARY 

TERRENCE  R  DUVERNAY,  DEPUTY  SECRETARY,  OFFICE  OF  THE  SEC- 
RETARY 

HERBERT  G.  PERSDL,  DEPARTMENTAL  BUDGET  OFFICER 

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

Mr.  Stokes.  Our  next  witnesses  will  be  from  the  Office  of  Fair 
Housing  and  Equal  Opportunity.  The  Assistant  Secretary  for  this 
Department  is  Roberta  Achtenberg. 

Ms.  Achtenberg,  do  you  have  some  colleagues  here  with  you  this 
morning  that  you  want  to  introduce? 

Ms.  Achtenberg.  I  do,  Mr.  Chairman.  Good  morning.  Good 
morning,  Congressman  Lewis.  Sitting  to  my  right  is  Ted  Daniels, 
who  is  the  Office  Director  for  my  Office  of  Management  and  Field 
Coordination.  Behind  him  is  our  Budget  Officer,  Linda  Reid. 

And  to  Linda's  left  is  Jackie  Shelton,  who  is  the  Director  of  our 
Fair  Housing  Initiatives  and  Voluntary  Compliance  Office.  She  is 
in  charge  of  our  Fair  Housing  Initiatives  Program.  To  the  extent 
that  your  questions  may  reflect  interest  or  concern  about  that  pro- 
gram, she  is  here  to  offer  additional  information. 

Mr.  Stokes.  We  are  pleased  to  have  all  of  you  with  us  this  morn- 
ing. Do  you  have  any  statement  before  we  go  into  your  questions? 

Ms.  Achtenberg.  I  am  happy  to  submit  my  statement  for  the 
record,  Mr.  Chairman.  In  the  summary,  let  me  merely  say  that  I 
believe  that  the  programs  and  augmented  sums  that  are  reflected 
in  the  budget  request  reflect  Secretary  Cisneros'  and  President  Bill 
Clinton's  commitment  to  the  issue  of  fair  housing. 

They  represent  a  significant  augmentation  of  our  programs  be- 
yond those  of  years  past.  They  represent,  as  well,  some  of  the  new 
initiatives  that  the  Secretary  spoke  of  on  Tuesday.  He  and  I,  along 
with  the  President  and  OMB,  believe  these  initiatives  are  required 
to  begin  making  a  dent,  if  you  will,  in  the  backlog  of  housing  and 

(163) 
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lending  discrimination  that  we  found  when  we  came  to  the  Depart- 
ment. 

And  if  there  is  one  overarching  theme  for  why  the  appropriations 
request  for  the  Office  of  Fair  Housing  and  Equal  Opportunity  is 
significantly  larger  than  last  year  or  in  year's  past,  it  would  be  that 
recognition  as  well  as  a  reflection  of  the  commitment  of  the  Sec- 
retary and  of  this  President  to  the  issue  of  fair  housing  and  fair 
lending. 

And  with  that,  I  am  happy  to  have  the  more  detailed  statement 
placed  into  the  record.  I  know  that  time  is  short  and  I  am  happy 
to  turn  myself,  then,  to  answering  the  committee's  questions. 

[The  information  follows:] 
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Statement  of 

Roberta  Achtenberg 

Assistant  Secretary  for  the 

Office  of  Fair  Housing  and  Equal  Opportunity 

Before  the  Subcommittee  on  VA,  HUD  and  Independent  Agencies 
on  the  House  Committee  on  Appropriations 
April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

It  is  a  pleasure  to  appear  before  you  today  to  discuss  the 
proposed  fiscal  year  1995  Budget  for  the  Office  of  Fair  Housing 
and  Equal  Opportunity  (FHEO) .   The  Department's  request  for  the 
Fair  Housing  Assistance  and  the  Fair  Housing  Initiatives  Programs 
is  $33.4  million,  which  is  consistent  with  the  Secretary's 
commitment  to  fair  housing  and  planned  efforts  to  implement  those 
enforcement  activities  authorized  under  the  Housing  and  Community 
Development  Act  of  1992.   The  1995  Budget  requests  $51.3  million 
to  fund  new  fair  housing  and  economic  development  initiatives. 
Of  this  amount,  $34  million  is  included  in  the  Department's 
request  for  Annual  Contributions  for  Assisted  Housing  and 
$17.3  million  is  included  in  the  salaries  and  expenses  request. 
The  salaries  and  expenses  request  for  FHEO  Headquarters  and  Field 
activities  is  $72.1  million. 

Fair  Housing  Assistance  Program  (FHAP) 

The  Department  is  requesting  $7.4  million  for  the  Fair 
Housing  Assistance  Program  in  fiscal  year  1995,  an  increase  of 
$2.9  million  above  the  1994  appropriation  of  $4.5  million.   The 
request  will  support  the  activities  of  85  certified  fair  housing 
enforcement  agencies.   The  increase  represents  an  adjustment  for 
inflation  and  the  anticipated  increase  in  the  number  of 
complaints  dual -filed  with  the  Department  and  the  State  and  local 
fair  housing  enforcement  agencies. 

Fair  Housing  Initiatives  Program  (FHIP) 

The  Department  is  requesting  $26  million  for  the  Fair 
Housing  Initiatives  Program  (FHIP)  in  fiscal  year  1995,  an 
increase  of  $5.5  million  above  the  1994  appropriation  of 
$20.5  million. 

The  requested  $26  million  will  be  distributed  as  follows 
among  the  initiatives:  $9  million  for  private  enforcement; 
$7  million  for  education  and  outreach;  $3  million  for 
administrative  enforcement;  and  $7  million  to  support  the 
continued  existence  of  fair  housing  organizations  and  the 
implementation  of  activities  designed  to  establish,  organize,  and 
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build  the  capacity  of  such  organizations  which  enforce  the  rights 
guaranteed  under  the  Act.   Additionally,  these  funds  will  be  used 
to  establish  more  organizations  in  unserved  or  underserved  areas 
pursuant  to  Section  905  of  the  Housing  and  Community  Development 
Act  of  1992  enforcement  activities. 

Fair  Housing  Enforcement  Activities 

The  number  of  complaints  filed  with  fair  housing  enforcement 
agencies  that  alleged  discriminatory  housing  practices  has 
continually  increased  each  year  for  the  past  4  years.   The 
expansion  of  existing  fair  housing  organizations  in  underserved 
areas  and  the  establishment  of  new  organizations  in  unserved 
areas  will  also  cause  the  number  of  complaints  to  increase. 

In  fiscal  year  1995,  the  Department  anticipates  to  process 
11,000  complaints,  an  increase  of  500  above  the  fiscal  year  1994 
level.   We  currently  have  59  State  and  local  agencies 
participating  in  the  FHAP  and  expect  this  number  to  increase  to 
65  by  September  30,  1994.   An  additional  20  agencies  are  expected 
to  receive  interim  certification  during  fiscal  year  1995,  which 
will  result  in  a  total  of  85  agencies  participating  in  the  FHAP 
by  the  end  of  fiscal  year  1995.   It  is  estimated  that  these 
agencies  will  process  about  45  percent  of  the  complaints. 

With  respect  to  mortgage  lending  discrimination,  the 
Department  and  Federal  Financial  Institutions  Examination  Council 
member  agencies  have  been  vigorously  sharing  information  and 
cooperating  in  investigative  activities.   A  Departmental  system 
is  now  in  place  to  provide  the  member  agencies  and  regulators 
with  monthly  status  reports  on  all  lending  discrimination 
complaints  received  and  processed  by  HUD  Field  Offices. 

New  Fair  Housing  and  Economic  Development  Initiatives 

The  1995  Budget  proposes  $51.3  million  for  several  new  fair 
housing  and  economic  development  initiatives  which  include: 

o   The  establishment  of  Economic  Opportunity  Centers  to 

implement  Section  3  of  the  Housing  and  Urban  Development 
Act  of  1968,  to  provide  direct  and  indirect  services 
necessary  to  link  public  housing  residents  and  other 
low- income  residents  in  the  surrounding  community  with 
jobs  generated  by  HUD-assisted  spending  projects.   The 
1995  Budget  proposes  $25  million  for  these  Centers  that 
would  be  funded  for  Annual  Contributions  for  Assisted 
Housing  and  that  amount  requires  enactment  of  authorizing 
legislation. 
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o  The  creation  of  special  FHEO  units  to  serve  as  focal 
points  for  issues  related  to  eliminating  discrimination 
in  mortgage  lending  and  property  insurance  redlining. 
The  Department  is  requesting  $2  million  within  the 
Salaries  and  Expenses  appropriation  to  staff  these 
special  units  and  hire  contractors  or  technical  experts 
to  manage  and  implement  the  mortgage  lending  and 
property  insurance  redlining  initiatives. 

o  A  demonstration  which  will  assist  the  Department  in 
developing  policies  to  affirmatively  further  fair 
housing.   Under  this  demonstration,  a  pilot  would  be 
established  in  three  locations  around  the  country  which 
would  deal  with  discrimination  in  assisted  housing 
programs.   Each  pilot  would  be  called  a  "Metropolitan 
Area-Wide  Assisted  Housing  Program"  and  would  be  operated 
by  a  non-profit  private  organization.   The  total  amount 
requested  for  1995  is  $24  million,  of  which  $9  million 
would  be  funded  from  Annual  Contributions  for  Assisted 
Housing.   The  balance  of  $15  million  would  be  funded  from 
the  Salaries  and  Expenses  account. 

o  A  request  of  $310  thousand  within  the  Salaries  and 

Expenses  Account  to  establish  and  manage  the  President's 
Fair  Housing  Council.   The  President  signed  Executive 
Order  12  892  on  January  17,  1994,  which  requires  Federal 
departments  and  agencies  to  coordinate  their  programs 
to  ensure  affirmatively  furthering  fair  housing. 

Staffing 

We  are  requesting  783  full-time  equivalents  (FTE) .  This 
includes  186  FTE  for  headquarters  staff  and  597  FTE  for  field 
staff. 

This  concludes  my  opening  statement.   I  want  to  take  this 
opportunity  to  thank  this  Committee  for  its  continued  support  of 
fair  housing  and  equal  opportunity  activities.   I  would  be 
pleased  to  address  any  questions  you  may  have. 
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GRANTS  FOR  ECONOMIC  CENTERS 


Mr.  Stokes.  Well,  I  appreciate  the  statement  you  have  just 
made.  This  was  a  very  troubling  area  of  the  Department's  budget 
for  me  this  past  year,  and  I  dare  say  for  the  Members  of  the  sub- 
committee. We  spent  a  great  deal  of  time  going  over  this  part  of 
the  budget  and  it  was  indeed  disappointing  in  terms  of  what  the 
Department  had  not  done. 

How  will  the  grants  for  economic  development  centers  be  coordi- 
nated with  other  economic  development  efforts  at  the  Department? 

Ms.  Achtenberg.  The  economic  development  centers  are  in- 
tended, first  of  all,  to  be  colocated  with  the  Family  Investment  Cen- 
ters that  are  the  province  of  the  Office  of  Public  and  Indian  Hous- 
ing so  that  we  might  more  effectively  bundle  our  resources,  if  you 
will,  so  that  the  residents  of  public  housing,  as  well  as  the  very 
low-income  residents  of  the  surrounding  neighborhoods  might  be 
better  served  by  HUD  programs. 

The  development  of  the  economic  development  center  concept  is 
part  of  the  technical  assistance  and  enforcement  effort  for  Section 
3  and  is  the  kind  of  effort  that  should  have  been  contemplated  and 
executed  by  the  Department  some  25  years  ago  when  Section  3  was 
first  put  into  place.  It  was  required  once  this  Congress,  in  1992 
through  amendments  of  the  Housing  and  Community  Development 
Act  of  1990,  saw  fit  to  make  more  muscular  the  requirements  of 
Section  3. 

It  is  these  kinds  of  efforts  that  should  have  been  the  result  of  a 
departmentwide  collaboration  but  heretofore  have  not  been  the  re- 
sult of  a  departmentwide  commitment.  We  developed  these  propos- 
als, Mr.  Chairman,  truly  as  a  departmentwide  collaboration.  We 
have  been  working  together,  not  only  FHEO,  who  has  the  lead  on 
Section  3,  but  with  Public  and  Indian  Housing,  with  CPD  whose 
programs  also  come  under  the  purview  of  Section  3,  and  the  Office 
of  Housing,  because  assisted  housing  development  programs  also 
have  a  Section  3  requirement  attached  to  them. 

We  have  had  extraordinary  assistance  from  the  Office  of  General 
Counsel,  and  all  of  that  working  together  has  produced  not  only  the 
technical  assistance  initiatives  that  we  have  begun  on  Section  3  in 
this  year  with  no  special  budgetary  commitment  to  them,  but  really 
resulted  in  the  proposal  for  35  economic  development  centers  in 
1995,  with  the  corresponding  budget  request. 

NUMBER  OF  GRANTS 

Mr.  Stokes.  Tell  us  how  many  grants  will  be  provided  by  the  $25 
million  and  how  these  funds  will  be  allocated? 

Ms.  Achtenberg.  I  think  the  economic  development  centers  are 
projected  to  cost  about  $500,000  per  center.  These  grants  will  be 
made  on  a  competitive  basis  and  as  I  say,  preference  will  be  given 
to  those  public  housing  authorities  that  seek  to  collocate  their  eco- 
nomic development  centers  with  family  investment  centers. 

These  efforts  will  most  logically  be  located,  typically  where  the 
public  housing  authority  is  the  recipient  of  HOPE  VI  funding,  al- 
though not  exclusively. 
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METROPOLITAN  AREA-WIDE  ASSISTED  HOUSING  PROGRAM 

Mr.  Stokes.  You  are  requesting  a  total  of  $24  million  for  the 
metropolitan  area-wide  assisted  housing  program.  Tell  us  how  this 
program  will  work. 

Ms.  Achtenberg.  The  metropolitan  area-wide  assisted  housing 
program  is  the  product  of  a  recommendation  made  to  HUD  by 
President  Clinton  through  his  Fair  Housing  Executive  Order  issued 
January  17th,  1994.  In  that  Executive  Order,  the  Secretary  is  re- 
quested by  the  President  to  create  something  called  the  President's 
Fair  Housing  Council  which  is  to  be  composed  of — it  sounds  like  it 
is  not  responsive  to  the  question,  but  in  fact  it  is,  Mr.  Chairman — 
to  create  the  President's  Fair  Housing  Council  which  is  to  be  com- 
posed of  other  Cabinet  officers  who  run  programs  that  produce 
housing  or  community  development. 

In  addition  to  creating  this  council,  the  council  is  admonished  to 
engage  in  pilot  projects  and  other  undertaking  to  seek  to  promote 
fair  housing  on  a  metropolitan  area-wide  basis.  This  pilot  project 
would  fund  three  metropolitan  areas  to  be  selected  on  a  competitive 
basis,  which  areas  would  be  composed  of  typically  a  central  city 
and  as  many  surrounding  jurisdictions  as  it  would  agree  to  cooper- 
ate with  the  central  city  to  get  together,  to  put  in  a  competitive  ap- 
plication for  this  housing  assistance. 

The  assistance  would  be  composed  of  a  planning  grant  to  each 
jurisdiction,  with  the  total  amount  for  planning  to  be  $4  million,  so 
it  would  be  a  third  of  $4  million  for  each  jurisdiction  to  plan  a  met- 
ropolitan area-wide  approach  to  promoting  fair  housing  choice. 

There  would  be  $9  million  for  public  housing  modernization 
funds  that  would  be  distributed  equally  to  each  of  the  three  se- 
lected metropolitan  area-wide  participants,  so  that  those  public 
housing  modernization  funding  could  be  used  to  significantly  up- 
grade the  central  city  public  housing  authority  above  and  beyond 
the  funds  that  would  otherwise  be  allocated  to  them  through  the 
public  housing  MOD  program. 

Additionally,  the  funds  that  the  request  represents  is  $9  million 
in  housing  counseling  money  to  be  divided  among  the  three  metro- 
politan area-wide  participants.  Housing  counseling  would  be  of  the 
mobility  counseling,  that  we  spoke  of  on  Tuesday,  and  would  also 
involve  landlord  recruitment  into  the  Section  8  program  so  that 
persons  who  receive  Section  8  certificates  would  have  a  wider  array 
of  housing  prospects  to  avail  themselves  of. 

And  the  third  party  nonprofit  providers  that  would  be  providing 
this  housing  counseling  would  also  be  seeking  to  do  a  better  job  on 
the  affirmative  marketing  side  and  trying  to  bring  together  not 
only  assisted  housing  resources,  but  low-income  housing  resources 
in  general  into  a  one-stop  shop,  if  you  will,  so  that  low-income  per- 
sons who  come  to  the  center  have  an  array  of  housing  options  pre- 
sented to  them.  I  think  the  limited  results  of  various  programs  will 
lead  to  the  exercise  of  freer  and  fairer  housing  choice  on  the  part 
of  low-income  people  in  general  and  racial  minorities  in  particular. 

unobligated  funds 

Mr.  Stokes.  Ms.  Achtenberg,  there  are  a  total  of  $14.2  million 
of  funding  remaining  unobligated  at  the  end  of  1993.  This  is  an  in- 
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crease  of  about  $2.0  million  above  last  year's  estimated  unobligated 
balance  at  the  end  of  1993,  which  was  about  $12.2  million.  There 
have  been  similar  occurrences  in  the  past. 

Last  year,  this  was  one  specific  area  that  we  had  a  great  deal 
of  discussion  about.  We  really  thought  that  HUD  was  going  to  im- 
prove its  record  in  this  respect.  What  is  HUD  doing  now  to  improve 
its  record  for  obligating  fair  housing  costs? 

Ms.  Achtenberg.  I  am  pleased  to  explain  what  we  have  done, 
and  I  think  that  you  will  see  more  than  significant  improvement 
in  this  regard.  We  took  very,  very  seriously  the  concerns  expressed 
by  this  committee  last  year  at  the  hearing,  and  essentially  the  obli- 
gation to  do  better,  has  spurred  us  to  have  our  Fair  Housing  Initia- 
tives Program  analyzed  and  restructured  from  top  to  bottom. 

We,  under  the  auspices  of  the  Department,  retained  the  firm  of 
Price  Waterhouse  to  look  at  the  Fair  Housing  Initiatives  Program 
to  begin  a  process,  a  six-  or  seven-month  process,  of  what  they  call 
Business  Process  Reengineering  which  is  a  fancy  name  for  making 
sure  that  everything  we  do  in  fact  has  to  be  done,  and  if  it  doesn't 
and  if  it  can  be  done  with  fewer  steps  in  a  shorter  amount  of  time 
with  better  systems,  with  higher  trained  personnel,  to  extract  effi- 
ciencies and  the  like,  then  we  would  alter  our  procedures  accord- 
ingly. 

The  upshot  of  that  process,  Mr.  Chairman,  I  am  pleased  to  say, 
has  been  that  all  of  our  Notices  of  Funding  Availability  (NOFAs) 
have  gotten  out  on  time.  The  selection  panels  for  the  FHIP  grant 
just  completed  their  work  and  selections  were  made  on  time  and 
for  the  requisite  amounts. 

The  BPR  folks  were  able  to  reduce  our  processing  time.  We  saved 
nine  weeks  as  the  result  of  the  recommendations  made.  When  the 
process  is  finally  complete  at  the  end  of  May,  they  project  that  we 
will  have  saved  an  entire  staff-year.  The  entire  process  has  not 
only  been  speeded  up,  but  it  has  become  more  consistent  and  of 
higher  quality.  And  even  with  the  carryover  of  funds  from  last  year 
to  this  year,  which  was  significant  as  the  Chairman  points  out,  we 
are  completely  on  schedule  to  have  all  of  those  funds  as  well  as  this 
year's  funds  obligated  to  very  high  quality  programs  by  September 
30th. 

Ted,  is  there  anything  about  that  that  you  would  like  to  add,  be- 
cause we  have  been  monitoring — the  FHIP  is  one  of  the  jewels  in 
the  crown  of  our  programs.  It  is  exceedingly  important  because  it 
provides  support  to  the  nonprofit  fair  housing  enforcement  groups 
around  the  country  that  they  can  get  from  no  other  source  besides 
the  Department  of  Housing  and  Urban  Development. 

Their  effective  support  and  good  work  is  crucial  to  any  meaning- 
ful fair  housing  enforcement  programs,  so  they  are  very,  very  im- 
portant for  a  whole  host  of  the  reasons.  Therefore,  we  took  the 
problems  that  my  Office  has  traditionally  had — seeing  to  it  that  the 
funding  gets  out  and  on  time — we  took  those  problems  very  seri- 
ously. 

Ted. 

Mr.  Daniels.  In  addition,  we  have  now  dedicated  staff  to  work 
on  FHIP  exclusively  as  well  as  provide  additional  staff  for  that 
unit.  We  think  we  are  set  to  move  forward  to  take  care  of  the  back- 
log as  well  as  any  future  funding  of  the  program. 
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Ms.  Achtenberg.  I  should  have  said  we  created  a  separate  office 
for  FHIP  alone  so  that  the  staff  could  devote  100  percent  of  their 
effort  to  seeing  to  it  that  this  program  succeeded. 

Mr.  Lewis.  It  doesn't  need  to  be  said,  but  probably  the  Chairman 
will  have  very  specific  questions  about  this  next  year,  if  the  ac- 
counts outstanding  happen  to  go  up  again. 

Ms.  Achtenberg.  Yes.  As  he  would  have  every  right  to.  I  believe 
we  are  going  to  have  that  taken  care  of,  Mr.  Chairman. 

UNEXPENDED  BALANCES 

Mr.  Stokes.  I  appreciate  the  progress  and  improvement  that  has 
been  made  in  terms  of  obligating  these  funds.  However,  there  is  a 
corresponding  problem  where  you  have  the  obligated,  but  still  un- 
expended, balance  at  the  end  of  the  year  which  continues  to  in- 
crease. 

For  instance,  there  was  $13  million  obligated  but  unexpended  at 
the  end  of  1993.  And  then  you  estimate  $39.8  million  at  the  end 
of  1994  and  $51.2  million  at  the  end  of  1995. 

And  of  course — keeping  with  what  you  have  just  stated — your  in- 
tent is  to  obligate  these  funds.  At  the  same  time,  we  are  talking 
about  obligating  funds  not  being  expended.  So  I  guess  that  is  an- 
other concern  that  we  have  regarding  these  increasingly  larger  ob- 
ligated but  still  expended  balances. 

Could  you  explain  that  to  us? 

Mr.  Daniels.  We  have  situations,  too,  where  the  projects  that 
the  grantees  are  receiving  funds,  take  a  longer  period  of  time  for 
them  to  get  the  work  done,  so  they  don't  draw  down  until  those 
projects  are  completed;  that  would  be  one  reason  why  the  outlays 
are  lower. 

Since  we  are  going  to  have  a  large  sum  obligated  in  1994,  the 
1993  funds  will  be  obligated  in  1994.  The  1994  funds  will  be  obli- 
gated in  1994.  You  are  going  to  have  a  large  sum  to  appear  as  you 
mentioned  there.  We  expect  that  with  the  technical  assistance  we 
are  going  to  provide  the  fair  housing  organizations,  the  spend-out 
rate  will  increase  in  1995. 

Ms.  Achtenberg.  Mr.  Chairman,  I  have  the  Director  of  the  Of- 
fice of  FHIP  here  who  has  additional  information  that  she  would 
like  to  offer.  But  let  me  also  say  that  it  has  taken  some  significant 
time  and  effort  to  turn  this  process  around.  We  believe  that  we 
have  done  so  and  I  believe  that  you  will  see  significant  improve- 
ment over  the  next  12  months  and  then  over  the  next  18  months. 

We  have  sought  to  make  larger  grant  awards  so  that  the  organi- 
zations funded  would  be  more  effectively  sustained  through  the  use 
of  our  FHIP  money,  for  example.  And  as  Ted  pointed  out,  the  Sec- 
retary has  allowed  us  to  invest  in  significant  sums  in  providing 
pre-application  technical  assistance  for  those  that  are  new  to  the 
fair  housing  enforcement  field,  as  well  as  ongoing  technical  assist- 
ance for  HUD  grantees,  so  they  might  better  expend  their  funds 
and  comply  with  the  somewhat  sophisticated  reporting  rules  that 
we  require  of  them. 

We  are  dealing  with  a  fledgling  industry  for  the  most  part,  which 
the  Congress  recognized  would  be  the  case  when  you  added  a  cat- 
egory for  funding  new  and  sort  of  start-up  fair  housing  enforcement 
organizations.  This  has  not  been  a  well  supported  industry  either 
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by  the  private  sector  or  individual  donations,  and  without  FHIP 
support,  I  fear  it  would  languish  and  ultimately  die.  They  are  a 
very  important  partner  to  us  in  the  fair  housing  enforcement  effort. 

Jackie,  were  there  things  about  the  ability  to  expend  the  funds 
more  rapidly  that  you  might  offer? 

Ms.  Shelton.  What  I  want  to  add  to  that  is  part  of  the  Business 
Process  Reengineering  effort.  We  are  also  going  to  allow  recipients 
to  draw  down  the  funds  earlier  in  the  process  to  assist  them  with 
start-up  of  the  projects  and  also  to  keep  the  project  going  for  a 
longer  period  of  time.  We  expect  that  they  will  be  able  to  draw 
down  a  significant  portion  of  the  funds  almost  at  the  very  begin- 
ning of  project  itself,  so  that  will  get  the  money  out  to  them 
quicker. 

It  will  take  away  the  responsibility  of  drawing  down  more  fre- 
quently, and  we  are  getting  clearance  on  that  from  the  Inspector 
General's  Office  to  ensure  that  it  is  sufficiently  covered  by  manage- 
ment controls  and  won't  create  material  weaknesses  in  the  pro- 
gram. 

Mr.  Stokes.  So  that  part  of  this  whole  situation  is  the  way  these 
programs  are  designed — over  a  number  of  years — and  you  have  had 
a  slower  spending  on  the  outlays. 

Ms.  Shelton.  Right. 

Ms.  Achtenberg.  The  issue,  Mr.  Chairman,  in  cooperation  with 
the  Inspector  General  is  actually  worthy  of  note.  One  of  the  things 
that  we  found  in  the  processes  that  formerly  governed  the  program 
was  that  they  had  built  in  double  and  triple  redundancies  into  the 
program  way  beyond  anything  that  would  rationally  be  required. 

I  think,  to  some  extent,  in  response  to  some  of  the  problems  that 
HUD  has  historically  had  with  its  grant  programs  one  of  the  things 
that  we  sought  to  do  with  the  new  process  reengineering  essen- 
tially was  to  work  not  only  with  our  contract  people  but  with  the 
Inspector  General  up  front  to  redesign  the  system  so  that  we  knew 
that  they  had  financial  integrity  but  didn't  require  our  people  to  go 
through  three,  four,  and  five  steps  on  an  irrational  basis  when  one 
or  two  steps  would  actually  both  guarantee  the  integrity  of  the 
Federal  funds  and  get  the  job  done  more  quickly. 

Mr.  Daniels.  In  addition,  Mr.  Chairman,  you  may  note  that  our 
estimate  for  1994  in  respect  to  outlays  was  around  $7  million,  but 
in  1995,  we  push  it  up  to  $17  million,  so  it  shows  the  things  we 
are  putting  in  place,  the  technical  assistance,  the  business 
reengineering  as  well  as  additional  staff,  will  cause  outlays  to  in- 
crease in  1995. 

Mr.  Stokes.  I  must  say  I  am  pleased  to  see  the  change  in  com- 
mitments made  here  and  the  improvements  in  the  scenarios  and 
credit.  Secretary  Cisneros  did  make  that  commitment  to  us  last 
year,  that  we  would  see  significant  change  in  this  area.  Because, 
after  all,  Congress  went  to  a  great  deal  of  trouble  to  try  and  ascer- 
tain what  the  problems  were  in  this  area,  and  there  was  significant 
legislation  here  in  Congress  that  was  supported  on  both  sides  of 
the  aisle.  Congress  was  very  serious  about  wanting  to  see  fair 
housing  implemented,  and  so  that  is  where  our  concern  has  been 
focused.  I  am  pleased  to  see  we  are  making  process. 

Mr.  Lewis.  Mr.  Chairman,  if  I  could  interpose. 

Mr.  Stokes.  I  was  going  to  yield  to  you  at  this  point. 
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Mr.  Lewis.  I  would  suggest,  Ms.  Achtenberg,  in  this  subject  area, 
as  the  Chairman  has  indicated,  we  will  watch  closely  the  unobli- 
gated balances.  But  from  there,  I  would  think  you  could  develop  for 
us  formulae  that  demonstrated  that  actual  expenditure  had  in- 
creased by  x  percentage.  It  is  a  problem  across  the  Agency  and  it 
has  been  there  for  some  time. 

I  can  tell  you  this  in  areas  of  the  country  where  you  have  serious 
economic  problems — the  more  we  do  to  move  those  dollars  out  of 
the  pipelines,  the  more  we  can  help  everybody  and  that  is  part  of 
our  concern  as  well. 

Ms.  Achtenberg.  Sure,  I  understand.  We  can  produce  just  such 
a  chart  and  apprise  the  committee.  We  don't  have  to  wait  a  year 
to  do  it  either.  And  we  intend  not  to. 

[The  information  follows:] 

Outlays  for  FHIP 

The  following  table  indicates  the  total  amounts  available  for  obligation  for  fiscal 
years  1992-1995.  The  table  also  illustrates  the  increasing  amounts  of  FHIP  outlays 
in  succeeding  fiscal  years. 

[Dollars  in  millions] 

»™$r  jas*  «--*   *«*    S{t 

1992  $8.0  $5.8             $13.8  $4.6                   2 

1993  10.6  7.9               18.5  5.3                 15 

1994 20.5  10.6  31.1  '7.7                 45 

1995 26.0  .  .  .  . 26.0  ■  17.0 m 

1  Estimate. 

ADVERTISING  BY  CHURCH-AFFILIATED  INSTITUTIONS 

Mr.  Lewis.  Recently,  HUD  regulations  on  discrimination  in  hous- 
ing led  U.S.  West  to  reject  paid  advertising  by  a  church-affiliated 
nursing  home  unless  a  shepherd's  cross  was  removed  from  the  ad- 
vertising copy. 

I  understand  further  that  a  Catholic  nursing  home  was  asked  to 
remove  the  phrase,  "all  faiths  welcomed  without  preference"  from 
its  ad.  If  these  allegations  regarding  the  two  Minnesota  nursing 
homes  are  accurate,  they  leave  me  somewhat  scratching  my  head. 

Are  you  intending  to  implement  a  national  policy  that  precludes 
religious  references  and  symbols  in  housing  advertising  in  Yellow 
Pages? 

Ms.  Achtenberg.  No,  Mr.  Lewis,  there  is  no  policy  to  seek  to 
have  people  remove  religious  symbols  from  their  advertising.  In 
fact,  there  has  been  no  change  in  policy  on  the  part  of  the  Depart- 
ment since  1972  when  the  original  regulations  dealing  with  adver- 
tising policy  and  the  use  of  religious  symbols  were  first  promul- 
gated. They  have  been  consistently  adhered  to  by  the  Department, 
including  during  my  tenure. 

Regarding  the  U.S.  West  issue  that  you  raised,  we  entered  into 
an  agreement  with  U.S.  West  that  they  would  reexamine  their  ad- 
vertising policies  and  the  agreement  rested  on  a  situation  that  was 
completely  unrelated  to  religion.  It  had  to  do  with  the  fact  that 
they  allowed  advertising  to  run  that  indicated  a  preference  for 
adults  only  or  no  children  allowed,  which  is  clearly  unlawful  under 
the  Fair  Housing  Act. 
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Part  of  the  agreement  was  that  they  would  reassess  their  adver- 
tising obligations  and  communicate  with  their  advertisers  what 
they  believed  would  comply  with  the  Fair  Housing  Act  or  would 
not.  We  gave  them  no  direction  whatsoever  with  regard  to  urging 
their  advertisers  to  remove  religious  symbols.  Moreover,  what  is 
typically  allowed  and  recommended  is  when  religious  symbols  are 
used,  it  does  need  to  be  accompanied  with  some  kind  of  a  state- 
ment that  indicates  that  the  advertiser  is  nonetheless  an  equal  op- 
portunity "houser." 

For  example,  the  Department  has  endorsed  on  many  occasions 
the  admonition  that  all  faiths  are  welcome  or  the  kind  of  phrase 
that  you  referred  to.  If  it  was  asked  to  be  removed,  sir,  at  the  initi- 
ation of  the  Department  of  Housing  and  Urban  Development,  and 
according  to  our  own  guidelines,  would  have  been  an  error. 

Mr.  Lewis.  So  that  participation  was 

Ms.  Achtenberg.  Was  exceedingly  overzealous  and  not  at  our  di- 
rection. 

Mr.  Lewis.  Let  me  include  this  for  the  record  and  follow  up  on 
that. 

[The  information  is  included  immediately  following  the  transcript 
material.] 

ADVERTISING  GUIDELINES 

Mr.  Lewis.  It  is  a  response  from  the  Secretary  to  the  letter  from 
Members  who  were  concerned  about  what  appeared  to  be  overzeal- 
ous action  by  the  Department.  As  stated  in  your  letter,  you  under- 
stand that  the  intent  of  the  Fair  Housing  Act  is  to  prevent  dis- 
crimination in  the  sale  and  rental  of  housing.  We  all  agree  with 
that. 

The  Act  also  prohibits  individuals  or  those  who  engage  in  the 
sale  or  rental  of  housing  from  making,  printing,  or  publishing  any 
statements,  notices,  or  advertisements  that  indicate  a  preference 
limitation  or  discrimination  based  on  race,  color,  sex,  religion,  na- 
tional origin,  familial  status,  or  handicap. 

Advertising  guidelines  issued  by  this  department  in  1972  state 
that  use  of  certain  words  or  symbols  with  religious  connotations 
could  indicate  to  a  reasonable  reader  a  direct  or  indirect  discrimi- 
natory preference  or  limitation  in  violation  of  the  Act.  In  some  in- 
stances, advertisers  are  permitted  the  use  of  such  words  or  symbols 
combined  with  language  such  as,  "All  faiths  welcome  without  pref- 
erence." Other  advertisers  may  take  a  more  restrictive  approach. 

This  Department  is  and  has  been  committed  to  principles  of  non- 
discrimination based  on  religious  belief  consistent  with  the  First 
Amendment  of  the  United  States. 

Now,  you  can  interpret  even  that  statement  in  many  ways,  but 
I  gather  what  you  are  suggesting  is  that  it  is  not  the  intention  of 
the  Department  nor  do  the  regulations  suggest  that  one  would 
have  to  remove  symbols  or  indeed  language  that  would  suggest  all 
faiths  without  preference  would  be  appropriate  and  the  reaction  of 
the  people  in  this  instance  was  overly  zealous. 

Ms.  Achtenberg.  I  would  concur  with  all  of  the  three  points  that 
you  made. 

Mr.  Lewis.  The  reason  I  was  worried  about  this  was  because  one 
of  the  areas  of  my  district,  Loma  Linda  University,  happens  to  be 
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a  Seventh  Day  Adventist  community,  and  I  could  see  a  phrase  that 
says  all  faiths  without  preference  would  be  helpful  just  in  reverse. 
I  do  appreciate  that  response,  and  it  is  very  helpful  for  the 
record. 

WITHHOLDING  FEDERAL  ASSISTANCE 

I  wonder,  it  is  my  understanding  that  you  may  issue  regulations 
that  further  would  allow  HUD  field  offices  to  withhold  Federal  as- 
sistance from  localities  and  States  which  fail  to  remove  discrimina- 
tory barriers  to  housing.  Under  such  regulations,  local  governments 
which  receive  HUD  assistance  would  be  affected. 

How  do  you  plan  to  determine  whether  a  particular  community 
has  failed  to  make  a  serious  effort  to  reverse  an  existing  pattern 
of  housing  discrimination? 

FAIR  HOUSING  PLANNING  IN  CDBG  PROGRAMS 

Ms.  Achtenberg.  Congressman,  I  believe  that  the  question  is  re- 
ferring to  the  intention  of  the  Department  to  promulgate  a  regula- 
tion that  would  require  fair  housing  planning  on  the  part  of  juris- 
dictions that  receive  CDBG  money,  HOME,  and  the  like. 

Mr.  Lewis.  Correct. 

Ms.  Achtenberg.  The  authority  to  require  fair  housing  planning 
emanates  from  the  Secretary's  responsibility  to  see  to  it  that  the 
programs  of  the  Department  are  used  to  affirmatively  further  fair 
housing.  That  is  contained  in  Title  VIII  of  the  Civil  Rights  Act  of 
1968  as  amended  in  1988.  The  affirmatively  furthering  obligation 
was  added  in  1983,  to  the  Community  Development  Block  Grant 
Program. 

Authorizing  legislation  itself  was  amended  to  include  a  very  spe- 
cific affirmatively  furthering  requirement  in  the  CDBG  program  it- 
self, meaning  that  those  recipients  of  CDBG  funds  were  required 
to  use  those  nmds  to  affirmatively  further  fair  housing. 

Affirmatively  furthering  means  going  beyond  mere  anti-discrimi- 
nation to  try  to  use  their  resources  and  services  to  promote  free 
and  fair  housing  choice. 

Typically,  what  the  Department  had  allowed  up  until  1988  was 
jurisdictions  to  certify  that  they  were  using  HUD  funds  to  affirma- 
tively further  fair  housing  without  making  any  showing  beyond 
that.  In  1988,  the  Department  promulgated  a  regulation  that  sug- 
gested that,  on  a  voluntary  basis,  the  jurisdictions  could,  in  order 
to  discharge  their  affirmatively  furthering  obligation,  do  something 
called  an  analysis  of  impediments  to  fair  housing,  meaning  take  a 
look  at  your  jurisdiction  and  assess  what  kinds  of  problems  existed 
in  your  jurisdiction  that  imposed  impediments  to  fair  housing  and 
then  prescribe  yourself  a  series  of  steps  that  you  and  the  jurisdic- 
tion were  willing  to  take  to  address  those  problems. 

More  than  100  jurisdictions  did  an  analysis  of  impediments  or 
have  done  analysis  of  impediments  since  that  option  was  made 
available  to  jurisdictions  in  1988,  and  in  some  very  in-depth  and 
astute  studies  have  been  done  by  jurisdictions  under  that  1988 
guidance. 

The  Secretary  was  further  urged  through  the  President's  Fair 
Housing  Executive  Order  that  I  referred  to  earlier,  to  give  some 
meaning  to  the  affirmatively  furthering  obligation  for  HUD  within 
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HUD  programs,  before  he  went  to  the  other  agencies  that  are  part 
of  the  Fair  Housing  Council  who  also,  if  they  are  housing  or  com- 
munity development  agencies,  have  an  affirmatively  furthering  ob- 
ligation. 

The  Executive  order  says,  Mr.  Secretary,  clean  up  your  own 
house  first  before  you  go  and  tell  the  other  agencies  what  they  are 
supposed  to  do  to  affirmatively  further  fair  housing. 

To  that  end,  and  given  that  a  number  of  jurisdictions  have  been 
found  liable  along  with  HUD  by  Federal  Courts  for  having  failed 
to  take  the  affirmatively  furthering  obligation  seriously,  and  given 
the  extra  admonition  of  the  President  through  his  Executive  Order, 
we  will  be  proposing  a  fair  housing  planning  requirement  that  ju- 
risdictions do  an  analysis  of  impediments. 

Assistant  Secretary  Cuomo,  I  am  sure,  will  speak  further  of  this 
in  his  remarks  to  the  committee.  But  it  is  in  the  same  vein  as  the 
consolidated  planning  effort  itself.  It  admonishes  the  local  jurisdic- 
tion to  do  a  local  plan,  a  local  analysis  of  impediments  such  as 
what  is  wrong  with  your  jurisdiction,  what  kinds  of  problems  are 
you  having,  and  prescribes  a  local  solution,  what  systems  you  in- 
tend to  take  to  remove  those  impediments. 

The  regulation  is  in  development  and,  therefore,  under  the  HUD 
Reform  Act,  there  are  things  about  the  particulars  about  it  I  may 
not  refer  to.  But  I  can  assure  the  committee  that  it  looks  very 
much  like  our  1988  regulation  in  terms  of  ethos  and  purpose  and 
that  it  does  not  contemplate  onerous  burdens  or  huge  reporting  re- 
quirements. In  fact,  there  would  be  no  up-front  submission  of  the 
plan,  meaning  it  is  not  to  be  submitted  to  HUD  in  advance  of  fund- 
ing of  the  CDBG.  We  don't  contemplate  the  annual  reporting  to  the 
field  office.  That  seems  to  be  the  thrust  of  your  question. 

There  will  be  a  post-performance  report  that  the  jurisdiction  is- 
sues to  the  CPD  office  when  it  expends  the  CDBG  funds  that  will 
also  include  a  part  about  what  their  analysis  yielded  and  what 
steps  they  took  to  address  the  various  impediments. 

Mr.  Lewis.  You  indicated  some  100  jurisdictions  had  responded 
in  the  fashion  that  you  had  hoped  to  see  multiplied  across  the 
country. 

Ms.  Achtenberg.  That  is  right. 

Mr.  Lewis.  There  are  many  more  jurisdictions  than  100.  There 
must  be  thousands,  perhaps;  is  that  right? 

Ms.  Achtenberg.  I  believe  there  are  900. 

Mr.  Lewis.  I  am  thinking  about  a  CDBG  grant  that  went  to  a 
small  organization  for  battered  women,  for  example. 

Ms.  Achtenberg.  Yes,  but  it  is  the  jurisdiction.  Either  the  city 
or  county  or,  in  this  case  of  the  States,  as  recipients  of  CDBG  funds 
it  would  be  the  State.  The  components,  obviously,  would  differ  for 
the  State  as  compared  to  a  local  jurisdiction.  It  is  designed  to  be 
doable.  And  the  other  thing  I  would  point  out  is  that,  obviously, 
this  will  be  published  as  proposed  regulation. 

We  will  be  doing  six  technical  assistance  meetings  throughout 
the  Nation  where  we  will  be  seeking  additional  input  and  the  like, 
and  it  will  be  a  proposed  regulation,  so  everyone  will  be  free  for 
comment  on  it.  Again,  it  is  not  an  extraordinary  departure  from  the 
efforts  of  the  Department  made  in  1988,  but  the  one  thing  it  does 
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do  differently,  it  requires  it  of  a  jurisdiction  rather  than  merely  al- 
lowing it  to  be  optional. 

Mr.  Lewis.  I  can  certainly  see  an  exercise  or  effort  that  would 
suggest  that  we  need  this  appropriate  reporting.  We  need  to  know 
that  these  funds  are  going  to  meet  the  needs  of  people  who  require 
housing.  I  would  be  concerned  about  using  the  stick  before  the  fact, 
overtly  and  automatically.  If  someone  was  not  responsive  or  an  or- 
ganization did  not  respond  by  way  of  giving  reports,  et  cetera,  fu- 
ture fund  withholding  would  be  another  question. 

I  am  concerned  about  withholding  funds  having  an  impact  of  es- 
sentially making  moneys  not  available  and  thereby  cutting  off 
housing  to  people  who  need  it  in  a  local  jurisdiction. 

REGULATIONS  REGARDING  PROGRAM  PERFORMANCE 

Ms.  Achtenberg.  I  agree  with  your  concerns,  Congressman.  One 
of  the  reasons  why  this  is  not  an  up-front  submission  and  is  not 
looked  at  sort  of  in  anticipation  of  what  may  or  may  not  be  done 
is  precisely  for  the  reasons  that  you  described.  It  has  always  been 
the  province  of  the  Secretary.  We  have  extensive  regulations  that 
spell  out  the  basis  upon  which  the  Secretary  can  condition  CDBG 
funds  for  unlawful  conduct  or  lack  of  performance  on  the  part  of 
a  recipient  jurisdiction. 

In  the  history  of  the  Department,  that  kind  of  recourse  has  been 
taken  sparingly  as  I  think  I  would  concur  with  you  is  appropriate, 
meaning  that  the  purpose  is  not  to  cut  off  funding.  The  purpose  is 
to  encourage  jurisdictions  to  begin  taking  fair  housing  issues  into 
account  when  they  make  their  housing  plans  for  the  jurisdiction. 
And  that  is  why  the  issue  is  post-performance  related  to  the  follow- 
ing year's  possible  allocation.  And  every  step  the  Secretary  is  inter- 
ested in  taking  is  a  step  that  would  encourage  jurisdictions  to  do 
better  using  the  carrot  rather  than  the  stick  as  the  preferred  ap- 
proach. 

LOCAL  GOVERNMENT  PREROGATIVES 

I  was  just  curious  as  to  whether  this  wasn't  some  third-level  per- 
son's idea  as  to  how  you  better  implement  the  Secretary's  wishes 
to  maintain  total  control  or  not.  And  I  gather  from  your  response, 
that  is  not  your  intention,  then? 

Ms.  Achtenberg.  It  is  not.  And,  in  fact,  I  think  you  will  rarely 
find  a  more  able  defender  than  Secretary  Cisneros  of  the  preroga- 
tive of  the  cities  or  local  jurisdictions.  Having  been  a  local  govern- 
ment official  myself,  I  can  assure  you  that  we  want  to  offer  the 
most  extensive  leeway  that  we  can  to  jurisdictions  while,  nonethe- 
less, encouraging  them  to  take  fair  housing  seriously  which  many 
jurisdictions  up  until  now,  including  my  own,  have  not. 

Mr.  Lewis.  Let  me  be  a  little  more  specific.  I  can  think  of  a  local 
jurisdiction  that  involves  a  county  and  a  very  unique  effort,  to  deal 
with  problems  of  battered  wives  and  their  children.  There  was  a 
disagreement  between  the  director  of  that  smaller  program  and  the 
county  supervisor  who  happened  to  be  in  the  region. 

Is  it  conceivable  that  you  can  find  a  county  or  a  larger  govern- 
mental jurisdiction  not  responding  in  a  fashion  and  thereby  affect- 
ing future  funding  for  that  smaller  agency  independent  of  the  coun- 
ty itself? 
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In  other  words  if  the  jurisdiction  is  the  county  and  they  are  ex- 
pected to  respond,  but  they  disagree  with  that  specific 
subjurisdiction — how  would  you  proceed? 

Ms.  Achtenberg.  Yes.  The  plan  does  not  contemplate  that  a  ju- 
risdiction would  be  punished  for  actions  over  which  it  has  no  con- 
trol. I  will  give  you  another  example.  One  of  the  issues  we  cite  in 
the  jurisdiction  is  if  there  is  a  real  estate  practice  that  is  pervasive 
in  your  jurisdiction  that  you  identify  when  you  do  your  analysis  of 
impediments,  we  expect  you  to  take  some  kind  of  appropriate  ac- 
tion to  deal  with  that  impediment. 

Now,  clearly  the  real  estate  industry  is  not  under  the  jurisdiction 
of  the  county  government.  What  is  it  you  could  reasonably  expect 
the  county  government  to  do  about  a  particularly  offensive  real  es- 
tate practice? 

The  kind  of  action  we  would  expect  to  be  taken  in  a  situation  re- 
garding one  of  the  impediments  that  the  local  jurisdiction  identified 
would  be  perhaps  the  mayor  would  choose  or  the  county  council 
would  choose  to  have  an  informal  meeting  with  the  Board  of  Real- 
tors to  talk  to  them  about  how  they  might  effectively  be  more  re- 
spectful or  responsive  to  the  Fair  Housing  Act,  for  example. 

So  again,  I  use  that  as  an  example  to  say  the  kinds  of  steps  that 
the  jurisdiction  takes  are  appropriate  to  whether  or  not  it  has  legal 
authority  over  the  offending  conduct  which,  by  the  way,  has  to  be 
conduct  that  they  identify.  We  don't  identify  the  impediments  for 
the  local  jurisdiction.  Nor  do  we  necessarily  prescribe  the  steps 
that  are  to  be  taken. 

We  do  give  extensive  technical  assistance.  We  will  suggest  the 
kinds  of  things  that  they  might  consider  doing  like  funding  a  non- 
profit fair  housing  enforcement  organization  where  they  have  iden- 
tified numerous  and  flagrant  violations  of  the  fair  housing  law  as 
an  impediment  to  fair  housing,  but  again,  the  punishment  I  think 
should  fit  the  crime.  Therefore,  in  the  hypothesis  that  you  offer,  I 
don't  see  how  we  could  hold  the  county  responsible  for  something 
over  which  it  had  no  jurisdiction. 

Mr.  Lewis.  We  may  have  to  discuss  this  privately,  for  my  concern 
was  about  the  smaller  organization  not,  about  the  county. 

Ms.  Achtenberg.  And  they  would  be  being  cut  off  at  HUD's  be- 
hest? 

Mr.  Lewis.  Because  of  a  lack  of  meeting  the  regulation  require- 
ment on  the  part  of  the  county  and  the  county  excluding  that  orga- 
nization from  their  effort  to  comply  with  the  regulation. 

Ms.  Achtenberg.  Well,  certainly  everyone  has  to  observe  the 
fair  housing  laws  but,  again,  in  the  hypothesis  you  offer,  it  is  un- 
clear to  me.  It  is  a  situation  where  the  organization  would  be  of- 
fending the  fair  housing  laws. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman.  I  will  follow  through. 

FHEO  STAFFING 

Mr.  Stokes.  Ms.  Achtenberg,  let  me  come  back  to  a  question  or 
two  regarding  staffing. 

Your  Department  is  proposing  an  increase  in  staffing  for  the  Fair 
Housing  and  Equal  Opportunity  Program  from  729  FTE  in  1993  to 
783  in  1995,  an  increase  of  54.  The  largest  increase  over  a  two-year 
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period  is  in  the  Office  of  Investigations  where  you  go  from  32  in 
1993  to  62  in  1995. 

Does  the  Department  anticipate  any  problem  in  hiring  additional 
staff  for  the  Office  of  Investigations? 

Ms.  Achtenberg.  Any  problem  in  hiring  additional  staff?  We  are 
in  the  process  of  hiring  additional  staff  even  under  the  1994  alloca- 
tion. The  Secretary  has  realigned  funds  inside  the  Department  so 
that  the  fair  housing  effort  could  be  more  effectively  augmented, 
and  I  believe  he  wrote  a  letter  to  the  committee  to  that  effect  relat- 
ed to  the  commitment  that  he  made  to  you,  Mr.  Chairman,  last 
year  at  this  time,  that  he  intended  to  increase  the  capability  of  this 
office. 

So  while  the  Department's  FTE  are  diminishing  consistent  with 
the  President's  Executive  Order  nonetheless,  our  office  staff  has 
been  augmented  consistent  with  the  Secretary's  commitment  to 
this  Committee. 

AVAILABILITY  OF  SKILLS 

Mr.  Stokes.  Our  concern  is  whether  or  not  you  are  going  to  be 
able  to  find  persons  or  individuals  with  the  requisite  skills  for  this 
type  of  investigative  work,  or  whether  you  are  going  to  have  to  en- 
gage in  a  training  period. 

Ms.  Achtenberg.  I  understand  the  question.  Yes.  Persons  with 
the  heart  to  be  civil  rights  investigators  are  very  important  raw 
material  for  the  office  to  work  with  but  as  you  point  out,  good  in- 
vestigators and  conscientious  investigators,  and  thorough  investiga- 
tors have  to  be  trained. 

When  I  came  to  this  office,  I  found  a  training  program  in  signifi- 
cant disarray.  In  fact,  there  was  not  a  training  methodology  that 
I  could  discern  about  how  they  took  those  people  with  heart  and 
turned  them  into  quality  civil  rights  investigators.  The  Secretary, 
recognizing  the  problem  that  I  pointed  out  to  him,  increased  the 
training  budget  with  last  year's  dollars  for  the  Office  of  Fair  Hous- 
ing and  Equal  Opportunity  three  times  above  what  it  had  been  in 
the  prior  years. 

I  am  going  to  have  Ted  double-check  the  numbers,  because  I 
don't  want  to  overstate  the  case.  But  we  then  put  on  some  seven 
sophisticated  training  programs  for  investigators  of  ours  through- 
out the  country  as  well  as  investigators  from  the  substantially 
equivalent  State  and  local  agencies,  the  FRAP  agencies  that  also 
enforce  our  law,  and  they  were  the  most  successful  trainings  that 
office  had  ever  put  on. 

This  year,  we  contemplate  again  such  training  efforts.  Some  will 
be  duplicative  of  the  training  effort  that  we  put  on  last  year,  but 
there  will  be  new  and  increased  training  for  our  personnel,  the 
nonpermanent  investigators  who  we  continue  to  retain  on  staff. 

We  have  Title  VIII  temporary  investigators  that  this  Committee 
urged  the  prior  Secretary  to  hire,  which  indeed  he  did.  Some  95 
were  hired  two  years  ago  and  we  still  retain  55  temporary  inves- 
tigators who  will  be  kept  on  through  1995,  but  we  have  stepped  up 
training  significantly  and  now  have  a  real  program  to  offer  new  in- 
vestigators who  come  on  board  and  a  program  that  I  am  very  proud 
of. 
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Mr.  Stokes.  That  leads  us  to  our  next  question.  That  is,  in  light 
of  your  new  training  program,  do  you  have  sufficient  resourses  in 
your  budget  to  cover  this  training  program? 

FHEO  TRAINING  PROGRAM 

Ms.  Achtenberg.  Pursuant  to  the  reorganization  and  the 
reinvention  of  HUD,  and  I  believe  the  Secretary  made  reference  to 
this  on  Tuesday,  the  Secretary,  through  Assistant  Secretary 
Marilynn  Davis,  has  authorized  the  creation  of  something  called 
the  HUD  Academy  which  in  fact  is  already  in  operation.  This  is 
where  we  take  on  in  a  central  location  the  overarching  costs  of  pro- 
viding training  and  developing  all  of  the  expertise  that  is  necessary 
to  provide  the  training.  So  the  Department  takes  on  that  respon- 
sibility and  then  the  program  area  fashions  the  kind  of  training 
that  it  needs  to  train  its  people. 

We  believe  that  with  the  amount  of  the  obligation  that  has  been 
assumed  by  the  Department  for  the  teleconferencing  and  computer 
capability  and  on  and  on  that  the  amount  that  has  been  allocated 
to  our  office  to  produce  the  training  will  be  sufficient  to  our  needs, 
and  that  is  in  part  because  the  Department  has  taken  a  greater  re- 
sponsibility for  training  that  will  kind  of  create  economies  of  scale. 
But  Marilynn  could  elaborate  on  that  more  significantly. 

I  was  just  passed  a  note  here  by  my  able  office  director  that  indi- 
cates that  the  training  requests  that  our  office  made  were  approved 
by  the  HUD  Academy  without  any  money  being  taken  out,  which 
I  don't  believe  is  true  for  any  of  the  other  offices. 

Mr.  Stokes.  Ms.  Davis,  anything  you  want  to  add? 

Ms.  Davis.  I  would  just  add  that  while  there  is  always  a  need 
for  more — given  the  task,  we  are  trying  to  stretch  the  dollars  that 
we  have  available  as  far  as  we  can.  And  in  Roberta's  case,  in  fact 
we  did  not  have  to  turn  down  any  of  her  requests. 

AID  TO  HISTORICALLY  BLACK  COLLEGES  AND  UNIVERSITIES 

Mr.  Stokes.  This  question  you  may  want  to  answer  for  the 
record  for  us.  The  Department  has  a  number  of  initiatives  under- 
way involving  historically  black  colleges  and  universities  which  are 
supportive  of  the  President's  Executive  order  on  historically  black 
colleges  and  universities,  including:  Community  outreach  partner- 
ship centers,  $7  million;  joint  community  development  special  pur- 
pose grants,  design  and  implementation  of  housing  and  community 
plans  under  CDBG,  $6  million;  and  HBCU  programs,  $13  million. 

We  would  like  for  you  to  give  us  the  current  status  of  these  pro- 
grams for  the  record;  that  is,  how  many  awards  have  been  made 
to  date?  To  which  institutions  were  awards  made?  How  many  bene- 
ficiaries have  been  impacted? 

And  we  may  have  one  or  two  other  questions  relative  to  this  pro- 
gram that  you  will  answer  for  the  record  for  us. 

Ms.  Achtenberg.  All  right  Mr.  Chairman.  Thank  you  very 
much. 

[The  information  follows:] 
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Historically  Black  Colleges  and  Universities 

The  Community  Outreach  Partnership  Centers  (COPC)  Program  and  the  Joint 
Community  Development  Program  were  both  funded  for  the  first  time  in  fiscal 
year  1994.   Neither  program  is  specifically  geared  to  BBCUs  only,  but  they  are 
eligible  recipients  under  both  programs.   The  closing  date  for  the  first  round 
of  the  COPC  competition  was  in  April  1994.   Applications  are  now  being 
reviewed  and  rated.   The  selected  recipients  'are  planned  to  be  announced  in 
August  1994.   The  proposed  rule  for  the  Joint  Community  Development  Program 
was  published  in  December  1993  and  a  final  rule  will  be  published  in  June, 
1994.   A  Notice  of  Funding  Availability  (NOFA)  will  be  published  during  the 
summer.   The  first  recipients  are  planned  to  be  announced  by  December  1994. 

Under  the  Historically  Black  Colleges  and  Universities  (HBCU)  Program, 
18  awards  have  been  made  to  date.   An  additional  estimated  26  awards  are  to  be 
made  under  a  Notice  of  Funding  Availability  which  closed  on  February  11,  1994. 
The  18  awards  were  made  to  the  following  institutions: 

Bowie  State  University; 

Clark  Atlanta  University; 

Elizabeth  City  State  University; 

Johnson  C.  Smith  University; 

North  Carolina  A&T  University; 

Lincoln  University,  Jefferson  City,  MO; 

St.  Philip's  College; 

Texas  Southern  University,  Houston; 

Southern  University,  New  Orleans; 

University  of  Arkansas,  Pine  Bluff; 

Southern  University,  Baton  Rouge; 

Coppin  State  College; 

Jackson  State  University; 

Bennett  College; 

Central  State  University; 

Lincoln  University,  PA; 

LeMoyne  Owen  College;  and 

Norfolk  state  University 

The  HBCU s  participating  under  this  program  are  serving  a  large  number  of 
low-  and  moderate-income  residents  in  their  respective  communities.   Since  the 
project  activities  are  being  undertaken  over  a  3 -year  period,  the  exact  number 
of  beneficiaries  benefitting  from  the  program  is  not  known,  but  should  be 
included  in  the  final  reports  from  the  HBCUs. 
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COST  OF  PRICE  WATERHOUSE  CONTRACT 

Mr.  Lewis.  Mr.  Chairman,  if  we  could  ask  for  the  record  one 
question.  Ms.  Achtenberg  represented  the  Price  Waterhouse  con- 
tract relative  to  obligating  funds.  It  strikes  me  that  the  formula 
that  may  be  developed  there  might  very  well  apply  not  just  to  other 
elements  of  your  own  agency,  but  might  very  well  apply  to  other 
work  of  this  committee. 

Would  you  have  somebody  highlight  for  the  record  that  contract, 
not  just  its  cost,  of  course,  but  also  some  of  the  elements  of  its  rec- 
ommendations that  might  very  well  apply  to  other  work  that  we 
are  doing? 

Ms.  Achtenberg.  We  would  be  happy  to  provide  that  for  the 
record.  And  let  me  just  say  that  that  initiative,  the  business  proc- 
ess reengineering  initiative  is  an  initiative  of  Assistant  Secretary 
Marilynn  Davis,  who  is  chief  of  our  administration,  and  I  know 
that  they  contemplate  many  great  things  in  terms  of  replicating 
what  we  learn  from  the  BPR  throughout  HUD. 

And  to  the  extent  that  we  can  make  that  information  available 
to  the  committee  for  replication  throughout  other  departments  in 
your  jurisdiction,  I  am  sure  we  would  be  happy  to  do  that. 

Mr.  Lewis.  I  am  sure  this  will  give  Marilynn  Davis  some  addi- 
tional work. 

Ms.  Achtenberg.  Something  she  would  relish,  I  am  sure. 

[The  information  follows:] 
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Price  Waterhouae  Contract 

Management  Services  Contract  with  Price  Waterhouse 
Project  Coat:   $609,672.00 

Purpose  of  Contract:  Assist  the  Assistant  Secretary  for  Administration 
in  establishing,  within  the  Department,  a  cadre  of  staff  trained  in  the 
methodology  of  Business  Process  Redesign  (BPR) .   The  contractor  assisted  in 
developing  HUD  skills  and  knowledge  in  the  BPR  methodology  and  conducted  a 
pilot  initiative  for  training  purposes  in  the  Office  of  Fair  Housing  and  Equal 
Opportunity . 

The  major  highlight  of  the  contract  is  the  development  of  Business 
Process  Redesign  (BPR)  methodology  skills  and  knowledge  through  a  hands-on 
pilot  project  in  the  Office  of  Fair  Housing  and  Equal  Opportunity.   This 
pilot-training  project  resulted  in  a  redesigned  grants  application  process  in 
the  Fair  Housing  Initiatives  Program  (FHIP) . 

This  redesigned  FHIP  process  has  a  projected  5-year  savings  of  $1,900,000 
in  personal  and  travel  costs.   First-year  savings  from  the  redesign  are 
projected  to  be  $392,000.   Implementation  costs  are  projected  at  $213,000  with 
a  net  first-year  saving  of  $179,000. 

Additionally,  the  contractor  assisted  the  Department  in  several  other 
redesign  efforts.   Among  them  are:   (1)  the  development  of  an  implementation 
plan  that  improved  the  Office  of  Single  Family  Housing  mortgage  assignment 
program  application  process  that  will  be  more  encouraging  to  mortgagors;  (2) 
the  development  of  a  conceptual  design  for  a  new  resource  management  process 
that  links  strategic  planning  with  operations  and  budget  cycles;  and  (3)  the 
performance  of  an  independent  study  of  existing  workload  and  unit  cost 
systems. 

These  projects  were  accomplished  through  joint  efforts  between  the 
contractor  and  teams  of  HUD  staff.   The  result  is  the  redesign  of  several 
processes  but  more  importantly,  HUD  staff  now  has  skills  and  knowledge  to 
address  other  redesign  efforts  in  the  Department.   This  training  will  allow 
HUD  to  be  in  a  mode  of  continuous  improvement . 
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Mr.  Stokes.  Ms.  Achtenberg,  you  have  given  us  some  good  testi- 
mony this  afternoon,  and  we  appreciate  your  appearance.  That  con- 
cludes your  testimony  from  your  Department. 

Ms.  Achtenberg.  Thank  you,  Mr.  Chairman.  It  was  a  pleasure. 
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COMMUNITY  PLANNING  AND  DEVELOPMENT 

Mr.  Stokes.  Mr.  Cuomo,  you  want  to  tell  us  who  you  have  with 
you  here? 

Mr.  CUOMO.  It  would  be  my  pleasure,  Mr.  Chairman.  Seated  to 
my  right  is  Deputy  Assistant  Secretary  Ken  Williams,  who  is  the 
Deputy  for  the  grants  program,  primarily  responsible  for  the  CDBG 
program,  and  the  HOME  program,  who  is  here  today  to  answer 
whatever  specific  questions  you  might  have. 

Mr.  Stokes.  Did  you  wish  to  make  a  statement  or  shall  we  go 
right  to  the  questions. 
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Mr.  Cuomo.  Whatever  pleases  the  committee.  I  do  have  a  state- 
ment that  I  could  enter  into  the  record  at  some  time. 

Mr.  Stokes.  Well,  we  will,  without  objection,  place  your  entire 
statement  in  the  record  at  this  point. 

[The  information  follows:] 
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Statement  of  Andrew  Cuomo 

Assistant  Secretary  for  Community  Planning  and  Development 

Before  the  Subcommittee  on  VA,  HUD  and  Independent  Agencies 

of  the  House  Committee  on  Appropriations 

April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  join  Secretary  Cisneros  and  my  fellow 
Assistant  Secretaries  to  discuss  the  1995  Budget  proposals  of  HUD. 
In  particular,  I  am  here  to  discuss  the  budget  for  current  programs 
administered  by  Community  Planning  and  Development  as  well  as  the 
proposed  new  programs  and  initiatives  requested  to  implement  the 
President's  and  Secretary  Cisneros'  community  investment  agenda. 
I  wish  to  express  my  gratitude  to  Chairman  Stokes,  the  ranking 
minority  member,  and  the  members  of  the  committee  for  the  continued 
support  they  have  given  CPD  programs  in  the  past . 

I  also  want  to  acknowledge  the  work  of  Terry  Duvernay,  the 
Deputy  Secretary  and  my  fellow  Assistant  Secretaries.  You  will  see 
that  we  have  all  endeavored  to  make  the  different  parts  of  the 
Department  function  in  a  more  coordinated  fashion. 

The  legislative  and  budgetary  proposals  before  you  today 
reflect  a  number  of  underlying  themes  or  principles  at  HUD  and  CPD. 
The  first  of  these  principles  is  "bottom  up"  planning.  This  is  a 
recognition  that  the  most  effective  community  development  efforts 
are  created  neighborhood  by.  neighborhood,  with  comprehensive 
solutions  shaped  through  the  give  and  take  process  tailored  to  the 
needs  of  each  community.  Accordingly,  we  are  proposing  a  community 
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viability  fund  which  would,  among  other  things,  provide  community 
institution  capacity  building  and  neighborhood  development. 

The  second  guiding  principle  is  that  we  must  develop  and  apply 
more  comprehensive  approaches  to  address  community  and  neighborhood 
problems.  We  need  more  than  narrow  functional  programs  as  tools 
for  addressing  the  complex  needs  of  either  the  individual,  American 
family  or  neighborhood.  This  principle  is  the  building  block  of 
one  of  our  major  initiatives  this  year--  the  proposed  new 
comprehensive  homeless  program,  Homeless  Assistance  Grants.  It 
will  help  local  communities  support  a  continuum  of  care  strategy. 
The  continuum  of  care  concept  allows  a  community  to  review  its 
entire  homeless  problem,  assess  the  needs  of  homeless  families  and 
individuals,  and  then  structure  current  and  future  funding  to 
support  a  system  of  prevention,  emergency  shelter  and  assessment, 
transitional  housing  with  services,  and  permanent  housing  with 
services  when  needed  to  meet  these  needs  and  help  solve 
homelessness .  To  implement  the  continuum  of  care  approach,  we  have 
requested  a  doubling  of  the  budget  for  targeted  homeless 
assistance.  We  have  applied  the  comprehensive  concept  to  colonias, 
as  well  as  very  poor  communities  in  the  Southwest  Border  States,  by 
seeking  comprehensive  development  funds  for  colonias. 

Third,  we  must  empower  people  to  help  themselves  by  creating 
jobs  and  providing  them  with  the  skills  to  take  advantage  of  these 
jobs.  Economic  development,  tied  in  closely  with  human 
development,  plays  a  pivotal  role  in  comprehensive  planning  for 
urban  and  community  development.   For  this  reason  we  have  proposed 
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$500  million  in  grants  for  Empowerment  Zones  and  Enterprise 
Communities,  economic  revitalization  grants,  and  a  proposed 
Leveraged  Investment  for  Tomorrow  (LIFT)  program.  These 
initiatives,  along  with  our  efforts  to  make  the  CDBG  program  more 
flexible  and  usable  for  those  who  wish  to  use  it  for  economic 
development,  should  spur  economic  revitalization  of  small  and  large 
cities,  rural  areas  and  States. 

The  fourth  principle  is  that  community  based  planning  must 
involve  decentralization  of  decision-making.    We  cannot  be  so 
prescriptive  in  our  planning  guidelines  that  communities  lack  the 
flexibility  to  solve  the  diverse  problems  they  face  at  home. 
Homeless  Programs 

Secretary  Cisneros  has  designated  addressing  homelessness  and 
moving  homeless  individuals  and  families  to  permanent  housing  as 
the  number  one  priority  for  HUD.  To  implement  this  priority,  we 
have  taken  three  major  actions:  defined  the  problem,  constructed 
appropriate  policies  that  address  the  problem,  and  requested 
necessary  resources.  We  have  led  the  effort  to  develop  a  Federal 
Plan  to  Break  the  Cycle  of  Homelessness  requested  by  President 
Clinton  to  be  announced  shortly.  It  provides  an  honest  assessment 
of  problems  of  poverty  and  homelessness.  It  recognizes  that  two 
major  problems  contribute  to  homelessness--crisis  poverty  and 
chronic  disability.  The  first,  "crisis  poverty",  refers  to 
homelessness  that  can  be  traced  to  the  stubborn  demands  of  ongoing 
poverty,  made  untenable  by  some  unforeseen  development;  the  second, 
"chronic  disability"  refers  to  homelessness  accompanied  by  one  or 
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4 
more  chronic,  disabling  conditions,  and  presents  a  more  complicated 
picture.  We  understand  that  the  emergency  approach  alone  cannot 
work.  Therefore  we  must  move  away  from  a  primary  emphasis  on 
emergency  treatment. 

With  this  understanding  of  the  problem,  we  are  proposing 
restructuring  the  HUD  homeless  programs  to  help  foster  continuum  of 
care  systems.  Finally,  we  have  proposed  a  major  commitment  to 
increase  resources  to  implement  the  continuum  of  care  when  it  is 
authorized. 

The  HUD  1995  Budget  proposes  to  double  the  1994  funding  for 
homeless  assistance.  Our  Budget  proposal  would  replace  funding  for 
HUD  Mckinney  Act  programs  by  a  new  comprehensive  program  -  Homeless 
Assistance  Grants.  This  new  program  would  be  funded  at  $1.02 
billion  and  will  transform  the  way  the  Federal  Government  addresses 
homelessness .  The  existing  array  of  homeless  programs  and 
requirements  will  be  replaced  by  a  comprehensive  approach  called 
"continuum  of  care"  which  I  have  described. 

The  Secretary  has  requested  the  option  of  designating  a 
port ion- -about  $100  million--  of  this  money  for  the  Innovative 
Homeless  Initiative  cities  program.  Under  this  special  program  we 
have  forged  partnerships  with  the  District  of  Columbia  and  Los 
Angeles.  As  you  know,  we  are  currently  working  with  other  cities 
to  create  new  partnerships. 

In  addition,  the  Budget  proposes  to  transfer  the  Emergency 
Food  and  Shelter  program  to  HUD  from  FEMA  and  to  fund  the  program 
at  $130  million  in  1995.     The  transfer  of  this  program  will 
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improve  coordination  of  resources  to  assist  the  homeless, 
consistent  with  HUD's  lead  responsibility  in  this  area.  Under  the 
proposal,  the  program  will  be  operated  in  1995  as  currently- 
structured. 

Finally,  the  Budget  requests  over  $514  million  for  15,000 
5-year  rental  housing  certificates  to  help  previously  homeless 
families  obtain  permanent  rental  housing  in  the  private  market. 
These  certificates  provide  the  vital  link  in  the  continuum  of  care 
that  helps  homeless  families  make  the  successful  transition  from 
temporary  shelter  to  permanent  housing. 
Community  Development  Block  Grants 

The  Community  Development  Block  Grant  Program  (CDBG)  is 
designed  to  address  local  priorities  and  to  assist  a  broad  range  of 
activities  including  housing,  infrastructure,  economic  development , 
and  public  services.  We  have  requested  an  appropriation  of  $4.4 
billion  for-  the  CDBG  account  in  1995.  The  original  1995  Budget 
request  included  $4.2  billion  for  the  basic  CDBG  programs  plus  $200 
million  for  the  proposed  Neighborhood  "Leveraged  Investment  for 
Tomorrow  (LIFT)"  initiative.  The  amended  1995  Budget  requests  a 
separate  appropriation  for  LIFT  but  still  retains  the  $4.4  billion 
total  for  CDBG  programs . 

The  LIFT  program  would  be  a  project -based  neighborhood 
economic  development  program  that  will  stimulate  investment  in 
economic  and  physical  revitalization  projects  to  improve  the 
quality  of  life  in  urban  neighborhoods.  It  will  provide  subsidies 
to  encourage  private  investment  in  strategic  development  projects 
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6 
that  further  the  comprehensive  revitalization  of  distressed  urban 
neighborhoods.  Finally,  the  Section  108  CDBG  Loan  Guarantee 
Program  is  proposed  for  continued  funding  at  $2,054  billion  in 
1995. 
HOME 

We  propose  in  the  budget  funding  of  $1  billion  for  the  HOME 
Investment  Partnerships  Program  in  1995.  The  HOME  program  allows 
participating  jurisdictions  to  choose  from  a  wide  range  of  housing 
activities  —  from  rehabilitation,  to  new  construction,  to  rental 
assistance  for  tenants  and  assistance  to  homebuyers- -which  best 
meet  their  needs.  With  simplifications  from  both  the  statutory  and 
regulatory  changes  already  made,  the  HOME  program  has  become  a  more 
vital  tool  of  cities  and  States,  providing  decent  and  affordable 
housing  to  very  low-income  families  in  need.  We  are  also  proposing 
loan  guarantee  authority  for  HOME  activities  which  would  be 
parallel  to  the  CDBG  Section  108  loan  guarantee  program. 
Housing  Opportunities  for  Persons  with  AIDS 

The  Budget  proposes  an  appropriation  of  $156  million  within 
the  Annual  Contributions  for  Assisted  Housing  account  to  continue 
this  program  in  1995.  Funds  are  allocated  to  units  of  local 
government  and  States  based  on  the  incidence  of  AIDS  and  grants  are 
available  to  provide  housing  and  services  for  persons  with  AIDS. 
Project -Based  Community  Development  Grants 

The  Budget  proposes  $800  million  for  a  new  Community 
Development  Grants  initiative  in  1995.  This  initiative  has  the 
following  three  basic  components: 
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Grants  for  Empowerment  Zones  and  Enterprise  Communities .  This 
proposed  program  will  provide  grants  to  support  the  financing  of 
capital  projects,  including  housing  and  economic  development 
projects  in  urban  Empowerment  Zones  and  Enterprise  Communities. 
Grants  could  be  used  for  a  range  of  economic  development  and 
housing  activities,  at  local  discretion. 

Economic  Revitalization  Grants.  This  program  will  provide 
$150  million  in  grants  to  assist  the  financing  of  economic 
development  projects  in  conjunction  with  loans  under  the 
Section  108  Loan  Guarantee  program.  ■  To  qualify,  projects  must  be 
eligible  under  the  Community  Development  Block  Grant  program.  The 
Budget  assumes  that  $100  million  of  the  funding  for  these  grants 
will  be  derived  from  the  transfer  of  unobligated  balances  from  the 
UDAG  program  under  new  legislation  already  approved. 

Community  Viability  Fund.  This  proposal  would  create  an 
incentive  grant  and  recognition  awards  program  for  communities  and 
neighborhood  organizations,  that  have  made  or  will  make  a 
significant,  innovative  contribution  to  the  revitalization  of 
American  communities  and  neighborhoods.  Eligible  activities 
include  strategic  planning  and  urban  design,  community  institution 
building,  neighborhood  development,  and  the  expansion  and 
improvement  of  the  quantity  and  quality  of  amenities  and  services 
in  urban  areas.  Funds  may  assist  in  the  development,  improved 
management  and  expansion  of  nonprofit  community  organizations.  An 
amendment  to  the  1995  Budget  would  delete  the  proposed  $10  million 
set-aside  within  the  CDBG  account  for  the  Neighborhood  Development 


194 


program  (NDP)  and  fund  the  NDP  within  the  Community  Viability  Fund. 
Colonias 

The  Budget  proposes  $100  million  for  1995  to  assist  State  and 
local  efforts  to  address  the  severe  housing  and  infrastructure 
needs  of  colonias  in  the  U.S. -Mexico  border  region.  Funds  will  be 
used  in  conjunction  with  funds  provided  by  the  States  of  Texas,  New 
Mexico,  California,  and  Arizona,  other  Federal  and  local  government 
agencies  and  non-government  organizations  in  those  States.  Federal 
assistance  will  be  used  to  enhance  and  supplement  State  and  local 

efforts  conducted  as  part  of  a  comprehensive  strategy  to  mitigate 

public  health  risks,  create  safe,  affordable  and  decent  housing  and 

provide  economic  development  opportunities   for  residents  of 

colonias . 

Youthbuild 

The  Budget  proposes  an  appropriation  of  $50  million  for 

Youthbuild  in  1995.    The  Youthbuild  program  is  an  investment  in 

the  future  of  disadvantaged  youth  who  have  dropped  out  of  school. 

The  program  provides  education  leading  to  high  school  equivalency 
(GED)  as  well  as  job  skills  in  the  construction  industry.   The 

youth  will  receive  on-site  construction  experience  under  trained 

supervision;  and,  the  housing  site  is  targeted  to  low-  and  very 

low-income,  and  homeless  persons. 

HOPE  Grants 

Within  the  Department's  appropriation  request  of  $100  million 
for  the  HOPE  (Homeownership  and  Opportunity  for  People  Everywhere) 

Grants  Program  in  1995,  $40  million  will  be  for  HOPE  3  -  Single 
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9 
Family  Homeownership,  which  is  administered  by  CPD.  This  HOPE 
program  creates  homeownership  opportunities  primarily  in  vacant 
single  family  properties  (1-4  units)  held  by  Federal,  State  or 
local  agencies. 
Conclusion 

Mr.  Chairman,  that  concludes  my  opening  remarks.   I  will  be 
happy  to  answer  any  questions  that  you  might  have. 
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COMMUNITY  DEVELOPMENT  BLOCK  GRANTS 

Mr.  Stokes.  You  are  requesting  $4.4  billion  for  the  Community 
Development  Grants  Program  in  1995,  which  is  the  same  as  the 
1994  appropriation.  However,  within  the  total,  are  a  number  of  ear- 
marks for  discrete  purposes. 

These  earmarkings,  as  you  know,  reduce  the  amount  of  funds 
available  for  entitlement  and  nonentitlement  communities,  and  the 
Administration  is  modifying  its  proposals  so  as  not  to  take  the  $200 
million  from  the  new  neighborhood  LIFT  program. 

Your  budget  proposes  $35  million  be  taken  from  the  CDBG  ap- 
propriation for  the  Early  Childhood  Development  Program.  You  are 
also  proposing  $10  million  for  the  Neighborhood  Development  Pro- 
gram. These  proposals  represent  increases  of  $20  million  and  $5 
million  respectively. 

How  would  the  Department  react  if  these  two  programs  were 
made  into  separate  accounts?  What  is  your  reaction  to  that? 

Mr.  Cuomo.  Well,  Mr.  Chairman,  as  you  know,  as  you  heard 
from  the  Secretary  yesterday,  doing  the  budget  at  HUD  was  not  an 
easy  process  this  year,  it  was  the  balancing  of  priorities  so  many 
of  which  were  pressing.  The  Community  Development  Block  Grant 
Program  is  a  mainstay  of  the  community  development  efforts.  That 
is  why  the  program  will  be  requested  through  budget  modification 
to  be  at  the  same  funding  as  last  year,  $4.4  billion,  as  you  correctly 
stated. 

The  LIFT  program,  which  was  originally  slated  at  $200  million 
to  come  from  the  CDBG  program,  we  will  modify  that  request  to 
restore  the  CDBG  program  to  $4.4  and  will  identify  funding  for  the 
LIFT  program  separately. 

Having  said  that,  and  balancing  the  priorities,  the  two  programs 
you  mentioned,  the  Neighborhood  Development  Program  and  the 
Early  Childhood  are  two,  in  our  opinion,  very  important  programs. 
One  does  child  care  for  homeless  families  in  and  around  public 
housing  sites. 

And  as  the  Chairman  knows,  in  trying  to  move  people  towards 
work  in  combination  with  the  welfare  reform  efforts,  a  pressing 
need  is  to  find  child  care  for  the  young  mother  so  she  can  go  to  job 
training  and  so  she  can  go  to  work.  So  that  is  what  that  program 
would  do.  The  Neighborhood  Development  Program  is  similar  to 
not-for-profits  to  build  community-based  social  service  and  infra- 
structure assistance,  so  we  consider  them  two  important  priorities. 

SECTION  107  PROGRAM 

Mr.  Stokes.  The  Administration  is  requesting,  Mr.  Cuomo,  $60 
million  for  Section  107  programs,  an  increase  of  $15  million  above 
the  1994  level,  but  approximately  four  times  the  1992  level.  Tell  us 
what  the  basis  was  for  the  $28  million  request  for  technical  assist- 
ance? Our  concern  is  that  is  more  than  twice  the  1994  level  of  $13 
million. 

Mr.  Cuomo.  Mr.  Chairman,  regarding  technical  assistance,  the 
Office  of  Community  Planning  and  Development  has  a  very  ambi- 
tious and  aggressive  game  plan  for  the  coming  year.  We  have  made 
major  renovations  to  the  programs,  many  at  the  suggestion  of  this 
committee.  We  are  moving  to  consolidate.  We  are  moving  to  expe- 
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dite  funding  of  the  HOME  program  which  was  a  concern  of  this 
committee. 

We  are  moving  towards  new  and  different  homeless  programs 
and  different  approaches.  Part  and  parcel  of  that  are  two  distinct 
efforts,  one  to  get  the  HUD  field  office  in  a  better  position  to  be 
of  assistance  to  the  grantees.  That  means  improving  the  relations 
and  improving  the  training.  Secondarily,  to  provide  the  type  of 
technical  assistance  you  need  to  make  these  changes  in  the  pro- 
gram and  to  make  the  existing  programs  work  better,  specifically 
the  HOME  program,  which  has  not  been  spending  out  at  the  rate 
the  Secretary  would  like. 

We  have  been  very  aggressive  in  our  efforts  to  improve  the  pro- 
gram, both  legislatively  and  operationally,  and  this  technical  as- 
sistance type  effort  would  be  a  significant  asset  in  that. 

HISTORICALLY  BLACK  COLLEGES  AND  UNIVERSITIES 

Mr.  Stokes.  When  we  put  together  the  1994  conference  report, 
we  urged  HUD  to  pursue  opportunities  through  the  CDBG  program 
with  historically  black  colleges  and  universities  and  local  entities 
of  government  to  facilitate  joint  applications  for  facilities  funds. 

Of  course,  the  committee  felt  strongly  enough  about  this  to  in- 
clude it  in  the  conference  report.  Can  you  tell  us  what  the  Depart- 
ment has  done  to  foster  such  joint  ventures? 

Mr.  Cuomo.  Yes,  I  can,  Mr.  Chairman.  In  the  notice  of  funding 
availability  which  went  out  last  September,  the  NOFA  for  the 
HBCU  program,  we  included  a  specific  award  factor  that  would  en- 
courage local  support  in  the  form  of  matching  funds,  staffing  serv- 
ices, or  other  in-kind  resources,  much  of  which  would  be  paid  for 
with  CDBG  funds. 

SECTION  108  LOAN  GUARANTEES 

Mr.  Stokes.  The  recently  enacted  Multifamily  Housing  Property 
Disposition  Reforms  Act  of  1994  amended  the  Section  108  loan 
guarantee  program  and  permitted  the  use  of  recaptured  urban  de- 
velopment action  grant  funds  to  be  used  with  the  Section  108  loan 
guarantees  to  support  economic  development. 

How  long  would  it  take  to  recapture  these  UDAG  funds? 

Mr.  Cuomo.  Well,  Mr.  Chairman,  as  you  correctly  state,  the  Sec- 
tion 108  loan  program  is  an  existing  program  which  allows  a  local- 
ity to  borrow  against  their  CDBG  amount.  This  proposal  will  cou- 
ple Section  108  loans  with  the  money  that  we  recaptured  from 
UDAGs  to  make  the  Section  108  program  more  attractive,  so  a 
local  government  or  city  could  get  a  low-interest  loan  which  would 
be  subsidized  by  the  UDAG  recapture. 

We  are  now  entering  into  a  so-called  amnesty  period,  where  we 
are  allowing  jurisdictions  that  have  outstanding  UDAGs  to  keep  a 
percent  if  they  voluntarily  relinquish  the  outstanding  UDAG.  That 
is  in  the  process  of  happening  now.  We  should  have  a  better  feeling 
over  the  next  several  weeks  about  what  type  of  progress  we  are 
making  and,  therefore,  what  timetable,  and  it  would  be  our  pleas- 
ure to  inform  this  committee  at  that  time. 
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LIFT  PROGRAMS 


Mr.  Stokes.  The  1995  budget  requests  funds  for  a  number  of 
new  programs  including  $200  million  for  the  Neighborhood  Lever- 
age Investment  for  Tomorrow  program  (LIFT)  project,  $800  million 
for  the  project-based  community  development  grants  program,  and 
$100  million  for  the  Colonias  Assistance  Program. 

The  neighborhood  LIFT  program  has  a  number  of  characteristics 
similar  to  the  old  Urban  Development  Action  Grant,  the  UDAG 
programs.  Tell  us  how  the  LIFT  program  differs  from  the  UDAG 
program? 

Mr.  Cuomo.  Mr.  Chairman,  to  begin  with,  they  both  have  a  com- 
monality in  they  were  both  designed  as  economic  development 
measures.  Much  of  what  we  are  trying  to  do  is  spur  economic  de- 
velopment, so-called  empowerment,  get  people  jobs.  HUD  has  very 
few  weapons  in  the  arsenal  that  actually  help  the  locality  come  up 
with  economic  development  initiatives.  LIFT  would  be  a  new  ven- 
ture in  that  area. 

UDAG  was  a  similar  one.  They  are  both  economic  development 
programs,  but  that  is  in  many  ways  where  the  similarities  end. 
Whereas  UDAG  was  more  of  a  downtown  commercial  type  develop- 
ment program,  large  hotels  et  cetera,  LIFT  is  more  of  a  neighbor- 
hood-based entrepreneurial  not-for-profit  partnership  effort  to  act 
as  a  catalyst  for  neighborhood  revitalization. 

We  are  not  looking  for  the  LIFT  program  to  do  large  downtown 
developments,  large  commercial  developments,  but  more  neighbor- 
hood-based initiatives  which  would  stabilize  and  turn  around  a 
marginal  community.  Mayor  White  made  very  interesting  com- 
ments to  Secretary  Cisneros  about  just  such  a  need  for  a  program 
that  would  allow  a  city,  a  jurisdiction,  to  spur  the  neighborhood 
economic  development  initiatives  along  arterial  roadways  so  that 
the  physical  and  economic  revitalization  of  economically  distressed 
residential  areas  could  be  facilitated. 

Mr.  Stokes.  Of  the  $200  million,  how  much  will  be  for  urban 
neighborhoods  and  how  much  for  rural  communities? 

Mr.  Cuomo.  We  don't  anticipate  a  division  along  those  lines,  Mr. 
Chairman.  It  would  be  based  upon  need  and  it  would  be  a  competi- 
tive program,  so  both  areas  would  be  eligible. 

EMPOWERMENT  ZONES — ENTERPRISE  COMMUNITIES 

Mr.  Stokes.  The  Department  is  proposing,  Mr.  Cuomo,  $800  mil- 
lion for  a  new  project-based  community  development  grants  pro- 
gram in  1995.  This  program  has  three  parts — $500  million  for 
empowerment  zones  and  enterprise  communities,  $150  million  for 
economic  revitalization  grants,  and  $150  million  for  the  community 
viability  fund. 

Tell  us  why  there  is  no  funding  proposed  for  the  empowerment 
zones  and  enterprise  community  in  the  outyears  after  1995? 

Mr.  Cuomo.  Mr.  Chairman,  the  funding  you  see  there  for  the 
empowerment  zones  is  the  physical  component  to  the 
empowerment  zones.  The  funding  that  was  in  the  original 
empowerment  zone  legislation  was  under  Title  XX  money,  soft  cost 
money.  HUD's  $500  million  request  would  be  the  funding  that 
would  allow  that  empowerment  zone  to  come  up  with  a  physical  re- 
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construction  plan,  housing  infrastructure,  roads,  buildings,  et 
cetera. 

The  way  the  empowerment  zone  program  works  is  both  grant 
programs  are  one-time  awards  that  are  granted  and  paid  out  over 
a  period  of  years  up  until  year  10.  But  they  are  one-time  lump  sum 
awards,  both  the  $1  billion  and  the  $500  billion  grants. 

Mr.  Stokes.  Why  is  only  $100  million  being  requested  for  each, 
or  two  programs  in  the  outyears? 

Mr.  Cuomo.  The  other  two  programs,  on  the  community  viability 
program,  that  would  be  a  program  which  would  work  to  foster  the 
capacity  of  grassroots  and  not-for-profit  organizations.  HUD,  to  our 
surprise,  when  we  first  came  in,  has  very  few  programs  that  di- 
rectly fund  not-for-profits,  despite  the  significant  role  they  play  in 
development. 

Community  viability  would  be  a  program,  the  only  program  of 
significance  that  HUD  would  have  that  could  go  directly  to  not-for- 
profits  and  build  the  kind  of  capacity  that  we  are  looking  for.  The 
program  is  reduced  to  $100  million  in  the  outyears  purely  for  budg- 
etary reasons.  If  this  committee,  in  its  wisdom,  found  additional  re- 
sources, obviously  it  would  be  our  pleasure.  We  consider  it  a  very 
important  initiative. 

Mr.  Stokes.  Of  the  $500  million  requested  in  1995,  how  much 
is  for  empowerment  zones,  and  how  much  for  enterprise  commu- 
nities? 

Mr.  Cuomo.  It  is  $50  million  each  for  the  empowerment  zones- 
urban,  $20  million  each  for  the  empowerment  zones-rural,  and  $1.4 
million  each  for  the  enterprise  communities. 

Mr.  Stokes.  Tell  us,  also,  how  would  the  $150  million  for  eco- 
nomic revitalization  grants  be  distributed;  by  competition,  discre- 
tionary, or  first  come-first  serve  basis? 

Mr.  Cuomo.  Competitive. 

COMMUNITY  VIABILITY  PROGRAM 

Mr.  Stokes.  Thank  you.  Mr.  Cuomo,  of  the  $150  million  re- 
quested for  the  community  viability  fund,  it  appears  that  up  to  $10 
million  will  be  used  for  recognition  awards,  $20  million  would  be 
used  for  capacity  building  for  affordable  housing  and  community 
development. 

How  much  of  the  balance  will  be  used  for  strategic  planning  and 
urban  design  activities  and  how  much  for  community  institution 
building? 

Mr.  Cuomo.  The  community  viability  program,  Mr.  Chairman, 
does — has  three  components,  as  you  correctly  stated.  One  is  a 
partnering  effort  with  other  not-for-profit  entities,  intermediaries, 
and  especially  foundations.  The  Federal  monies  would  leverage 
with  private  monies  and  foundation  funds  in  making  the  grants. 
There  is  then  a  design  award  component  and  a  regional  planning 
component,  in  total  there,  $30  million. 

The  community  institution  building  component  is  funded  at  $100 
million.  So  it  is  $20  million  for  leveraged  funds  with  foundations, 
other  entities,  $30  million  for  the  strategic  planning  awards,  and 
$100  million  for  community  institution  building. 
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NCDI  INITIATIVE 

Mr.  Stokes.  We  were  very  impressed  with  HUD's  announcement 
about  the  national  community  development  initiative,  and  we 
would  like  to  take  a  moment  for  you  to  tell  us  a  little  bit  more 
about  how  you  see  this  program  unfolding  over  the  next  year.  What 
time  frame  do  you  anticipate  being  able  to  see  actual  results  from 
this  particular  investment,  which  we  think  is  a  very  good  invest- 
ment? 

Mr.  Cuomo.  Thank  you,  Mr.  Chairman.  The  NCDI  initiative  is 
what  I  was  referring  to  before.  It  is  an  initiative  whereby  HUD  and 
the  Federal  Government  are  partners  with  foundations  in  making 
contributions  to  local  not-for-profits,  and  other  groups. 

The  task  NCDI  venture,  now  uses  intermediaries  where  HUD 
and  foundations  get  together.  The  Rockefeller  Foundation,  Ford 
Foundation,  and  other  groups  pool  their  resources  into 
intermediaries  and  then  make  distributions  under  the  program.  We 
just  spoke  about  the  community  viability  program.  We  have  ear- 
marked $20  million  for  next  year,  1995  money,  to  continue  the 
NCDI-type  activity. 

REGULATIONS  ADDRESSING  DISCRIMINATION 

Mr.  Stokes.  Earlier  this  year,  new  regulations  were  issued  con- 
cerning Community  Reinvestment  Act  enforcement,  and  the  pro- 
posed regulations  are  tending  to  focus  more  on  performance.  In 
what  way  do  you  see  the  newer  regulations  beginning  to  address 
these  issues  of  discrimination  and  disparate  treatment? 

Mr.  Cuomo.  We  were  in  the  process  now  of  studying  and  analyz- 
ing the  possible  connections  between  the  CRA  Reform  Act  and 
CDBG  rules  and  regulations  and  the  fair  housing  plans  and  discus- 
sion you  heard  from  Assistant  Secretary  Roberta  Achtenberg. 

We  should  have  an  analysis  in  the  next  several  weeks  and,  at 
that  time,  it  would  be  our  pleasure  to  share  it  with  this  committee 
if  you  were  so  inclined. 

Mr.  Stokes.  Okay. 

[The  information  follows:] 

Community  Reinvestment  Act  (CRA)  Standards 

The  Department  has  issued  new  regulations  for  the  Community  development 
Block  Grant  program  to  improve  local  underwriting  of  economic  development 
projects  and  to  make  these  projects  easier  to  do  under  the  program.  At  the  same 
time,  Congress  has  enacted  the  new  Economic  Development  Grants  Initiative  (Sec- 
tion 232  of  the  Multifamily  Housing  Property  Disposition  Reform  Act  of  1994)  au- 
thorizing the  use  of  recaptured  UDAG  funds  as  grants  to  supplement  Section  108 
loan  guarantees  to  fund  economic  development  projects.  Since  there  is  $2  billion  in 
Section  108  loan  guarantee  authority  available  annually,  this  program  has  great  po- 
tential for  creating  new  jobs  in  cities. 

These  HUD  programs  can  be  used  to  leverage  the  investment  of  banks  in  dis- 
tressed neighborhoods.  Under  the  Community  Reinvestment  Act  (CRA)  standards, 
banks  are  rated,  in  part,  on  their  record  in  meeting  a  variety  of  community  credit 
needs.  Thus,  the  two  HUD  programs  can  work  to  help  reinforce  comprehensive  ef- 
forts at  neighborhood  revitalization. 

Also,  funding  for  housing  rehabilitation  under  the  CDBG  and  HOME  programs 
in  distressed  neighborhoods  can  help  stabilize  these  neighborhoods  and  create  a 
more  favorable  investment  for  banks  operating  under  the  CRA  guidelines. 

These  activities  also  support  some  actions  which  may  be  taken  by  communities 
to  correct  inequities  in  investment  between  minority  and  non-minority  neighbor- 
hoods as  part  of  local  efforts  to  remove  impediments  to  fair  housing. 
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HOME  ALLOCATION  ADJUSTMENT 

Mr.  Stokes.  The  1994  conference  report  indicated  that  the  in- 
crease in  minimum  allocation  authorized  by  Section  217(b)(2)(B) 
shall  be  $500,000  per  state  in  fiscal  year  1994. 

Did  HUD  adjust  the  1994  allocations  of  the  small  states  so  that 
the  minimum  allocation  was  $500,000? 

Mr.  Cuomo.  That  amendment  was  made,  Mr.  Chairman. 

Mr.  Stokes.  Thank  you. 

Mr.  Cuomo,  last  year  we  discussed  the  issue  of  whether  addi- 
tional appropriations  would  be  required  for  continued  affordability 
of  HOME  rental  units  at  the  end  of  appropriate  affordability  peri- 
ods. In  response  to  the  Senate  report,  the  Department  indicates 
that  it  does  not  believe  that  there  is  a  contingent  funding  liability 
for  these  rental  assistance  units;  is  that  correct? 

Mr.  Cuomo.  That  is  our  opinion,  yes,  Mr.  Chairman. 

Mr.  Stokes.  All  right.  So  some  communities  will  probably  end  up 
using  future  HOME  funds  to  continue  providing  rental  assistance 
for  existing  units,  not  increasing  the  number  of  units? 

Mr.  Cuomo.  That  could  happen,  yes,  Mr.  Chairman. 

homeless  assistance  grants 

Mr.  Stokes.  All  right.  The  Department  is  requesting  an  appro- 
priation of  $1.25  billion  for  homeless  assistance  grants  in  1995,  an 
increase  of  $297  million  above  the  comparable  1994  funding  levels. 

If  the  necessary  authorization  legislation  were  enacted  in  the 
fall — September-October — how  long  would  it  take  HUD  to  finalize 
the  new  rules,  regulations,  handbooks  and  so  forth? 

Mr.  Cuomo.  We  could  do  it  very  quickly,  Mr.  Chairman.  As  this 
committee  knows,  there  was  a  program  passed  in  the  last  piece  of 
legislation  called  the  innovative  homeless  grants  for  $100  million, 
$25  million  of  which  went  out  by  competition.  We  had  that  com- 
petition held  and  awards  announced  literally  within  a  matter  of 
weeks. 

We  have  spent  a  great  deal  of  time  on  the  homeless  programs  in 
the  past  year.  We  are  prepared  and  anxious  for  the  legislative 
changes  and  we  will  begin  implementation  immediately  upon  their 
enactment. 

Mr.  Stokes.  Under  the  legislative  proposal  to  consolidate  the 
homeless  programs,  how  would  these  funds  be  allocated?  By  discre- 
tion, competition,  formula? 

Mr.  Cuomo.  What  we  anticipate,  Mr.  Chairman,  is  using  a  for- 
mula to  determine  an  amount  which  a  jurisdiction  could  be  eligible 
for.  Right  now,  as  you  know,  the  McKinney  programs,  the  homeless 
programs  are  run  by  competition,  which  have  many  drawbacks,  one 
of  which  is  that  there  is  no  predictability  for  the  jurisdiction.  They 
don't  know  what  they  will  get  from  year  to  year. 

What  we  would  do  is  use  a  formula  to  show  a  jurisdiction,  that 
which  they  could  apply  for,  and  if  they  applied  and  if  they  were 
successful,  what  they  could  receive.  The  formula  we  are  anticipat- 
ing is  the  ESG,  emergency  shelter  grant  formula. 
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FEMA  TRANSFER 


Mr.  Stokes.  Our  committee  is  getting  a  great  deal  of  correspond- 
ence regarding  your  proposal  to  transfer  FEMA's  emergency  and 
food  shelter  program  over  to  HUD. 

Can  you  give  us  some  explanation  regarding  the  proposed  shift 
in  management  of  this  program? 

Mr.  Cuomo.  Yes,  I  can,  Mr.  Chairman.  The  FEMA,  the  $130  mil- 
lion program  you  were  referring  to,  it  is  actually  an  OMB  rec- 
ommendation that  the  program  be  transferred  from  FEMA  to 
HUD.  I  do  not  believe  that  there  has  ever  been  a  suggestion  by 
OMB  or  any  other  party  that  the  FEMA  program  is  not  now  a  well- 
run  program.  It  is,  primarily  because  it  is  run  by  not-for-profit  or- 
ganizations. There  is  a  not-for-profit  board,  which  then  makes  dis- 
tributions to  local  entities  based  on  recommendation  of  local  not- 
for-profit  boards. 

The  transfer  would  keep  the  program  intact  and  it  would  be  our 
intention  to  continue  running  the  program  just  as  it  is  run  now. 
The  reasoning  and  rationale  for  the  transfer,  therefore,  is  as  this 
committee  has  noted  on  numerous  occasions,  the  consolidation  of 
programs  and  resources  in  one  place.  For  a  local  government  now 
to  transverse  the  maze  of  homeless  programs  which  were  across 
the  Federal  Government  has  been  overly  burdensome. 

What  we  are  trying  to  do  is  bring  the  programs  together  so,  from 
the  local  level,  if  you  are  trying  to  go  put  together  a  homeless  ap- 
proach, there  would  be  one  place  you  can  look  at,  so  you  can  go  to 
HUD  for  housing  assistance,  some  service  assistance  and  for  the 
food  and  shelter  program  rather  than  having  to  shop  at  a  number 
of  Federal  departments. 

Mr.  Stokes.  I  guess  we  are  pleased  to  hear  you  say  that  you 
don't  contemplate  changing  the  structure  of  the  program.  I  am  sure 
Mr.  Lewis  will  also  tell  you  that.  Basically,  I  feel  that  if  it  ain't 
broke,  don't  fix  it,  so  we  are  pleased  to  hear  that. 

RELIGIOUS  DISCRIMINATION 

Mr.  Lewis.  Mr.  Chairman,  if  I  could  follow  up  on  a  specific  there. 
It  is  not  far  from  the  questions  I  was  asking  Ms.  Achtenberg  rel- 
ative to  sensitivity  of  HUD  regarding  religious  discrimination. 

A  number  of  these  programs,  as  you  have  suggested,  are  run  by 
philanthropic  organizations.  Several  of  the  groups,  including  the 
Council  of  Jewish  Federations,  National  Council  of  Churches, 
Catholic  Charities,  et  cetera,  are  among  those  organizations  that 
have  religious  orientation.  The  Salvation  Army  has  expressed  con- 
cern, for  example,  that  this  could  very  well  impinge  upon  their  fu- 
ture operation. 

Mr.  Cuomo.  Congressman  Lewis,  I  don't  see  any  justification  for 
that  concern.  Whatever  Federal  law  applied  when  FEMA  adminis- 
tered the  law  would  apply  when  HUD  administers  the  program, 
and  I  don't  see  any  reason  why  we  would  have  an  additional  bar 
to  religious  activity  above  and  beyond  that  of  FEMAs. 

Mr.  Lewis.  Would  you  take  that  question  back  and  present  us  for 
the  record  a  clear  statement  of  that  position.  There  is  really  con- 
cern coming  from  those  organizations. 

Mr.  Cuomo.  Yes,  sir,  I  will. 


203 

[The  information  follows:] 

Church/State  Standards 

The  law  governing  both  HUD  and  FEMA  programs  starts  with  the  Constitutional 
prohibition  that  "Congress  shall  make  no  law  respecting  an  establishment  of  reli- 
gion, or  prohibiting  the  free  exercise  thereof  .  .  .  ."  The  Department's  funding  of 
new  construction,  property  acquisition  and  rehabilitation  have  caused  particularly 
sensitive  church/state  issues  when  such  activities  were  sponsored  by  religious  orga- 
nizations. HUD  church/state  policy  states  that  where  the  activity  involves  new  con- 
struction or  acquisition  and  rehabilitation,  HUD  requires  the  creation  of  a  separate 
secular  corporate  entity  with  a  voluntary  board  and  separate  accounting  system 
that  either  owns  the  property  or  leases  the  property  from  the  religious  organization. 
For  all  other  eligible  activity  types,  including  minor  or  routine  repairs,  HUD  can 
provide  the  assistance  directly  to  the  religious  organization,  if  the  organization 
agrees  to  provide  housing  and  services  in  a  manner  that  is  free  from  religious  influ- 
ences. 

YOUTH  BUILD  PROGRAM 

Mr.  Stokes.  Mr.  Cuomo,  we  were  pleased  with  last  year's  appro- 
priation which  included  funding  for  the  youth  apprenticeship  pro- 
gram with  labor-management  organizations.  Has  the  NOFA  for 
this  program  gone  out?  If  not,  when  do  you  anticipate  it  being  is- 
sued? 

Mr.  Cuomo.  I  think  you  mean  the  Youthbuild  program.  I  believe 
the  NOFA  for  the  1994  money  is  going  out  in  May. 

Mr.  Stokes.  Actually,  it  is  $10  million  for  Section  3. 

Mr.  Persil.  Mr.  Chairman,  that  portion  is  being  administered  by 
public  housing,  so  that  part  is  in  connection  with  Section  3  of  the 
Housing  and  Urban  Development  Act  of  1968. 

Mr.  Stokes.  It  was  over  in  conference.  We  broke  that  Youthbuild 
down  into  the  various  sections.  A  total  of  $48  million — $28  and 
$20— and  then  the  $20  was  broken  down  $10  and  $10,  with  $10 
million  going  to  Section  3. 

Mr.  Persil.  Mr.  Chairman,  that  part  is  being  administered  by 
Public  Housing.  The  program  is  authorized  in  subtitle  D  of  Title  IV 
of  which  $10  million  shall  be  made  for  youth  apprenticeship  train- 
ing activities  for  joint  labor-management  organizations  pursuant  to 
Section  3(c)(2)(B)  of  the  Housing  and  Urban  Development  Act  of 
1968  as  amended. 

Mr.  Cuomo.  Mr.  Chairman — and  we  will  check  further — that  it 
is  administered  by  Public  and  Indian  Housing.  Two  funding  rounds 
are  planned  and  an  award  for  $10  million  is  expected  to  be  made 
by  the  end  of  this  fiscal  year,  and  once  that  first  round  is  evalu- 
ated, the  remaining  $10  million  will  be  put  out  for  competition. 

Mr.  Stokes.  Okay. 

Mr.  Cuomo.  But  we  will  check. 

Mr.  Stokes.  If  you  will  check  on  that  and  then  expand  on  it  for 
the  record  for  us.  We  have  a  few  other  questions  which  we  will  also 
submit  and  ask  you  to  give  us  good  answers  to  them  for  the  record. 

[The  information  follows:] 

Public  Housing  Youth  Apprenticeship  Program 

The  1994  Appropriations  Act  provided  $10  million  for  the  Youth  Apprenticeship 

program,  of  which  $250,000  will  be  used  for  evaluation  activities.  Funding  for  this 

program  will  be  limited  to  those  Public  Housing  Agencies  that  have  been  awarded 

a  grant  under  the  HOPE  VI  program.  We  are  planning  to  announce  these  non-com- 
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petitive  awards  by  August  1994.  Reservations  of  the  funds  are  expected  by  Septem- 
ber 30,  1994.  Obligation  of  the  funds  will  occur  during  1995. 

Mr.  Stokes.  Mr.  Lewis  anything  further? 

SHIFT  OF  LIFT  FROM  CDBG 

Mr.  Lewis.  Yes,  Mr.  Chairman.  I  have  a  couple  of  questions. 

Do  you  have  some  idea  as  to  where  that  $200  million  for  LIFT 
might  come  from? 

Mr.  Cuomo.  Herb,  have  you  spoken  about  where  the  $200  million 
might  come  from? 

Mr.  PERSIL.  Mr.  Lewis,  there  is  under  consideration  at  this  time 
a  budget  amendment  which  would  provide  that  the  $200  million 
would  come  from  another  account,  specifically  the  annual  contribu- 
tions account,  so  there  would  be  a  budget  neutral  effect. 

Mr.  Lewis.  You  don't  see  it  as  an  add-on  and  you  are  going  to 
submit  an  amendment  that  would  cause  you  essentially  to  des- 
ignate where  it  would  come  from  rather  than  having  us  try  to  eat 
it? 

Mr.  PERSIL.  Yes,  sir.  The  amendment  proposal  will  have  a  spe- 
cific recommendation  on  where  the  $200  million  will  come  from. 

ASSISTANCE  TO  HISPANIC  INSTITUTIONS 

Mr.  Lewis.  Thank  you.  The  Chairman  also  referred  to  a  program 
that  affected  the  historically  black  colleges  and  universities  and 
relative  to  CDBG,  and  that  raised  a  question  of  interest  to  me  and 
especially  to  southern  California  that  involves  the  Hispanic  serving 
institutions. 

HSIs  have  been  in  the  authorizing  process  for  some  time.  Last 
year's  process  authorized  some  $45  million  for  HSIs  and  yet  there 
has  never  been  any  funding.  The  President  recently  put  forth  a 
statement  regarding  his  position  of  support  and  intention  to  move 
forward  relative  to  HSIs. 

Do  you  have  any  proposals  or  thoughts  about  Hispanic  serving 
institutions  and  their  funding? 

Mr.  CUOMO.  I  don't  believe  we  have  any  specific  proposals,  Con- 
gressman. We  are  surveying  the  schools 

Mr.  Angel  [continuing].  To  find  out  the  number  of  Hispanic  in- 
stitutions that  are  out  there. 

Mr.  Lewis.  I  must  say  that  this  kind  of  surveying  has  gone  on 
for  some  time  over  a  period  of  time.  I  am  familiar  with  schools  in 
my  own  region  that  have  been  parts  of  such  surveys. 

As  the  President  indicated  in  his  own  rather  strongly  worded  po- 
sition of  expressing  concern  in  his  report,  this  may  be  the  year  for 
us  to  move  forward  relative  to  appropriations  that  is  beyond  the  lip 
service  of  that  authorization  process  that  we  have  experienced  in 
the  past. 

Surveys  are  helpful,  but  we  know  those  institutions  exist.  They 
have  need  and  I  would  be  very  interested  in  your  recommendations 
in  that  connection  as  we  go  forward  in  this  process.  Thank  you. 

[The  information  follows:] 

Hispanic  Serving  Institutions 

The  Department  has  been  meeting  with  representatives  from  a  number  of  univer- 
sities and  associations  of  universities  to  learn  what  HUD  can  do  to  build  collabo- 
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rative,  mutually  beneficial  relationships.  HUD  was  undertaken  these  and  other  ac- 
tivities to  forge  stronger  bonds  with  the  university  community  and  encourage  uni- 
versity partnerships  with  distressed  communities.  The  Secretary  has  just  estab- 
lished a  new  Office  of  University  Initiatives  to  take  the  lead  on  this  important  ef- 
fort. The  primary  objectives  of  HUD's  university  initiatives  are  to: 

Strengthen  ties  to  university  research  and  scholars  to  help  understand  urban 
problems  and  devise  strategies  to  resolve  them; 

Support  universities'  mission  to  train  the  next  generation  of  urban  scholars  and 
community  planners,  and  then  attract  some  of  them  to  public  service;  and 

Encourage  universities  to  become  engaged  in  the  revitalization  of  their  own  com- 
munities. 

In  carrying  out  these  initiatives,  the  Department  has  and  will  continue  to  reach 
out  to  institutions  serving  minority  populations,  including  Hispanics.  We  believe 
these  initiatives  will  go  a  long  way  revitalizing  communities  and  improving  the  fives 
of  people  in  those  communities. 

INVESTIGATION  BY  60  MINUTES  PROGRAM 

Mr.  Lewis.  In  mid-December  1993,  there  was  a  major  discussion 
in  one  of  the  more  popular  programs  that  deals  with  sensational 
issues.  It  is  a  program  I  recommend  to  my  colleagues  never  to  go 
on,  60  Minutes.  At  any  rate,  the  segment  featured  program  director 
Carol  Fennell  reviewing  videotapes  of  beds  being  sold,  bodies  being 
turned  out  of  cots  or  traded  for  cots,  and  drug  and  alcohol  sales  by 
CCNV  staff.  It  also  featured  former  residents  of  a  shelter  who 
claim  that  such  abuses  were  well  known  to  the  Community  for  Cre- 
ative Non- Violence,  not  only  its  staff  in  general,  but  its  director 
and  that,  on  balance,  CCNV  programs  perpetuated  homelessness 
rather  than  helping  to  serve  the  less  fortunate  in  the  D.C.  commu- 
nity. 

Within  days  of  that  expose,  we  received  notification  that  HUD 
was  expanding  funding  for  CCNV  to  improve  outreach.  A  grant  of 
some  $51,000-plus  dollars  was  awarded,  which  provided  a  new  mo- 
bile van  and  a  couple  of  mobile  telephones. 

I  support  HUD's  effort  to  increase  outreach  for  D.C.'s  homeless, 
especially  in  the  winter  months,  and  yet  I  was  struck  by  the  coinci- 
dence of  your  letter  and  the  60  Minutes  investigation.  Was  there 
any  link? 

Mr.  Cuomo.  There  is  no  linkage,  Congressman,  either  way.  Ei- 
ther way,  we  didn't  take  the  60  Minutes  program — which  I,  for  the 
record,  didn't  see  myself — we  didn't  take  it  as  an  endorsement  for 
the  program.  It  was  not  the  reason  we  made  the  funding,  it  cer- 
tainly wasn't  a  reason  to  withhold  the  funding.  Carol  Fennell  has 
a  long  and  stellar  reputation  in  the  field  as  an  advocate  for  the 
homeless  as  far  as  the  specific  operations  of  CCNV.  I  don't  have  the 
level  of  knowledge  necessary  to  make  an  intelligent  response  as  far 
as  the  content  of  the  program. 

Mr.  Lewis.  Let  me  be  more  specific.  How  much  HUD  funding 
flows  through  the  Community  for  Creative  Non-Violence. 

Mr.  Cuomo.  I  believe  that  is  the  only  grant.  If  there  are  any,  I 
will  check.  That  is  part  of  something  called  the  D.C.  Initiative 
which  is  a  partnership  between  HUD  and  the  District  of  Columbia. 
So  those  grant  awards  were  made  jointly  by  HUD  and  the  District 
Government  in  the  D.C.  Initiative  partnership. 

[The  information  follows:] 
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Funding  for  Community  for  Creative  Non-Violence 

During  the  cold  winter  months,  Community  Partnership,  the  D.C.  Initiative  "net 
entity,"  received  funding  to  purchase  a  van  and  mobile  home  that  would  be  used 
by  the  Community  for  Creative  Non-Violence  (CCNV),  in  coordination  with  other  ex- 
panded outreach  efforts  with  numerous  nonprofit  organizations.  Recently,  we  award- 
ed $36,000  to  CCNV  for  3  months  of  operating  funds  to  both  supplement  similar 
assistance  it  receives  from  the  District  government,  and  allow  CCNV  time  to  seek 
additional  funding.  As  a  condition  of  funding,  CCNV  will  move  toward  implementa- 
tion of  a  case  management  plan  for  all  residents  in  coordination  with  other  agencies, 
thereby  becoming  an  integral  piece  within  the  District's  continuum  of  care  system. 

EMPOWERMENT  ZONES 

Mr.  Lewis.  Thank  you.  I  appreciate  that  and  I  understand  the 
response  as  well. 

In  my  heart,  I  want  to  believe  that  this  Administration's  $500 
million  commitment  for  empowerment  zones  and  enterprise  com- 
munities is  the  answer  in  promoting  urban  renewal.  My  head,  how- 
ever, tells  me  that  the  Federal  Government  has  been  down  this 
road  on  a  number  of  occasions:  Model  cities,  urban  development, 
action  grants,  et  cetera. 

Do  we  have  any  guarantees  that  this  program  will  not  be  remi- 
niscent of  the  model  cities  efforts  of  the  early  1970s? 

Mr.  Cuomo.  As  far  as  a  guarantee,  Congressman,  I  wish  I  were 
in  a  position  to  offer  you  one  about  this  program  or  about  many 
other  things.  I  think  I  would  not  say  that  empowerment  zones  is 
going  down  the  same  road  as  model  cities,  et  cetera.  I  think  it  is 
the  same  basic  hope  and  expectation  to  help  poor  people  and  help 
distressed  communities,  but  it  is  much  different  vehicles  and 
means  taken  than  in  past  programs. 

One  of  the  reasons  we  are  proposing  the  $500  million  for  the 
empowerment  zones  that  we  are  proposing  here  is  that,  in  our 
opinion,  one  of  the  problems  with  past  efforts  was  that  they  were 
too  diffuse,  two  diverse.  They  started  out  with  a  comprehensive  tar- 
geted strategy  which,  by  the  time  it  was  finished,  was  all  across 
the  Nation  and  everybody  got  $1.98  and  nobody  got  anything. 

This  proposal  in  empowerment  zones,  the  Title  XX  money,  com- 
bined with  this  money,  would  allow  a  locality  to  come  up  with  a 
truly  comprehensive  strategy  that  would  do  it  right,  do  what  they 
need  to  really  turn  the  neighborhood  around — physical  side,  human 
development  side,  economic  side — and  then  provide  the  resources 
necessary  to  implement  the  plan  which,  in  my  opinion,  not  speak- 
ing for  the  Department,  I  don't  think  has  ever  happened  before. 

Mr.  Lewis.  I  gather — as  originally  designed,  it  was  proposed  that 
there  be  as  many  as  50  empowerment  zones.  This  proposal  would 
reduce  that  down  to  six.  From  there,  some  65  communities  could 
receive  enterprise  funding,  so  you  are  suggesting,  at  least  experi- 
mentally, you  will  go  to  six  zones? 

Mr.  Cuomo.  I  believe  this  is  an  attempt,  Congressman,  to  match 
the  available  resources  with  the  need.  We  understand,  as  a  condi- 
tion precedent,  that  the  level  of  resources  to  truly  turn  around  a 
distressed  community  is  significant,  to  do  it  right,  to  do  it  com- 
prehensively, not  to  replicate  the  past  mistakes. 

The  level  of  funding  in  our  opinion  allowed  HUD  to  do  the  six 
urban  empowerment  zones  and  65  enterprise  communities  with  the 
different  levels  of  funding,  but  the  empowerment  zones  would  have 
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$100  million.  The  urban  empowerment  zones  would  have  $100  mil- 
lion in  Title  XX  funds  through  HHS,  and  50  million  if  this  legisla- 
tion is  passed,  for  a  total  of  $150  million  per  zone  for  that  com- 
prehensive revitalization  matched  by  city-state-private  funding. 

Mr.  Lewis.  All  right.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  I  think  one  of  the  problems  with  model  cities,  was 
you  had  150  model  cities  and  you  didn't  have  the  ability  or  the 
built-in  mechanism  to  be  able  to  have  a  concentrated  type  of  a  pro- 
gram with  150  cities.  Whereas,  I  think  with  this  approach  now, 
makes  it  much  better  in  terms  of  being  able  to  control  the  program 
to  concentrate  on  eliminating  some  of  the  problems  related  to 
model  cities. 

Mr.  Lewis.  Even  the  initial  proposal  of  50  that  was  in  this  pro- 
gram was  too  broad  to  make  sense,  I  tend  to  agree  with  that. 

Mr.  Stokes.  Originally,  yes. 

Mr.  Cuomo,  I  appreciate  your  appearance.  Mr.  Williams,  I  appre- 
ciate having  you  here  also.  You  have  given  us  good  testimony.  We 
appreciate  it. 

Mr.  Cuomo.  Thank  you,  sir. 

Mr.  Stokes.  We  will  resume  at  2:00  p.m.  this  afternoon. 
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Mr.  Thornton  [presiding].  The  hearing  will  come  to  order. 

We  are  continuing  hearings  on  HUD  and  we  have  this  afternoon, 
Mr.  Michael  Stegman,  who  is  the  Assistant  Secretary  for  Policy  De- 
velopment and  Research  for  the  Department  of  Housing  and  Urban 
Development. 

Mr.  Stegman,  welcome  to  the  committee.  We  know  your  associ- 
ates here.  We  want  to  welcome  them  also  and  invite  their  partici- 
pation as  you  may  choose.  Your  entire  statement  will  be  made  a 
part  of  the  record,  and  I  would  like  to  invite  you  to  proceed  as  you 
may  choose. 

PD&R  BUDGET  OBJECTIVES 

Mr.  Stegman.  Thank  you  very  much,  Mr.  Thornton.  If  I  might, 
since  this  is  my  first  time  before  the  committee,  I  have  prepared 
an  abbreviated  statement  that  lays  out  the  objectives  of  the  Office 
of  Policy  and  Development  and  Research. 

I  am  pleased  to  appear  before  you  today  to  discuss  the  Depart- 
ment's Research  and  Technology  Program.  PD&R's  budget  submis- 
sion for  fiscal  year  1995  requests  $40  million  for  research  and  tech- 
nology and  119  full-time  staff  equivalents. 

When  I  accepted  the  job  as  Assistant  Secretary  for  Policy  Devel- 
opment and  Research,  it  was  because  I  had  a  long  history  of  uni- 
versity-based research  and  analysis  on  housing  and  urban  issues 
and  a  vision  for  reshaping  HUD's  research  program  and  agenda  to 
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make  it  a  more  effective  tool  for  policy  development.  I  want  to  de- 
scribe how  I  am  reinventing  the  research  program  so  that  you  will 
better  understand  our  budget  request. 

RESEARCH  AGENDA  AND  MAJOR  POLICY  ISSUES 

Several  fundamental  principles  guide  our  research  at  HUD.  They 
are  first,  that  PD&R's  research  must  address  the  major  policy 
questions  raised  by  President  Clinton's  and  Secretary  Cisneros'  pol- 
icy agenda.  PD&R's  research  agenda  is  explicitly  designed  to  sup- 
port and  advance  the  Secretary's  six  policy  priorities.  To  that  end, 
we  are  structuring  research  and  evaluation  projects  that  cut  across 
narrow  HUD  program  definitions  and,  in  some  cases,  we  are  look- 
ing beyond  specific  HUD  programs  to  address  broader  issues  of 
housing  and  community  development  and  response  to  the  Adminis- 
tration's and  Secretary's  ambitious  community  investment  agenda. 

LEADERSHIP  IN  EVALUATIONS 

Second,  PD&R  must  play  a  leadership  role  in  investing  in  seri- 
ous, long-term  evaluations  that  provide  important  answers  to 
major  policy  questions.  The  Department's  major  initiatives — com- 
munity transformation,  economic  lift,  the  expansion  of  housing 
market  opportunities — are  ambitious  and  difficult  and  they  will 
take  time  for  the  impacts  to  be  fully  felt  in  the  community. 

If  we  want  to  learn  what  works  in  these  important  areas,  we 
must  invest  in  long-term  evaluations  that  systematically  measure 
outcomes,  that  is,  the  differences  our  programs  make  in  people's 
lives  over  an  extended  period. 

This  year,  we  are  designing  and  will  begin  multiyear  funding  of 
a  series  of  major  long-term  evaluations  of  the  Moving  to  Oppor- 
tunity demonstration,  the  HOPE  VI  urban  revitalization  dem- 
onstration, and  the  job  generating  potential  of  Section  3  enforce- 
ment. Through  these  important  demonstrations  and  evaluations,  I 
hope  to  restore  PD&R's  reputation  as  a  leader  in  the  rigorous  and 
systematic  assessment  of  housing  and  community  development  pol- 
icy initiatives  at  the  same  time  we  use  interim  results  from  these 
important  efforts  to  help  the  Department  make  mid-course  correc- 
tions and  fine  tune  these  important  programs. 

PROVIDING  RELIABLE  INFORMATION 

Third,  PD&R  must  deliver  research  that  informs  today's  urgent 
policy  and  program  issues.  PD&R  must  provide  the  administration, 
Congress,  and  the  Nation  as  a  whole  with  the  most  reliable  infor- 
mation available  about  today's  urgent  policy  and  programmatic 
questions. 

BUILDING  AND  MAINTAINING  DATABASE  FOR  RESEARCH 

Fourth,  PD&R's  responsibility  is  to  help  build  and  maintain  data 
systems  that  will  answer  basic  questions  about  housing  markets 
and  about  HUD  programs  and  beneficiaries.  We  collect,  maintain, 
and  widely  disseminate  reliable  data  about  U.S.  housing  markets 
and  about  HUD  programs.  Since  the  early  1970s,  a  major  portion 
of  our  budget  has  been  devoted  to  the  American  Housing  Survey 
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which,  among  other  priority  uses,  forms  the  basis  for  HUD's  com- 
putation of  fair  market  rents  for  our  Section  8  program. 

I  want  to  democratize  this  excellent  database  by  making  it  even 
more  widely  available  and  accessible  to  industry,  advocates,  and  re- 
searchers across  the  country.  We  plan  to  make  available  other 
databases  as  well,  including  those  produced  under  the  Home  Mort- 
gage Disclosure  Act,  the  multifamily  tenant  characteristics  system, 
and  the  low-income  housing  tax  credit. 

PD&R  is  also  helping  to  improve  the  quality  of  the  data  HUD 
collects  on  its  own  programs,  particularly  regarding  assisted  hous- 
ing projects  and  households  to  keep  us  well  informed  about  how 
HUD  programs  work,  how  much  they  cost,  and  who  they  serve. 

FORMING  PARTNERSHIPS  TO  BROADEN  RESEARCH 

Fifth  and  finally,  PD&R  must  reach  out  to  form  new  partner- 
ships in  housing  and  community  development  research.  I  want  to 
open  our  doors  and  our  minds  to  all  intellectual  resources  by  form- 
ing active  partnerships  with  researchers,  practitioners,  advocates, 
industry  groups,  and  foundations. 

These  partnerships  will  not  only  broaden  the  range  of 
prospectives  and  approaches  reflected  in  PD&R's  research,  but  in 
some  cases,  enable  us  to  leverage  our  limited  resources. 

Thank  you,  Mr.  Chairman.  I  will  be  glad  to  answer  any  ques- 
tions. 

[The  information  follows:] 
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STATEMENT  OF  MICHAEL  A.  STEGMAN 
ASSISTANT  SECRETARY  FOR  POLICY  DEVELOPMENT 

AND  RESEARCH 
DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BEFORE  THE  SUBCOMMITTEE  ON  VA,  HUD,  AND  INDEPENDENT  AGENCIES 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

APRIL  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the 
Department's  Research  and  Technology  program.   PD&R's  budget 
submission  requests  $40  million  for  research  and  technology  and 
119  full  time  staff  equivalents. 

It  is  a  special  pleasure  for  me  to  be  here  today,  because 
this  is  my  first  appearance  before  the  subcommittee.   When  I 
accepted  the  job  as  Assistant  Secretary  for  Policy  Development 
and  Research,  it  was  because  I  had  a  long  history  of  research  and 
analysis  on  housing  and  urban  issues  and  a  vision  for  reshaping 
HUD's  research  program  and  agenda  to  make  it  an  effective  tool 
for  policy  development.   I  want  to  describe  how  I  am 
"reinventing"  the  research  program  so  that  you  will  better 
understand  our  FY  1995  budget  request. 


213 


2 
PD&R's  primary  mission  is  to  provide  reliable  and  objective 
data  and  analysis  to  inform  policy  decisions  —  today  and  in  the 
future.   To  advance  this  mission,  we  are  conducting  research  that 
provides  definitive  answers  to  questions  about  what  programs  work 
and  how  they  can  be  made  to  work  better.   And  we  are  committed  to 
genuine  openness  and  collaboration  with  other  institutions  and 
individuals  involved  in  housing  and  community  development 
research. 

I'd  like  to  discuss  several  fundamental  principles  that 
guide  our  approach  to  research  at  HUD. 

PD&R's  research  must  address  the  major  policy  questions  raised  by 
President  Clinton's  and  Secretary  Cisneros'  policy  agenda. 

PD&R  cannot  afford  to  conduct  research  solely  for  the  sake 

of  knowledge.   The  work  we  do  must  inform  policy  makers  and 

influence  policy  decisions  —  today  and  in  the  future. 

Therefore,  PD&R's  research  agenda  is  explicitly  designed  to 

support  and  advance  the  Secretary's  six  policy  priorities,  and  to 

anticipate  critical  information  and  analysis  needs  of  the 

Department  as  it  works  to  advance  those  priorities. 

In  the  past,  many  PD&R  studies  were  designed  with  a  fairly 
narrow  programmatic  focus.   As  programs  changed  or  their  rules 
evolved,  the  relevance  of  these  studies  declined.   Today,  we  are 
structuring  research  projects  that  cut  across  narrow  program 
definitions  to  gain  lasting  insights  on  critical  policy  issues  in 
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housing  and  community  development.   In  some  cases,  this  also 
means  looking  beyond  specific  HUD  programs,  to  address  broader 
issues  of  housing  and  urban  development,  including  those  that  may 
be  looming  immediately  over  the  horizon. 

For  example,  this  year  we  are  entering  into  a  partnership 
with  the  American  Planning  Association  (APA)  to  conduct  a 
thorough-going  reassessment  of  state  and  local  laws  governing 
urban  land  use  and  development.   We  are  engaged  in  a  similar 
partnership  with  the  National  Association  of  Homebuilders  to 
explore  building  materials  and  technologies  that  offer  affordable 
alternatives  to  lumber  in  housing  construction.   And  we  are 
taking  the  lead  for  the  Department  and  the  Administration  in  the 
preparation  of  the  biennial  Urban  Policy  Report,  which  will 
present  a  clear  and  comprehensive  picture  of  the  state  of  urban 
America  and  what  policies  are  needed  to  restore  its  health  and 
vitality.   All  of  these  are  examples  of  research  that  looks 
beyond  the  immediate  boundaries  of  HUD  programs  to  focus  on  major 
questions  posed  by  the  Administration's  and  the  Secretary's 
ambitious  urban  policy  agenda. 

PD&R  must  play  a  leadership  role  by  investing  in  serious,  long- 
term  evaluations  that  provide  definitive  answers  to  major  policy 
Questions. 

All  of  the  Department's  major  initiatives  have  ambitious 

goals  that  extend  far  beyond  the  provision  of  decent  and 

affordable  shelter.   Community  transformation,  economic  lift,  and 
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the  expansion  of  housing  market  opportunities  all  take  a  long 
time  to  realize.   If  we  are  ever  going  to  find  out  "what  works" 
in  these  important  areas,  we  must  invest  in  long-term  evaluations 
that  systematically  measure  outcomes  over  an  extended  period. 

It  has  been  many  years  since  HUD  has  invested  in  serious 
research  demonstrations  to  test  new  policy  directions,  or  in 
long-term  evaluations  that  provide  definitive  answers  about  the 
impacts  of  programs  in  place.   This  year,  we  are  starting  the 
difficult  process  of  designing  and  funding  major,  long-term 
evaluations  of  the  Moving  to  Opportunity  Demonstration,  the  HOPE 
VI  Urban  Revitalization  Demonstration,  urban  Empowerment  Zones 
and  Enterprise  Communities,  and  the  job  generating  potential  of 
Section  3  enforcement.   Through  these  evaluations  (which  I 
discuss  further  in  more  detail  below),  I  hope  to  restore  PD&R's 
reputation  as  a  leader  in  the  rigorous  and  systematic  assessment 
of  major  housing  and  community  development  policy  initiatives. 

PD&R  must  deliver  research  that  informs  urgent  policy  and  program 
issues  today. 

At  the  same  time  that  we  invest  in  long-term  research  and 
analysis,  PD&R  has  a  responsibility  to  provide  the 
Administration,  Congress,  and  the  Nation  as  a  whole  with  the  most 
reliable  information  available  about  today's   urgent  policy  and 
programmatic  questions. 

This  means  that  when  information  is  needed  in  the  short-term 
for  program  start-up  or  mid-course  corrections,  we  must  structure 
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studies  that  can  deliver  results  at  the  time  they  can  be  most 
useful.   In  recent  years,  this  basic  principle  has  often  been 
overlooked,  and  although  evaluations  did  not  last  long  enough  to 
provide  definitive  measures  of  program  outcomes,  they  also  were 
not  completed  quickly  enough  to  provide  reliable  answers  to 
urgent  policy  questions. 

I  am  committed  to  the  flexibility  it  takes  —  in  planning 
and  scheduling  research  projects  as  well  as  in  data  collection 
and  analysis  methods  —  to  provide  this  kind  of  responsive 
feedback  to  program  decision  makers.   In  many  cases,  we  do  not 
need,  and  cannot  afford,  the  same  level  of  national  sampling  and 
structured  data  collection  that  we  require  for  a  definitive, 
long-term  evaluation.   This  is  especially  true  if  developing  and 
implementing  such  a  methodology  means  that  we  don't  get  answers 
in  time  to  inform  policy  and  program  decisions. 

Another  way  that  research  can  serve  the  policy  development 
process  in  the  immediate  short-term  is  by  exploiting  recently 
completed  and  ongoing  research  as  policy  issues  arise. 
Therefore,  PD&R  is  hosting  a  wide  variety  of  issue-oriented 
roundtables,  attended  by  recognized  experts,  advocates,  and 
practitioners  in  housing  and  urban  development.   In  the  past 
year,  we  have  held  roundtables  on  the  Moving  to  Opportunity 
demonstration,  community  based  job  development  and  employment 
training,  neighborhood  transformation  and  community  empowerment, 
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crime  prevention  in  public  housing,  metropolitan  governance, ' pre- 
purchase  housing  counseling,  the  role  of  housing  in  the  larger 
economy,  pension  fund  investment  in  housing,  and  methods  for 
measuring  customer  satisfaction  and  quality  of  service  in  HUD 
programs.    Roundtables  such  as  these  provide  the  Department's 
decision  makers  with  the  opportunity  to  learn  about  the  state-of- 
the-art  on  issues  of  immediate  policy  concern. 

PD&R  has  a  responsibility  to  build  and  maintain  data  systems  that 
will  answer  basic  questions  about  housing  markets  and  about  HUD 
programs  and  beneficiaries. 

Another  way  PD&R  delivers  quick-turnaround  information  and 

analysis  is  by  maintaining  reliable  data  about  U.S.  housing 

markets  and  about  HUD  programs.   Since  the  early  1970s,  a  major 

portion  of  PD&R's  budget  has  been  devoted  to  the  American  Housing 

Survey  (AHS) ,  which  provides  a  wealth  of  information  on  housing 

conditions  and  needs.   I  am  extremely  proud  of  PD&R's  role  in 

developing  and  sustaining  this  critical  data  base,  and  I  am 

working  to  make  it  more  widely  available  and  accessible  to 

industry,  advocates,  and  researchers  around  the  country. 

Unfortunately,  one  of  HUD's  major  weaknesses  for  many  years 
has  been  the  poor  quality  of  data  on  its  own  programs, 
particularly  regarding  assisted  housing  projects  and  households. 
The  Department  has  made  significant  progress  in  this  area  over 
the  last  several  years,  and  PD&R  has  played  a  major  role  in  the 
design,  management,  and  analysis  of  program  data.   This  is  not  a 
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very  glamorous  way  to  invest  scarce  research  resources,  but  ' 
reliable  program  data  bases  are  absolutely  essential,  if  we  are 
to  remain  informed  about  how  HUD  programs  work,  how  much  they 
cost,  and  who  they  serve. 

Both  the  National  Performance  Review  and  HUD's  own 
"Reinventing"  effort  argue  for  less  regulation  of  process,  and 
greater  emphasis  on  results.   But  it  would  be  foolhardy  to 
deregulate  the  process  if  there  is  no  way  to  measure  and  monitor 
results.   Therefore,  I  am  committed  to  investing  the  necessary 
time  and  resources  in  the  development  of  critical  performance 
monitoring  systems  for  the  Department's  major  program  areas.   In 
addition,  we  are  actively  involved  in  the  design  of  surveys  that 
assess  the  satisfaction  of  HUD  customers  with  the  services  they 
receive  from  the  Department. 

But  PD&R  also  has  a  critical  role  to  play  in  ensuring  that 
our  data  are  of  use  to  others  outside  HUD.   This  year  we  have 
begun  to  reclaim  our  position  as  not  only  a  producer  but  a 
disseminator  of  critical  information  that  can  educate  the  public 
and  facilitate  research  by  others.   In  February  we  issued  the 
first  of  what  will  be  quarterly  reports  on  housing  markets 
conditions.    This  report  synthesizes,  for  the  first  time  in  one 
document,  all  the  relevant  information  on  housing  market 
conditions  and  trends  —  housing  starts,  units  under 
construction,  completions,  new  and  existing  home  sales,  plus 
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historical  data,  and  more.   We  hope  that  these  reports  will  spark 
a  renewed  interest  in  housing  market  conditions  and  in  local  and 
national  initiatives  to  address  housing  market  problems. 

In  addition  to  publishing  analytic  reports  of  this  nature,  I 
am  interested  in  "democratizing"  basic  data  systems  —  making 
them  available  to  other  researchers,  as  well  as  to  localities, 
advocates,  and  industry  —  so  that  they  can  be  fully  exploited 
for  analytical  and  policy  purposes.   PD&R  cannot  expect  to 
conduct  all  of  the  research  that  is  needed  today  at  local,  state, 
and  federal  levels.   And  the  debate  over  policies  and  programs  is 
enhanced  when  more  of  the  participants  have  access  too  basic 
information. 

Therefore,  we  plan  to  make  widely  available  data  bases 
produced  under  the  Home  Mortgage  Disclosure  Act,  the  American 
Housing  Survey,  the  Multifamily  Tenant  Characteristics  System, 
and  the  Low-Income  Tax  Credit.   This  information  will  be 
available  on-line  and  on  disks,  making  access  easy.   With  these 
rich  data  sources,  local  governments,  industry,  and  advocacy 
groups  will  be  much  better  equipped  to  shape  local  consolidated 
plans,  housing  and  community  development  programs,  and  even 
private  investment  for  their  communities. 


PD&R  must  reach  out  to  form  new  partnerships  in  housing  and 
community  development  research. 

During  the  1980s,  the  process  of  designing,  conducting,  and 
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reviewing  HUD  research  projects  became  closed,  and  almost 
secretive.   Although  there  are  indeed  some  important  areas  in 
which  confidentiality  must  be  maintained,  PD&R  went  too  far  in 
this  direction,  isolating  research  from  the  wealth  of  ideas  and 
experience  outside  the  HUD  building. 

I  am  working  to  reopen  our  doors  and  our  minds  to  take  full 
advantage  of  all  the  available  intellectual  resources  by  forming 
active  partnerships  with  researchers,  practitioners,  advocates, 
industry  groups,  and  foundations.   These  partnerships  allow  us  to 
incorporate  a  greater  diversity  of  perspectives,  methods,  and 
researchers  into  HUD  studies.   And,  in  some  cases,  they  enable  us 
to  leverage  our  limited  resources  by  collaborating  with  other 
federal  agencies,  foundations,  universities,  and  others  to 
address  common  interests. 

By  opening  up  the  research  process,  I  hope  to  broaden  the 
range  of  perspectives  and  approaches  reflected  in  PD&R's 
research.   In  particular,  it  is  essential  that  the  views  and 
priorities  of  HUD's  customers  are  directly  incorporated  into  our 
research  methods  and  findings.   Moreover,  I  am  making  a  concerted 
effort  to  procure  research  from  a  greater  variety  of  individuals 
and  organizations,  and  to  involve  practitioners  and  advocates  in 
the  design  and  implementation  of  our  studies.   We  seek  nothing 
less  than  having  the  best  minds  in  America  thinking  about  the 
Nation's  urgent  housing  and  development  needs  of  our  communities. 


221 


10 
These  principles  make  PD&R  an  essential  part  of  HUD's  policy 
making  process.   Because  we  keep  our  eyes  on  the  policy  horizon, 
we  have  been  able  to  lead  in  Departmental  efforts  to  develop  new 
programs  and  policies.   And  because  our  research  directly 
addresses  the  Secretary's  policy  priorities,  we  are  helping  to 
fulfill  the  commitments  that  President  Clinton  has  made  to  urban 
America. 

I  would  like  to  illustrate  the  impacts  of  these  guiding 
principles  on  PD&R's  research  agenda  by  describing  some  of  the 
major  projects  we  are  conducting  in  FY  1994  and  planning  for  FY 
1995,  and  their  role  in  the  Department's  policy  development 
process. 

Moving  to  Opportunity  Demonstration 

The  Secretary  has  made  a  commitment  to  opening  up  housing 
markets  to  full  and  free  participation  by  minorities.   One  of 
several  initiatives  to  advance  this  goal  is  the.  Moving  to 
Opportunity  for  Fair  Housing  Demonstration  (MTO) .   MTO  enables 
public  and  assisted  housing  residents  in  high-poverty 
neighborhoods  to  move  to  low-poverty  neighborhoods  anywhere  in 
their  metropolitan  area.   PD&R  has  worked  closely  with  program 
office  staff  to  design  and  implement  this  demonstration,  so  that 
it  will  yield  definitive  measures  of  the  impacts  of  neighborhood 
on  the  educational,  employment,  and  housing  outcomes  of  poor 
families. 
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Because  none  of  MTO's  impacts  will  happen  overnight,  we  are 
investing  in  an  evaluation  strategy  with  a  ten-year  time  horizon. 
And  because  the  policy  questions  at  stake  are  so  critical,  we 
have  developed  a  carefully  controlled  experimental  design.   MTO 
represents  the  first  rigorous  and  long-term  research 
demonstration  that  PD&R  has  conducted  since  the  Experimental 
Housing  Allowance  study  of  the  1970s. 

During  the  last  year,  we  have  reached  out  to  the  nation's 
most  experienced  academics  and  practitioners  in  this  field  to 
obtain  advice  and  guidance  on  the  demonstration's  design  and 
implementation.   And  we  expect  to  continue  this  consultative 
process  as  the  demonstration  gets  underway  in  the  months  ahead. 
Our  evaluation  strategy  for  Moving  to  Opportunity  has  also  been 
designed  to  include  the  participation  of  "non-traditional" 
researchers  and  research  methods.   Particularly  during  the  first 
two  years  of  the  demonstration,  we  expect  to  provide  small  grants 
and  contracts  for  focused,  local  studies  of  the  challenges  and 
opportunities  families  face  as  they  make  the  adjustment  from 
public  and  assisted  housing  projects  in  high-poverty 
neighborhoods  to  private  housing  in  low-poverty  communities. 

HOPE  VI  Urban  Revitalization  Demonstration 

The  Secretary  has  pledged  to  change  the  face  of  public 
housing,  making  it  an  asset  to  the  communities  in  which  it  is 
located.   The  HOPE  VI  program  is  Department's  primary  tool  for 
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transforming  the  nation's  most  severely  distressed  public  housing 
projects.   PD&R  is  actively  involved  in  the  Departmental  team 
that  is  working  to  implement  HOPE  VI,  and  has  developed  an 
innovative  evaluation  strategy  to  document  the  impacts  of  HOPE  VI 
over  the  long-term. 

I'd  like  to  call  your  attention  to  two  key  features  of  our 
evaluation  strategy.   First,  we  are  employing  a  "bottom-up" 
strategy  for  evaluation,  rather  than  the  more  traditional  "top- 
down"  approach.   Specifically,  we  expect  to  fund  local  evaluation 
teams  at  as  many  as  15  of  the  HOPE  VI  sites,  who  will  work  with 
housing  authority  staff  and  residents  to  define  meaningful 
measures  of  program  accomplishments  and  eventual  outcomes.   Thus, 
over  time,  each  site's  performance  will  be  measured  against 
objective  criteria  that  have  been  set  locally  —  criteria  that 
are  therefore  relevant  to  local  circumstances,  priorities,  and 
goals.   We  believe  that  this  is  the  right  way  to  judge 
performance  under  a  locally  controlled  program  such  as  HOPE  VI, 
and  that  if  the  participating  PHAs  have  helped  develop  the 
performance  measures  against  which  they  will  be  evaluated  they 
will  have  a  stronger  interest  in  collecting  and  maintaining  the 
necessary  data  over  time. 

The  second  key  feature  of  our  HOPE  VI  evaluation  strategy  is 
that  we  have  divided  the  project  as  a  whole  into  several 
component  parts.   This  provides  PD&R  with  greater  control  and 


224 


13 
flexibility  than  if  we  designed  and  funded  the  whole  evaluation 
in  one  piece,  and  it  enables  us  to  spread  the  costs  of  data 
collection  and  analysis  over  a  ten-year  period.   We  expect  to 
complete  a  baseline  data  collection  and  analysis  within  the  next 
year,  and  will  then  conduct  interim  and  final  impact  evaluations 
at  five-year  intervals. 

Creating  Jobs  in  Public  Housing 

The  Administration  has  made  welfare  reform  one  of  its  major 
goals.   Beginning  in  FY  1995,  we  hope  to  undertake  a  major  new 
demonstration  that  will  make  a  significant  contribution  to 
welfare  reform.   Specifically,  we  plan  to  capitalize  on  the  job 
training  and  employment  opportunities  created  as  a  result  of  the 
Department's  aggressive  enforcement  of  Section  3.   This  section 
of  the  1968  Act  requires  that  recipients  of  HUD  funding  make 
their  best  efforts  to  ensure  that  employment  and  training 
opportunities  benefit  the  low-income  residents  of  these  projects 
and  their  surrounding  neighborhoods. 

We  believe  that  the  potential  benefits  of  Section  3  go  far 
beyond  HUD's  programs,  and  can  play  a  significant  role  in  welfare 
reform  by  providing  a  major  source  of  jobs,  which  are,  in  effect, 
targeted  to  welfare  dependent  families.   Therefore,  in 
partnership  with  the  Rockefeller  Foundation  and  the  Manpower 
Demonstration  and  Research  Corporation  (MDRC) ,  we  are  currently 
exploring  the  feasibility  of  a  major  demonstration  of  how  Section 
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3  can  be  used  to  dramatically  expand  job  opportunities  for 
welfare  dependent  families  living  in  public  housing. 


Housing  Market  Surveys 

The  largest  single  component  of  PD&R's  budget  remains  our 
Housing  Market  Surveys.   Even  at  a  requested  budget  level  of  $40 
million,  these  surveys  will  absorb  over  half  our  resources. 
Collecting  and  maintaining  the  highest  quality  data  on  housing 
market  conditions  and  trends  is,  of  course,  essential  to  the 
Department's  ability  to  anticipate  problems  and  needs,  and  to 
develop  effective  policies  and  program.   At  the  same  time, 
however,  there  is  tremendous  competition  within  PD&R  for 
resources  to  support  program  evaluations  and  other  policy 
relevant  research  initiatives,  and  we  need  to  ensure  that 
expenditures  for  housing  market  surveys  represent  efficient  use 
of  limited  funds. 

This  year  we  have  taken  a  careful  look  at  how  we  are 
spending  money  on  the  American  Housing  Survey,  and  have  made 
several  modifications  to  limit  the  growth  of  expenditures. 
Specifically,  the  AHS  will  now  produce  data  for  the  nation's  six 
largest  metropolitan  areas  from  the  national  survey,  rather  than 
conducting  individual  surveys  for  these  metropolitan  areas. 
While  this  will  require  some  sample  supplementation,  it  is  a  more 
efficient  and  less  costly  way  of  producing  the  data,  and  as  an 
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added  benefit,  it  will  provide  reports  for  these  six  largest 
metropolitan  areas  every  two  years  rather  than  once  every  four 
years. 

In  future  years,  I  plan  to  utilize  our  housing  market 
surveys  to  focus  greater  attention  on  the  supply  side  of  U.S. 
housing  markets,  and  particularly  on  how  the  private  market 
delivers  housing  to  lower  income  renters  and  homeowners.   So  much 
of  our  housing  policy  relies  upon  the  private  market  for  housing 
production,  maintenance,  and  delivery.   And  yet  we  know  very 
little  about  the  characteristics  of  rental  property  owners,  or 
about  the  financial  and  regulatory  constraints  within  which  they 
operate.   In  order  to  develop  effective  housing  policies  for  the 
remainder  of  this  century  and  beyond,  it  is  critical  that  we 
learn  more  about  property  ownership  and  housing  finance,  and  I  am 
committed  to  adapting  our  housing  market  surveys  to  address  this 
critical  information  need. 

Affordable  Housing  Production 

Historically,  PD&R  has  played  an  important  role  in  promoting 
new  technologies  for  housing  construction,  particularly  where 
significant  cost  savings  can  be  achieved  to  make  homes  more 
affordable  for  low-  and  moderate-income  families.   Over  the  last 
several  years,  budget  constraints  have  curtailed  the  scope  of 
PD&R's  technology  research.   And  unfortunately,  we  still  do  not 
have  sufficient  resources  to  expand  these  activities  as  much  as  I 
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would  like  to. 

However,  we  are  undertaking  several  important  new 
initiatives  in  the  technology  research  area,  which  I  believe  may 
have  significant  implications  for  the  private  sector.   As 
concerns  about  environmental  protection  and  the  preservation  of 
endangered  species  limit  harvests  from  old-growth  forests,  lumber 
prices  become  increasingly  volatile,  and  new  materials  and 
technologies  are  needed  for  affordable  single-family  housing 
construction.   Therefore,  as  I  mentioned  earlier,  we  are  working 
in  partnership  with  the  National  Association  of  Home  Builders  to 
explore  and  promote  alternatives  to  lumber  for  the  single-family 
home  building  industry. 

In  addition,  we  are  developing  a  long-term  program  of 
research  to  address  the  broader  issues  raised  by  the  impacts  of 
environmental  protection  on  housing  and  community  development. 
One  of  the  first  activities  we  are  planning  in  this  context  will 
be  a  series  of  symposia  to  explore  the  major  environmental  issues 
that  affect  housing  and  community  development,  such  as  the 
effects  of  environmental  mandates  on  inner-city  economic 
revitalization,  on  urban  growth,  on  the  af fordability  of  housing 
for  low-  and  moderate-income  families,  and  on  the  health  and 
safety  of  public  and  assisted  housing.   These  symposia  will 
inform  HUD's  ongoing  policy  development  process,  and  help  frame  a 
serious  and  sustained  program  of  research. 
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Conclusion 

In  conclusion,  HUD's  Office  of  Policy  Development  and 
Research  must  resume  the  role  originally  intended  for  it  by 
Congress  as  the  leader  in  research  and  information  about  urban 
communities  and  the  people  who  live  in  them.   As  the  Department 
as  a  whole  pursues  its  ambitious  agenda  to  create  communities  of 
opportunity,  research  and  evaluation  have  a  critical  role  to  play 
in  documenting  problems  and  trends,  understanding  how  markets  and 
programs  work,  and  assessing  the  effectiveness  and  impacts  of  new 
initiatives. 

Our  budget  request,  even  with  a  $5  million  increase, 
represents  a  relatively  small  commitment  to  research  —  only  a 
little  over  one-tenth  of  one  percent  of  the  Department's  total 
budget.   At  this  level  of  resources,  there  are  inevitably  some 
important  questions  that  we  simply  cannot  afford  to  address.   But 
I  am  committed  to  ensuring  that  PD&R  will  deliver  the  highest 
quality,  rigorous,  and  definitive  research  that  will  support 
policy  development  and  programmatic  feedback  so  that  HUD's 
programs  make  a  positive  difference  to  the  quality  of  housing  and 
communities  in  urban  America. 

Thank  you  for  providing  me  this  opportunity  to  describe 
PD&R's  new  agenda  and  our  plans  for  FY  1995.   I  would  be  happy  to 
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answer  any  questions  that  you  might  have. 
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Mr.  Thornton.  Thank  you  very  much,  Mr.  Stegman,  for  the  fine 
written  testimony  that  has  been  made  a  part  of  the  record  and  also 
for  your  concise  and  articulate  summation  of  that  testimony. 

I  also  would  like  to  say  how  pleased  we  are  that  the  Secretary 
has  joined  us  at  the  hearing.  You  are  welcome  and  at  any  time,  it 
doesn't  require  any  advance  notice  for  us  to  recognize  you. 

WELCOME  TO  TERESA  CISNEROS 

Secretary  Cisneros.  Thank  you  for  allowing  me  to  be  here  to 
participate.  I  would  like  to  ask  one  moment  of  personal  privilege 
if  I  may.  Today  is  Take  Your  Daughter  to  Work  Day.  And  so  my 
I  am  very  pleased  that  my  daughter  has  been  able  to  join  me  and 
see  what  I  do  that  I  call  work. 

Mr.  Thornton.  Where  is  your  daughter? 

Secretary  Cisneros.  This  is  my  daughter,  Teresa. 

Mr.  Thornton.  We  are  so  glad  to  have  you  with  us  today. 

Ms.  Teresa  Cisneros.  Thank  you  very  much. 

Mr.  Thornton.  You  should  be  very  proud  of  your  Dad  and  he 
brought  you  to  a  hearing  where  he  is  not  the  primary  subject  of 
our  inquiry.  I  had  the  chance  the  other  day  to  ask  him  some  ques- 
tions and  he  sold  me  on  his  position  time  and  time  again. 

Secretary  Cisneros.  That  is  not  the  version  I  got  back  when  I 
got  to  the  office. 

Mr.  Thornton.  Thank  you  very  much  for  bringing  your  daugh- 
ter, and  if  your  schedule  requires  that  you  leave,  you  may  leave 
with  your  Dad,  if  you  would  like. 

Ms.  Teresa  Cisneros.  Thank  you. 

reinvention  of  hud  through  research 

Mr.  Thornton.  Mr.  Stegman,  for  1995,  you  are  requesting  $40 
million  for  research  and  technology  which  is  an  increase  of  $5  mil- 
lion above  the  1994  level.  In  the  past  couple  of  years,  your  justifica- 
tion has  stated  that  a  strong  Research  and  Technology  Program  is 
absolutely  vital  to  the  Administration's  effort  to  reinvent  HUD. 

Can  you  tell  us  how  the  activities  carried  out  by  PD&R  have 
helped  to  reinvent  HUD  over  the  past  year? 

Mr.  Stegman.  I  can  do  that,  Mr.  Thornton.  Before  I  joined  the 
Department,  when  I  was  still  at  the  University  of  North  Carolina 
coming  here  one  day  a  week,  I  became  involved  in  the  very  begin- 
ning of  the  reinventing  HUD  exercise  which  really  resulted  in  the 
creation  of  the  mission  of  the  Department  to  help  people  to  create 
communities  of  opportunity. 

From  the  day  that  I  was  confirmed  by  the  Senate,  I  began  to 
play  a  much  more  formal  role  in  helping  the  Department  articulate 
not  only  the  mission  of  the  Department,  but  the  six  priorities  that 
the  Secretary  has  testified  before  you  about,  that  the  fiscal  year 
1995  budget  reflects,  and  that  our  new  housing  legislation  also  re- 
flects. 

As  Assistant  Secretary  for  Policy  Development  and  Research,  I 
have  played  a  major  role  in  the  crafting  of  the  first  year  priorities 
and  the  document  that  led  to  the  creation  of  the  Presidential  Per- 
formance Agreement  that  Secretary  Cisneros  has  executed  with  the 
President.  It  is  the  role  of  PD&R  not  only  to  help  monitor  the  Per- 
formance Agreement,  but  also  to  really  create  for  the  first  time 
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measures  of  customer  satisfaction  and  performance  measures  to  en- 
able us  to  gauge  the  extent  to  which,  and  the  pace  at  which,  we 
are  achieving  the  goals  that  are  embodied  in  our  priorities. 

Beyond  that,  I  think  the  Secretary  has  said,  the  role  of  PD&R 
has  become  much  more  than  a  research  role  or  a  data  archiving 
role  or  a  data  collection  role,  but  that  we  are  playing  an  important 
role  in  helping  the  Department  and  the  Secretary  with  budget  and 
legislative  priorities. 

QUANTIFICATION  OF  REINVENTION  EFFORTS 

Mr.  Thornton.  Can  you  give  us  some  quantification  of  the  work 
that  you  have  been  doing?  How  many  changes  have  you  suggested 
to  improve  the  way  activities  have  been  carried  out,  and  have  these 
recommendations  been  implemented? 

Mr.  Stegman.  Congressman,  it  is  very  hard  to  quantify  these 
kinds  of  things. 

Mr.  Thornton.  I  know  it  is.  Give  me  a  ball  park. 

Mr.  Stegman.  Let  me  say,  as  you  go  down  the  major  initiatives 
in  the  Department,  for  example,  the  HOPE  VI  demonstration,  se- 
verely distressed  public  housing,  or  which  we  have  worked  with  the 
Secretary  and  the  Assistant  Secretary  of  Public  and  Indian  Hous- 
ing on  extensively,  we  have  played  a  major  role  in  articulating  that 
initiative  also.  Without  PD&R,  there  would  really  be  no  Moving  to 
Opportunity  demonstration. 

As  you  know,  we  are  a  crosscutting  office  and,  therefore,  we  don't 
have  a  program  responsibility  in  this  area,  but  if  you  follow  the 
demonstration  itself,  it  is  a  very  carefully  structured  demonstration 
and  a  10-year  evaluation  of  the  impacts  of  these  changes  in  the 
Section  8  program  for  families  moving  out  of  high  poverty  areas 
into  communities  of  opportunity  that  has  to  be  structured  very, 
very  carefully.  We  have  done  that  structuring.  We  have  designed 
that  demonstration.  We  are  responsible  for  its  evaluation. 

MONITORING  EVALUATION  OF  MTI  DEMONSTRATION 

Mr.  Thornton.  Well,  that  leads  me  to  my  next  question  about 
the  resources  that  are  committed  to  long-term  monitoring  and  eval- 
uation of  the  Moving  to  Opportunity  Demonstration  and  the  new 
Moving  to  Independence  Program. 

Because  the  Moving  to  Independence  Program  is  new,  what  types 
of  monitoring  and  evaluation  activities  are  you  planning  to  under- 
take? 

Mr.  Stegman.  If  you  look  at  the  Choice  in  Residence  Program, 
which  is  how  we  refer  to  the  Moving  to  Independence  Mobility 
Counseling,  we  will  be  involved  in  a  variety  of  monitoring  and  as- 
sessments. 

First,  this  new  initiative  requires  partnerships  between  housing 
authorities  and  nonprofits.  The  Chicago  Gatreaux  demonstration, 
as  you  know,  was  a  very  small  demonstration,  one  that  has  been 
observed  very  carefully,  but  a  very  small  one.  Outside  of  that  small 
demonstration,  we  have  not  done  a  great  deal  of  work  to  encourage 
these  kinds  of  partnerships  between  housing  authorities  and  either 
regional  or  metropolitan-wide  nonprofits,  so  we  really  have  to  do  a 
lot  of  assessment  of  that. 
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If  you  were  to  ask  10  housing  authorities  what  really  is  involved 
in  mobility  and  choice  counseling,  you  would  get  10  different  an- 
swers. It  is  our  job  to  help  the  Office  of  Public  and  Indian  Housing 
and  the  Office  of  Fair  Housing  to  really  define  what  is  the  mini- 
mum market  basket  of  choice — inducing  choices  that  should  be 
made  available  to  families. 

The  eligibility  criteria  that  we  will  use  in  terms  of  screening  who 
is  available  and  who  ought  to  be  eligible  for  these  services  is  some- 
thing that  we  should  be  looking  very  carefully  at.  Ultimately,  then, 
we  will  see  the  extent  to  which  this  mobility  search  assistance  and 
counseling  really  opens  up  housing  opportunities  for  families  in  the 
metropolitan  housing  markets. 

It  is  a  much  more  complicated  problem  than  Moving  to  Oppor- 
tunity because,  as  I  think  I  said  the  other  day,  the  Moving  to  Op- 
portunity demonstration  really  gives  families  a  destination.  Choice 
in  Residency  says,  if  given  broad  choice  and  support,  where  would 
you  choose  to  locate?  What  landlords  in  what  parts  of  the  market 
can  we  encourage  to  join  us  in  participating  in  the  Section  8  pro- 
gram? So  there  are  landlord  and  supply  side  issues  that  we  will  be 
monitoring  and  assessing. 

USE  OF  INDICATORS  FOR  EVALUATION 

Mr.  Thornton.  Of  course,  this  is  the  chicken  and  the  egg  type 
of  problem.  You  need  to  know  the  answers  to  some  of  these  ques- 
tions before  you  expand  programs.  Are  you  getting  some  indicators 
back  that  lead  you  to  pursue  this  further  or  is  the  evaluation  still 
just  waiting  to  be  done? 

Mr.  Stegman.  As  I  understand  the  question,  it  is  really  a  re- 
search and  evaluation  component  as  there  is  a  policy  component. 
I  think  this  is  as  good  as  any  indication  of  the  kind  of  broad  and 
crosscutting  role  of  our  office. 

We  have  watched  very  carefully  the  demonstration  in  Chicago. 
We  have  followed  the  Section  8  programs  that  feature  either  metro- 
politan-wide approaches,  even  though  it  is  not  required  of  the  hous- 
ing authorities.  There  are  housing  authorities  like  in  Hartford  that 
have  used  their  program  metro-wide. 

We  have  followed  the  litigation-induced  mobility  programs  and 
we  are  just  completing  a  national  evaluation  of  Section  8  utiliza- 
tion. These  are  for  the  whole  Section  8  Certificate  and  Voucher 
Programs  that  involve  extensive  interviews  of  landlords,  identifying 
barriers  for  participation,  and  a  number  of  other  things,  but  most 
importantly,  demonstrating  to  us  the  very  kind  of  limited  nature 
of  the  moving  behavior  and  the  search  networks  that  characterize 
families  who  receive  certificates  or  vouchers. 

We  believe,  based  on  all  of  this  information,  that  Section  8  was 
designed  to  be  a  choice  and  market-oriented  program  where  a 
voucher  is  like  cash  to  help  people  afford  affordable  housing  wher- 
ever it  may  be  located.  We  see  Choice  of  Residency  not  as  a  social 
engineering,  not  as  a  follow-up  directly  to  Moving  to  Opportunity, 
but  as  a  way  of  perfecting  a  program  that  I  think  the  Congress 
saw,  as  we  do,  as  one  that  should  open  up  choice  and  opportunities. 
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PERFORMANCE  FUNDING  SYSTEM 

Mr.  Thornton.  One  that  does  give  me  concern  is  the  perform- 
ance funding  system  that  was  adopted  in  1974.  I  am  concerned 
that  we  don't  have  more  reviews  available,  more  tangible  results, 
more  answers. 

Do  you  have  a  comment  on  that? 

Mr.  Stegman.  I  do.  We  share  your  concern.  There  is  no  question 
about  it,  and  the  budget  situation  in  which  we  find  ourselves  cer- 
tainly focuses  more  attention  on  that. 

We  have  plans  this  year  and  then  in  1995  for  a  major  initiative 
that  I  will  mention  in  a  moment.  But  it  is  not  that  we  don't  have 
a  lot  of  prior  research  on  the  performance  funding  system  and  the 
costs  of  operating  public  housing.  It  is  that  most  of  that  research 
really  uses  as  its  point  of  departure  kinds  of  variations  on  a  basic 
theme  of  the  performance  funding  system,  and  we  have  come  to  be- 
lieve it  is  basically  flawed.  So  the  essential  changes  that  have  oc- 
curred and  the  adjustments  and  the  insurance  and  the  security  is- 
sues and  all  of  these  kinds  of  concerns  have  been  met  through  tin- 
kering. 

The  truth  is  that  we  have  to  establish  a  set  of  service  and  per- 
formance standards  that  are  separate  and  apart  from  the  perform- 
ance funding  system  and  then  decide  how  we  can  fund  it. 

Mr.  Thornton.  Are  you  in  the  process  of  establishing  that? 

Mr.  Stegman.  We  are  in  the  process  of  doing  a  pilot  study  in 
1994  that  will  move  into  a  major,  fundamental,  long-term  study  to 
replace  the  performance  funding  system,  starting  not  from  the  per- 
formance funding  system,  but  from  what  are  the  functions  and  lev- 
els of  service  and  performance  requirements  of  assisted  housing. 

Mr.  Thornton.  My  concern  is  that  when  these  questions  are 
asked,  we  often  get  anecdotal  examples  brought  back  to  us.  As  use- 
ful as  they  may  be,  they  still  do  not  meet  the  criteria  that  I  hope 
you,  as  an  academician,  expect  in  a  research  type  program. 

Mr.  Stegman.  I  would  concur  on  that,  and  I  will  say  that  we  also 
intend  to  include  the  Section  8  services  and  standards  in  that  as- 
sessment because  of  our  concerns  about  the  administrative  fee.  As 
I  think  I  mentioned  the  other  day.  We  will  be  prepared  to  brief  you 
on  the  findings  of  that  study  within  about  10  days.  That  study  will 
be  available  in  about  a  month. 

We  are  able  to  document  what  the  costs  of  Section  8  are  right 
now.  That  is,  we  can  tell  you  what  large  housing  authorities,  rural 
housing  authorities,  small  and  big,  across  the  regions  are  spending. 
If  you  asked  me  what  are  we  buying  for  that,  we  can't  answer  that 
right  now. 

That  is  why  I  said  to  you,  even  though  the  initial  concern  was 
about  finding  a  replacement  for  PFS,  it  is  about  time  that  we  iden- 
tified, codified,  and  defined  the  performance  standards  for  the  Sec- 
tion 8  program. 

Mr.  Thornton.  With  some  rigor,  don't  you  agree. 

Mr.  Stegman.  With  some  rigor,  I  do  agree. 

research  and  homelessness 

Mr.  Thornton.  For  fiscal  year  1995,  the  Department  is  request- 
ing an  increase  of  $800  million  above  the  1994  level  for  various 
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homeless  programs  and  initiatives.  The  justification  states  that 
PD&R  will  undertake  increased  research  and  monitoring  related  to 
homelessness  and  HUD  homeless  assistance  programs. 

Was  research  conducted  over  the  past  several  years  that  indi- 
cated that  this  funding  increase  and  a  restructuring  were  needed? 

Mr.  Stegman.  Yes.  I  have  reviewed  a  copy  of  a  draft  report  to 
the  Congress  that  summarizes  the  findings  of  the  evaluations  of 
each  of  the  McKinney  housing  programs  that  have  been  evaluated 
to  date. 

There  still  are  a  couple  of  evaluations  that  are  under  way  and 
we  will  be  getting  that.  In  general,  I  can  say  to  you  on  the  issue 
of  consolidation  and  the  issue  of  fractionated  housing  programs, 
that  when  you  do  an  evaluation  of  each  one  of  these,  you  don't  get 
the  administrative  burden  that  trying  to  piece  together  all  of  these 
into  a  comprehensive  system  provides. 

But  if  you  speak  with  the  providers  as  we  did,  I  mean,  we  found 
that  individual  programs  were  leveraging  private  dollars.  I  think  it 
was  pointed  out  the  other  day  that  this  is  not  a  question  of  McKin- 
ney programs  not  working.  This  was  trying  to  make  sense  of  how 
a  community  and  how  providers  who  care  about  the  full  continuum 
of  a  homeless  person  or  family's  needs  can  better  serve  that  family. 

And  so  we  feel  that  the  outcomes  of  the  individual  evaluations 
and  the  report  that  you  will  be  receiving  very  much  supports  the 
continuum  of  care  and  the  consolidation  of  the  organization. 

Mr.  Thornton.  You  will  be  submitting  that  report  to  our  staff? 

Mr.  Stegman.  That  is  correct. 

Mr.  Thornton.  In  the  next  few  weeks? 

Mr.  Stegman.  We  will  certainly  get  that  information  to  you. 

SHIFT  OF  PRIORITIES  ON  RESEARCH 

Mr.  Thornton.  Fine. 

I  notice  that  you  are  shifting  priorities  within  the  research  ac- 
counts. While  you  have  requested  increases  in  some  areas,  you 
have  chosen  to  reduce  the  program  evaluation  and  monitoring  ac- 
tivities by  $500,000.  The  1995  budget  proposes  to  continue  the  pro- 
gram at  the  1994  level. 

In  the  1994  request,  program  evaluation  and  monitoring  had  the 
largest  proposed  increase.  Can  you  explain  why  you  are  choosing 
to  shift  priorities  within  the  research  accounts? 

Mr.  Stegman.  Basically  two  points.  To  me,  in  terms  of  the  prac- 
tical work,  there  is  a  fine  line  between  some  research  and  evalua- 
tion projects  as  to  how  they  are  most  appropriately  categorized  for 
budget  purposes.  Secondly  much  to  my  dismay,  when  I  was  here 
during  the  Carter  years,  there  was  an  Office  of  Evaluation  and  it 
was  carrying  out  a  very  ambitious  evaluation  program. 

Mr.  Thornton.  Were  you  with  HUD? 

Mr.  Stegman.  Yes,  I  was.  I  was  Deputy  Assistant  Secretary  for 
Research  reporting  to  Assistant  Secretary  Shalala  at  the  time. 

Sometime  during  the  1980s,  that  Office  of  Research  and  Monitor- 
ing disappeared.  And  I  was  shocked  to  find  out  that  only  a  couple 
of  years  ago,  did  the  Congress  insist  on  the  recreation  of  that  office, 
and  so  it  started  from  scratch  again  and  lost  a  tremendous  amount 
of  intellectual  capital  as  well  as  budget,  as  well  as  support. 
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And  so  if  you  look  at  1992  to  1993,  1993  to  1994,  you  see  this 
is  a  very  small  budget,  but  you  see  a  relatively  large  increase  in 
those  areas  because  there  was  a  $10  million  appropriation,  if  I  am 
not  mistaken,  earmarked  for  evaluation  with  the  requirement  that 
essentially  every  HUD  initiative  be  evaluated. 

Now,  that  makes  sense  in  an  environment  in  which  there  has 
been  no  monitoring  and  evaluation  for  six,  seven  years,  during  a 
period  in  which  HUD  has  been  criticized,  as  you  know,  for  a  num- 
ber of  lapses. 

Nevertheless,  it  doesn't  make  sense  to  evaluate  every  single  ini- 
tiative no  matter  how  small.  It  does  not  make  sense  to  evaluate 
multiyear  programs  that  really  can  be  examined  through  quick  and 
less  expensive  evaluations,  to  provide  information.  So  what  we 
have  tried  to  do  is  really  reestablish  that  balance. 

My  other  point  about  how  you  draw  the  line  among  the  cat- 
egories, the  replacement  of  the  performance  funding  system  is  not 
in  an  evaluation.  You  could  call  it  an  evaluation  of  the  support  of 
public  housing  authorities  and  it  could  be  in  that  line.  We  are  cre- 
ating in  the  first  line  a  database  that  will  allow  us  to  evaluate  the 
low-income  housing  tax  credit.  That  has  gone  on  nowhere  in  the 
government.  That  is  in  my  Economic  Affairs  office  when  it  could  be 
in  evaluation  so,  quite  frankly,  we  are  putting  a  lot  of  resources 
into  program  monitoring  and  evaluation  although  they  are  not  al- 
ways quite  in  those  line  items. 

PROGRAM  PRIORITIES  IN  RESEARCH  AGENDA 

Mr.  Thornton.  Well,  the  use  of  better  data  is  certainly  a  long- 
term  efficiency  and  I  commend  you  for  that.  However,  you  also  in- 
dicate that  you  are  not  going  to  be  able  to  evaluate  everything. 

What  particular  programs  do  you  intend  to  focus  on? 

Mr.  Stegman.  Well,  if  you  follow  the  Department's  budget  and 
priorities,  you  will  see  a  good  deal  of  what  we  are  going  to  do.  We 
have  initiated  this  year  an  evaluation  of  the  Comprehensive  Grant 
Program,  the  modernization  program — the  formula  driven  pro- 
grams for  large  housing  authorities.  We  are  doing  that  right  now. 
We  have  started  and  will  continue  a  major  evaluation  of  the  HOPE 
VI. 

From  the  severely  distressed  public  housing  program  comes  a 
major  initiative  to  transform  these  communities.  That  demonstra- 
tion evaluation  is  beginning  this  year,  where  we  are  trying  to  de- 
velop baseline  against  which  we  can  measure  the  fundamental 
changes  that  we  hope  to  see  over  time  and  continue  that  over  the 
years. 

We  will  be  starting  an  evaluation  of  the  new  variation  of  section 
108  loan  guarantee  programs. 

We  will  begin  an  evaluation  as  soon  as  the  partners  have  been 
selected,  of  the  33  housing  finance  agencies  in  the  multifamily  risk 
sharing  pilot  demonstration  that  FHA  is  conducting.  We  will  begin 
an  evaluation  next  year  of  the  Family  Self-Sufficiency  Program  and 
the  whole  issue  of  linking  comprehensive  services  to  families  in  as- 
sisted housing  as  part  of  the  whole  self-sufficiency  area  and  we  will 
start  a  major  demonstration  and  a  long-term  evaluation  of  the  Sec- 
tion 3  program. 
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We  hope  to  work  with  Manpower  Development  Research  Cor- 
poration which  is  the  premier  welfare  reform,  work  demonstration, 
nonprofit  organization  in  the  country  to  create  model  employment 
programs  on  public  housing  in  five  or  six  public  housing  sites  that 
would  really  build  on  the  requirement  that  we  use  the  appropria- 
tions that  fund  the  development  and  modernization  of  public  hous- 
ing to  generate  jobs  for  residents. 

You  spoke  with  Assistant  Secretary  Achtenberg  this  morning. 
Section  3  is  an  enforcement,  a  regulatory  requirement.  We  think 
that  if  done  properly,  it  could  turn  into  one  of  the  largest  job  cre- 
ators for  low-income  communities  in  this  country  and  we  hope  to 
develop  a  demonstration  that  will  test  that. 

NEW  METROPOLITAN  AREAS 

Mr.  Thornton.  One  of  the  largest  proposed  increases  for  1994  is 
$3.3  million  for  housing  markets  research.  Last  year,  it  was  stated 
that  HUD  would  add  three  metropolitan  areas  to  that  survey, 
bringing  the  total  number  of  cities  in  the  surveys  to  44,  with  the 
hope  of  eventually  reaching  60  cities. 

Will  new  metropolitan  areas  be  added  to  the  survey  with  the  ad- 
ditional funds  requested?  If  so,  how  many,  where,  and  will  the  sur- 
vey be  expanded  in  other  ways? 

Mr.  Stegman.  The  answer  is,  yes,  to  both  of  those  questions.  We 
will  be  adding  the  next  two  largest  metropolitan  areas  that  are  not 
now  included  in  the  panel  to  the  American  Housing  Survey,  Char- 
lotte, North  Carolina  and  Sacramento,  California. 

That  is  responsible  for  part  of  the  increase,  but  the  other  changes 
that  you  address  have  to  do  with  the  whittling  down  over  the  years 
of  the  size  of  the  samples  in  the  metropolitan  survey.  They  were 
always  planned  to  be  4,800,  a  sample  size  that  would  allow  us  to 
generalize  with  an  important  degree  of  statistical  accuracy  so  that 
we  could  not  only  identify  fair  market  rents,  but  have  some  con- 
fidence when  we  talk  about  housing  conditions  and  rent  burdens 
and  worst-case  needs  and  so  on  in  these  communities. 

Over  the  years,  for  budget  reasons,  the  sample  size  has  been 
whittled  down  to  3,300  which  really  borders  on  increasing  the  sta- 
tistical error  to  the  point  where  we  worry  about  our  ability  to  do 
small  area  analysis.  The  $1.9  million  increase  in  the  American 
Housing  Survey  portion  of  the  budget  addresses  the  issue  of  sample 
size  and  making  those  surveys  more  robust. 

Those  are  two  of  the  changes — there  have  been  several  others — 
Fred,  if  you  want  to  talk  about  any  of  the  more  technical  aspects. 

Mr.  Eggers.  Actually,  we  used  to  do  San  Francisco  and  Oakland 
as  a  pair.  We  are  going  to  split  them  off  now  and  each  will  have 
their  own  survey.  We  have  identified  a  few  cities  that  we  will  do 
even  larger  samples  in  so  that  we  can  get  much  better  readings  on 
those  cities,  four  or  five  cities.  There  have  been  a  number  of  im- 
provements to  conserve  some  funds.  We  are  doing  some  of  the  larg- 
er cities  by  expanding  the  national  survey,  but  we  will  able  then 
to  report  on  those  cities  every  two  years  instead  of  every  four 
years.  So  there  is  a  series  of  things  that  will  make  the  American 
Housing  Survey  a  better  survey. 
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1994  SET-ASIDES  FOR  HOUSING  COUNCILS 

Mr.  Thornton.  One  of  the  things  that  our  committee  has  been 
interested  in,  that  Congress  has  been  interested  in,  is  appropriate 
research  with  regard  to  the  National  American  Indian  Housing 
Council  and  the  Housing  Assistance  Council.  Our  conference  report 
has  directed  that  HUD  make  $3  million  available  for  housing  as- 
sistance and  $500,000  for  the  Indian  Housing  Council. 

Have  the  1994  funds  been  made  available  for  these  two  organiza- 
tions? 

Mr.  Stegman.  Yes.  The  Housing  Assistance  Council  has  drawn 
down  $1.9  million  of  its  $3  million,  including  the  $1  million  for  the 
capital  grant  to  recapitalize  the  loan  fund,  and  we  have  talked  with 
them  about  what  they  are  doing  with  that  money. 

The  grant  has  been  made  and  the  draw-down  is  proceeding.  And 
by  the  way,  I  might  say,  the  Housing  Assistance  Council  was  a  re- 
search partner  of  ours  back  in  the  1970s.  And  we  see  the  need  for 
that  kind  of  relationship.  We  have  a  great  many  rural  interests 
and  small  community  interests  and  we  see  that  as  a  very  produc- 
tive kind  of  a  relationship. 

For  the  National  American  Indian  Housing  Council,  we  have  a 
funding  agreement  that  was  awarded  in  fiscal  year  1993  and  that 
will  expire  on  May  31  of  this  year.  We  are  in  the  process  now  of 
executing  the  new  1994  agreement. 

1995  REQUEST  FOR  HOUSING  COUNCILS 

Mr.  Thornton.  Does  the  1995  budget  request  assume  funding 
for  the  Housing  Assistance  Council  and  the  National  American  In- 
dian Housing  Council? 

Mr.  Stegman.  Not  explicitly.  It  does  not  explicitly. 

Mr.  Thornton.  However,  you  are  moving  forward  toward  that? 

Mr.  Stegman.  If  we  look  at  the  $3  million  that  the  Housing  As- 
sistance Council  is  receiving  this  year,  $1  million  is  a  recapitaliza- 
tion of  a  loan  fund.  It  is  our  understanding  that  that  is  a  one-time 
recapitalization,  and  if  there  is  to  be  an  ongoing  relationship  be- 
tween the  Office  of  Policy  Development  and  Research  and  the 
Housing  Assistance  Council,  it  would  not  include  a  continuing  of 
the  replenishment  of  that  fund.  That  is  a  point  of  clarification. 

Mr.  Thornton.  So  we  need  to  pursue  these  clarifications  with 
you  by  appropriate  interaction  between  you  and  the  staff;  is  that 
correct? 

Mr.  Stegman.  That  is  correct. 

Mr.  Thornton.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Stegman,  nice  to  have  you  here. 

Mr.  Stegman.  Thank  you  very  much,  Congressman. 

FUNDING  FOR  AMERICAN  HOUSING  SURVEY 

Mr.  Lewis.  As  an  aside,  I  wanted  to  follow  up  to  the  response 
to  the  question  relative  to  surveys  in  individual  cities.  Is  this  some- 
thing that  has  not  been  done  historically  within  the  Department? 

Mr.  Stegman.  Oh,  no.  The  Department  has  administered  and 
paid  for  the  American  Housing  Survey  since  the  1970s.  It  used  to 
called  the  annual  housing  survey,  but  because  of  budget  cuts  in  the 
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1980s,  it  became  a  biennial  survey  and  renamed  the  American 
Housing  Survey.  Part  of  that  survey  was  national  housing  condi- 
tions. 

There  always  had  been  from  the  1970s  a  series  of  metropolitan 
areas  and,  originally,  there  were  going  to  be  up  to — if  I  am  not  mis- 
taken, I  can  be  corrected — there  were  going  to  be  up  to  60,  and 
they  were  going  to  be  every  four  years. 

Mr.  Lewis.  And  the  survey  takes  the  format  of 

Mr.  Stegman.  Household  survey  census  enumerators  interview- 
ing and  going  back  to  the  same  housing  unit  every  four  years  in 
the  case  of  the  metropolitan  or  every  two  years  in  the  case  of  the 
national  survey,  asking  very  basic  questions  about  income,  charac- 
teristics of  the  families  who  occupy  the  houses,  basically,  and  char- 
acteristics of  the  house. 

Mr.  Lewis.  How  they  react  to  the  service  available? 

Mr.  Stegman.  A  limited  amount  of  neighborhood  information  is 
used  to  try  to  develop  criteria  for  neighborhood  distress  and  so  on. 

SURVEY  OF  THE  DISTRICT  OF  COLUMBIA 

Mr.  Lewis.  In  metropolitan  areas — has  Washington,  D.C.  been 
among  those  surveyed. 

Mr.  Eggers.  Yes.  Washington  is  surveyed  every  four  years. 

Mr.  Lewis.  I  was  asking  that  for  a  specific  reason.  It  does  relate 
to  research  and  basic  information  that  would  determine  the  direc- 
tion of  services  that  should  be  available  or  maybe  should  be  termi- 
nated within  the  whole  panoply  of  housing  programs  that  are 
around. 

Between  1990  and  1993,  there  were  10  people  who  were  admit- 
ted to  public  housing  who  did  not  have  to  pay  a  bribe  to  get  into 
public  housing.  I  didn't  want  your  survey  to  ask  how  did  the  10  get 
through  the  cracks.  Did  any  of  the  surveys  indicate  that  we  had 
that  kind  of  a  problem  and,  if  not,  why  not? 

Mr.  Eggers.  We  asked  a  battery  of  questions.  The  focus  of  the 
survey  is  to  find  out  how  people  feel  about  their  unit,  but  we  asked 
factual  questions  about  the  unit  and  the  quality  of  the  unit  and  the 
neighborhood,  and  we  asked  demographic  questions  about  the  indi- 
viduals and  we  asked  questions  about  their  satisfaction  with  the 
unit  and  their  satisfaction  with  the  neighborhood  and  we  asked 
them  if  they  receive  any  additional  assistance. 

We  don't  probe  into  their  satisfaction  with  the  assistance.  How- 
ever, on  a  national  basis,  we  have  been  able  to  separate  out  the 
people  who  receive  assistance,  whether  it  be  Section  8  assistance 
or  public  housing  assistance  or  one  of  the  other  HUD  programs, 
and  we  have  been  able  to  learn  a  great  deal  about  those  persons, 
who  they  are,  so  we  can  say  who  lives  there  and  if  they  are  satis- 
fied with  the  program.  Those  data  are  available  now  only  at  the 
national  level  and  not  the  metro  level. 

Mr.  Lewis.  I  would  think  the  surveys  could  be  a  very,  very  excel- 
lent warning  device  of  such  problems,  and  I  am  wondering  if  we 
shouldn't  at  least  consider  how  our  surveys  might  be  adjusted  to 
help  us  with  that. 

Mr.  Eggers.  We  can  certainly  do  that  because  we  are  trying  to 
get  more  involved  on  those  issues.  One  of  the  things  we  have  been 
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able  to  do  is  get  good  information  on  the  income  of  people  living 
in  these  units. 

Mr.  Lewis.  That  is  presuming  if  someone  is  going  to  lie  to  the 
IRS,  they  would  lie  to  you  too,  or  vice-versa. 

Mr.  Eggers.  There  is  always  that  problem  although,  generally, 
we  have  had  pretty  good  luck.  Census  does  tests  where  they  com- 
pare information  given  to  us  with  information  given  to  other 
sources.  It  has  been  found  very  reliable. 

HUD  INITIATIVE  ON  INCOME  MATCHING 

Mr.  Lewis.  That  is  right.  Part  of  my  question  in  the  DC  cir- 
cumstance that,  as  a  result  of  that  small  part  of  being  kickbacks 
being  available,  that  a  lot  of  people  who  receive  vouchers  or  receiv- 
ing housing  services  were  people  who  would  not  have  been  eligible 
under  normal  circumstances,  so  either  there  was  not  a  connect  be- 
tween IRS  or  other  people  to  whom  such  information  would  be 
given  or  they  lied  to  you. 

Mr.  Eggers.  There  is  an  initiative  in  the  Department  to  do  in- 
come matching  and  expand  that  capability,  and  that  will  be  ex- 
tremely useful  in  picking  up  those  problems  where  we  will  be 
matching  with  IRS  records  or  with  local  labor  employment  and 
earnings  records  and  be  able  to  identify  people  who  are  not  report- 
ing correct  income. 

Mr.  Lewis.  Please  don't  take  my  remarks  to  presume  that  I  am 
really  too  worried  about  whether  they  understated  their  income  by 
$2,000  or  $5,000  a  year.  That  is  not  my  objective.  I  am  more  con- 
cerned about  evidence  of  a  broader  problem  that  affects  ripping  off, 
of  course,  from  the  poor  and  these  tools  could  be  very,  very  helpful. 

Mr.  Stegman.  It  is  very  hard  to  use  a  broad  census  survey  to  de- 
tect these  problems.  Survey  research  certainly  can  point  that  out 
where  the  survey  itself  is  designed  to  ask  the  kinds  of  questions 
that  are  being  posed  today. 

SOLICITING  EFFECTIVE  RESPONSES  TO  SURVEY  QUESTIONS 

Mr.  Lewis.  Well,  just  a  question  like  this.  Let's  assume  that  we 
are  sampling  1,000  people  in  Washington,  DC  just  to  line  up  ques- 
tioning that  says,  are  you  satisfied  with  your  service,  is  the  inter- 
action between  the  Agency  and  your  office  professional? 

Mr.  Stegman.  In  truth,  certainly  that  has  not  been  the  intent  of 
the  American  Housing  Survey.  If  they  have  1,000  families,  you  may 
only  find  20  or  30  that  are  receiving  housing  assistance.  So  if  we 
deal  with  a  3,000  sample — and  want  to  be  able  to  generalize  and 
pinpoint,  we  really  need  to  have  a  larger  sample  that  is  drawn 
from  assisted  families  to  probe  these  issues.  There  are  ways  of 
doing  it. 

Mr.  Lewis.  It  would  seem  to  me  that  surveys  that  communicate 
to  people  who  are  actually  served,  would  provide  a  different  kind 
of  an  answer. 

Mr.  Eggers.  I  should  have  mentioned  this  earlier,  we  are  begin- 
ning right  now  an  analysis  of  data  that  was  collected  over  the  past 
18  months  aimed  directly  at  people  who  are  assisted  in  our  pro- 
gram— as  part  of  HUD's  initial  development  of  a  quality  control 
process  for  the  tenant  eligibility  determination.  This  involves  direct 
interviews  with  recipients  and  going  through  their  records,  and  it 
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gives  us  a  chance  to  find  out  from  them  how  the  process  worked 
and  whether  the  process  is  working  correctly. 

RESEARCH  RECOMMENDATIONS  FOR  PROGRAM  TERMINATION 

Mr.  Lewis.  Mr.  Stegman,  often  we  share  with  the  Secretary  our 
concerns  that  within  all  of  our  agencies,  we  seem  to  never  have  the 
opportunity  of  really  getting  a  handle  on  whether  programs  are 
working  in  the  way  that  we  want  them  to  work  for  the  people.  We, 
of  course,  want  to  serve.  This  specific  agency  is  very  often  ques- 
tioned about  the  propensity  to  create  new  programs  and  they  pro- 
liferate into  sizable  numbers  and  some  wonder  whether  the  core 
programs  don't  suffer  as  a  result  of  that. 

As  a  result  of  your  work,  do  you  anticipate  that  there  will  be  rec- 
ommendations that  would  actually  recommend  the  closing  down  of 
several  programs? 

NEHEMIAH  HOUSING  OPPORTUNITY  PROGRAM 

Mr.  Stegman.  Well,  the  Nehemiah  program  is  one  example. 
There  is  another  example  involving  the  work,  that  I  did  outside  of 
HUD  sponsored  by  HUD  before  I  got  to  HUD.  That  indicated  that 
the  HOPE  I  program,  based  on  an  evaluation  of  demonstrations  in 
a  number  of  cities  of  the  sale  of  public  housing  in  large  complexes 
to  families  who  are  very  poor,  not  prepared,  where  they  have  very 
high  unit  costs  did  not  make  a  lot  of  policy  sense.  The  Department 
decided  to  not  seek  additional  funding  for  that  program. 

Nehemiah  is  a  little  bit  different  program.  It  was  a  home  owner- 
ship grant  program  that  produced  very  important  housing  in  a  cou- 
ple of  cities,  but  it  was  a  demonstration.  We  had  a  couple  of 
rounds — "we"  being  the  Department — had  a  couple  of  rounds  of 
awards  there,  and  what  we  found  is  that  cities  tnat  have  the  so- 
phistication and  private  partners  to  make  it  work  built  very,  very 
good  housing — like  in  Baltimore.  But  in  13  or  15  other  cities,  in- 
cluding the  District  of  Columbia,  where  that  kind  of  infrastructure 
didn't  exist,  nothing  got  built. 

What  we  are  trying  to  do  is  take  the  lessons  of  Nehemiah  and 
make  sure  that  the  homeownership  components  of  the  HOME  pro- 
gram are  unfettered  enough  to  allow  grantees  to  do  in  conjunction 
with  the  $100  million  funding  that  we  have  asked  for  in  the  Na- 
tional Homeownership  Fund  demonstration  can  do  the  same  kind 
of  things  but  not  running  through  a  very,  very  restrictive  program. 

There  are  a  couple  of  examples.  We  are  doing  a  lot  in  the  family 
self-sufficiency  area  that  may  lead  to  some  substantial  rec- 
ommendations for  consolidating  family  coordinators  and  approach- 
ing a  different  way  of  linking  services  with  public  housing. 

From  my  standpoint,  as  I  have  come  into  the  Department,  and 
I  have  spent  time  doing  some  work  in  this  area  before  I  got  here, 
the  requirements  to  support  assisted  housing  families  in  family 
self-sufficiency  programs  is  tantamount  to  an  unfunded  mandate  to 
housing  authorities.  We  need  to  do  a  better  job,  and  one  of  those 
is  funding  service  coordinators.  But  we  have  to  go  further  than 
that.  I  think  we  will  have  some  substantial  recommendations  in 
that  area. 

Mr.  Lewis.  If  I  were  the  Secretary,  I  would  think  one  of  the 
things  that  would  be  very  high  priority  to  me  would  be  to  look  for 
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help  within  the  Agency  to  help  me  figure  out  how  to  squeeze  the 
buaget  and  produce  it. 

In  restrictive  times,  I  may  have  to  look  at  those  programs  that 
were  not  very  good  and  even  terminate  some. 

Mr.  Stegman.  Sure.  We  are  having  very  substantial  conversa- 
tions in  the  Department  about  ways  to  simplify,  consolidate  and 
get  rid  of  programs  that  don't  work.  I  think  you  are  aware  that  we 
will  be  presenting  to  the  Congress  a  report  on  our  reinvention  con- 
solidation efforts  in  the  next  week. 

Mr.  Lewis.  A  notable  interest — and  my  staff  helped  me  do  that — 
while  Nehemiah  was  not  funded,  that  essentially  the  same  thing 
has  reached  surface  at  $100  million  in  actual  homeowner  trust. 

Mr.  Stegman.  As  I  said,  Nehemiah  was  a  very,  very  regulated 
program.  The  essence  of  Nehemiah — short  of  all  bells  and  whis- 
tles— was  a  $15,000  deferred  payment  second  mortgages  to  help 
write  down  the  costs  of  what  have  to  be  public-private  developed 
owner  housing. 

The  $100  million  that  is  being  asked  for  essentially  authorizes 
the  Department  to  make  available  through  either  intermediaries  or 
directly  to  finance  agencies,  nonprofits,  that  kind  of  capital  for 
mortgage  buy-downs,  down  payment  assistance,  deferred  payment 
second  mortgages,  without  all  of  the  complications  of  the  Nehemiah 
program.  This  will  still  be  required  for  most  new  construction  pur- 
poses because  a  down  payment  assistance  of  $5,000,  $6,000,  $7,000 
isn't  going  to  really  do  the  job  without  multilayer  subsidies.  But  in 
and  of  itself,  that  was  a  very  complicated  program. 

Mr.  Lewis.  Yes.  Thank  you,  Mr.  Chairman. 

NATIONAL  HOMEOWNERSHIP  FUND  DEMONSTRATION 

Mr.  Thornton.  Thank  you,  Mr.  Lewis. 

I  want  to  be  sure  that  I  heard  you  correctly  when  you  described 
the  variation  in  programs  as  not  being  an  effort  to  replicate  it,  but 
rather  to  achieve  some  other  goal.  Did  I  understand  that  correctly? 

Mr.  Stegman.  The  purpose  of  the  $100  million  trust,  if  that  is 
the  thrust  of  your  question,  is  to  overcome  the  hurdle  of  families 
who  can  afford  basically  market  rate  mortgages  who  don't  have 
enough  money  for  a  downpayment.  We  believe  that  in  conjunction 
with  the  expanded  housing  counseling  program  that  we  are  rec- 
ommending, that  that  program,  when  used  in  conjunction  with 
HOME  and  other  mortgage  revenue  bonds  can  really  increase  the 
number  of  working  families  who  can  afford  to  buy  their  own  homes. 

Mr.  Thornton.  Would  you  respond  to  such  questions  by  staff  as 
may  be  appropriate? 

Mr.  Stegman.  I  would  be  glad  to  respond. 

[The  information  will  be  included  immediately  following  tran- 
script material.] 

Mr.  Thornton.  I  want  to  thank  you  very  much  for  your  testi- 
mony. 

Mr.  Lewis.  Thank  you. 

Mr.  Thornton.  And  for  your  colleagues  being  here.  We  will  now 
take  up  salaries  and  expenses,  including  the  Assistant  Secretary 
for  Administration,  and  the  chief  Financial  Officers  of  the  Inspector 
General. 

Mr.  Stegman.  Thank  you. 


Thursday,  April  28,  1994. 
DEPARTMENTAL  MANAGEMENT 

WITNESSES 

MARILYNN  A.  DAVIS,  ASSISTANT  SECRETARY  FOR  ADMINISTRATION 
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Mr.  Thornton.  Welcome  each  of  you.  I  will  proceed  in  the  order, 
calling  Ms.  Davis  first,  and  then  we  will  ask  Susan  Gaffney  and 
Ronald  Marony  and  Edward  DeSeve  to  respond  to  questions. 

AFFIRMATIVE  ACTION 

Would  you  describe  how  work  in  the  Affirmative  Action  Program 
is  moving  forward. 

Ms.  Davis.  As  you  know,  Congressman,  we  have  some  work  to 
do  in  that  area. 

The  timing  of  this  question  is  propitious.  The  Secretary  is  consid- 
ering and  reconsidering  the  strategy  for  the  Department  with  re- 
gard to  Affirmative  Action. 

Mr.  Thornton.  I  am  pleased  to  hear  that. 

Ms.  Davis.  As  recently  as  last  week,  we  had  a  group  of  leaders 
from  the  private  sector,  many  of  whom  come  from  organizations 
which  have  had  demonstrated  success  in  Affirmative  Action  and 
Equal  Oopportunity  to  help  him  develop  strategies,  shall  I  say,  for 
some  of  the  challenges  ahead. 

Mr.  Thornton.  Thank  you  very  much. 

Ms.  Davis,  we  have  your  prepared  statement  before  us.  It  will  be 
made  part  of  the  record  without  objection.  And  I  invite  you  to  pro- 
ceed as  you  may  choose. 

Ms.  Davis.  I  don't  have  any  further  statement  at  this  time.  I  am 
happy  to  answer  any  questions  that  you  may  have. 

[The  information  follows:] 
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STATEMENT  OF 
MARILYNN  A.  DAVIS,  ASSISTANT  SECRETARY  FOR  ADMINISTRATION 

Before  the 
HOUSE  APPROPRIATIONS  SUBCOMMITTEE 
APRIL  1994 
I  am  pleased  to  appear  before  you  today  as  the  Assistant 
Secretary  for  Administration  for  the  Department  of  Housing  and 
Urban  Development,  and  to  present  our  proposed  budget  for  the 
management  and  administration  of  the  Department.   I  would  like 
to,  first,  present  our  rationale  for  staffing  and  Salaries  and 
Expenses  funding  levels  we  are  requesting.   I  will,  then,  brief 
you  on  some  initiatives  we  have  undertaken  to  correct  some  of  the 
systemic  staffing  problems  at  the  Agency. 

The  total  staffing  request  for  the  Department,  including  the 
Working  Capital  Fund,  the  Office  of  Federal  Housing  Enterprise 
Oversight,  and  the  Office  of  Inspector  General  is  13,374  FTE,  a 
net  increase  of  84  FTE  above  the  expected  1994  level  of 
13,290  FTE.   Our  estimate  for  1995  reflects  our  effort  to 
accommodate  high  priority  staffing  needs  at  HUD,  including  multi- 
family  loan  management,  legal  services,  fair  housing  enforcement, 
and  lead-based  paint  abatement  activities. 

Multi-family  loan  management  staff  is  critical  because  of 
the  large  exposure  of  HUD  to  financial  losses.   The  overall 
increase  in  staff  is  the  result  of  230  temporary  employees  for 
this  purpose.   We  believe  the  "catch-up"  on  multi-family  property 
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inventory  can  be  performed  with  such  temporary  employees .   In 
Headquarters  and  the  field,  increased  legal  staffing  is  also 
requested  because  of  the  large  number  of  new  programs,  increasing 
workloads,  and  backlogs  of  cases  developing,  mainly  in  fair 
housing  complaint  management.   More  staff  is  requested  in  Fair 
Housing,  as  well,  to  deal  with  increased  workload  (up  30  percent 
between  1990  and  1993),  and  new  programs.   The  increase  in  lead- 
based  paint  abatement  staffing  will  allow  placement  of  staff  in 
10  field  offices,  as  well  as  Headquarters,  to  process  grant 
applications,  provide  technical  assistance,  and  to  work  with 
other  Federal  agencies. 

The  1995  Salaries  and  Expenses  request  (excluding  OIG, 
OFHEO,  and  the  Working  Capital  Fund)  is  for  $1  billion,  which 
consists  of  $497  million  in  budget  authority,  $495  million  to  be 
transferred  from  the  Federal  Housing  Administration,  $9  million 
to  be  transferred  from  the  Government  National  Mortgage 
Association,  and  $4  million  in  other  transfers.   For  Salaries  and 
Expenses,  HUD,  the  request  is  an  increase  of  $83  million  over 
1994,  and  provides  S&E  funding  to  support  12,418  full-time 
equivalent  (FTE)  staff  in  1995,  a  increase  of  84  FTE  above  the 
1994  current  level  of  12,334  FTE. 

The  1995  S&E  request  includes  an  increase  of  $34  million  in 
personal  services  for  the  Department  to  cover  the  additional 
staff,  full-year  cost  of  the  1994  locality  pay,  the  1995  pay 


246 


3 
raise,  within-grade  increases,  career  ladder  promotions,  and 
changes  in  benefits.   Also  included  in  the  1995  S6E  request  is  an 
increase  of  $5  million  for  ADP  Services  for  the  partial 
restoration  of  reductions  that  we  have  made  in  ADP  operations 
this  fiscal  year.   This  requested  addition  to  systems 
expenditures  also  would  cover  inflationary  increases  to  continue 
systems  development,  maintenance  and  operations  at  existing 
levels. 

An  increase  of  $7  million  in  S&E  supports  building 
maintenance  costs  no  longer  funded  by  GSA.   In  addition,  an 
additional  $3  million  is  required  to  fund  GSA  space  rental  costs. 

An  additional  $20  million  in  S&E  funds  FHEO  initiatives. 
This  includes  the  Metropolitan  Area-wide  Assisted  Housing  program 
and  the  Mortgage  Lending  Discrimination  and  Property  Insurance 
Redlining  Initiatives. 

As  you  know,  the  Department  of  Housing  and  Urban  Development 
has,  for  some  time,  been  struggling  to  balance  its  mission  and  an 
increasingly  broad  array  of  program  responsibilities  against  the 
constraints  imposed  by  diminishing  resources.   Numerous  studies 
of  the  Department  have  cited  that  the  creation  of  additional 
programs  with  declining  resources,  as  well  as  resource  management 
allocation  problems,  are  primary  management  deficiencies. 
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This  Administration  has  confronted  this  challenge  by 
designating  the  development  of  a  resource  management  system  as  a 
major  priority.   This  system  will  specify  a  framework  and 
analytical  tools  for  making  the  most  of  our  resources,  and  will 
be  firmly  anchored  in  a  results-oriented  planning  process.   The 
Office  of  Administration  has  been  given  the  lead  on  this.   We 
have  organized  the  efforts  into  the  Resource  Management  Working 
Group — a  multi-disciplinary,  cross-cutting  team  of  experts  from 
within  the  Department — working  under  the  aegis  of  Principal  Staff 
and  the  Deputy  Secretary.   We  have  also  engaged  the  services  of 
Price  Waterhouse  to  provide  expertise  from  extensive  work  with 
similar  issues  in  the  public  and  private  sectors.   Our  work  also 
includes  examining  "best  practices"  in  both  the  public  and 
private  sector  and  borrowing  elements  of  their  resource 
management  systems  where  they  were  consistent  with  our  objectives 
at  HUD. 

In  addition,  we  have  established  the  HUD  Training  Academy  to 
provide  training  and  continued  education  in  order  to  better  serve 
our  clients  with  the  workforce  we  have. 

Finally,  HUD's  reorganization  will  eliminate  an  unnecessary 
layer  of  review  and  transfer  staff  to  support  our  clients.   The 
Department  will  continue  to  maintain  the  existing  81  field 
offices.   52  HUD  offices  have  been  designated  as  State  offices  to 
ensure  the  coordination  of  HUD  programs. 
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We  accept  the  responsibility  to  do  the  best  we  can  with  the 
resources  available  and  will  continue  to  reprioritize  internally. 
Increased  flexibility  through  the  elimination  of  restrictions 
such  as  Section  501  (which  limits  travel  expenses  to  no  higher 
than  the  Budget  proposal)  and  509  (which  prohibits  the  transfer 
of  personal  services  funds  to  other  object  classes),  and 
enactment  of  a  proposed  Section  514  (which  would  allow  transfer 
of  up  to  2  percent  between  appropriations  or  earmarked  funds) 
would  facilitate  our  efforts  to  manage  within  the  resources 
requested. 


This  concludes  my  formal  remarks.   I  would  be  happy  to 
answer  any  questions  you  have.   Thank  you. 
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Statement  of  Susan  Gaffney 

Inspector  General 

U.  S.  Department  of  Housing  and  Urban 

Development 

Before  the  Subcommittee  on  VA,  HUD,  and  Independent  Agencies   of 
the  House  Subcommittee  on  Appropriations 

April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  1995 

Budget  proposal  of  the  Office  of  Inspector  General. 

The  budget  request  of  $47.5  million,  together  with 
$.5  million  in  other  transfers,  provides  the  OIG  $48  million  for 
Fiscal  Year  1995.   This  is  a  $1.2  million  increase  over  our  1994 
appropriated  budget  of  $46.8  million.   The  proposed  1995  staffing 
level  is  530  full-time  equivalent  (FTE)  employees,  which  is  a 
decrease  of  11  FTEs  from  our  current  estimate  of  541  FTEs . 
Although  our  staff  is  decreasing,  the  increased  budget  amounts 
are  necessary  because  of  inflation  and  the  implementation  of 
locality  pay. 

The  Office  of  Inspector  General's  operational  priorities 
will  be  management  accountability  for  the  "top  10  problems" 
facing  the  Department,  and  our  most  recent  initiative,  Operation 
Safe  Home.   In  1994  and  1995,  we  will  continue  to  assess  the 
adequacy  of  management  plans  and  actions  on  the  "top  10 
problems."   Of  these,  three  are  systemic  in  nature:   the 
management  environment,  data  systems,  and  resource  management. 
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Until  these  problems  are  in  check,  HUD  will  be  unduly  hampered  in 
carrying  out  its  mission.   A  major  portion  of  our  resources  will 
be  devoted  to  these  areas  to  ensure  continued  management  focus 
and  commitment. 

Operation  Safe  Home  represents  a  concerted  effort  by  the  HUD 
Office  of  Inspector  General  with  law  enforcement  agencies  within 
the  Departments  of  Justice,  and  Treasury,  and  the  Office  of 
National  Drug  Control  Policy.  These  groups,  in  cooperation  with 
state  and  local  law  enforcement  agencies  and  public  housing 
authorities,  are  leveraging  resources  to  combat  violent  crime  and 
fraud  in  public  and  assisted  housing.   Operation  Safe  Home  was 
announced  by  Vice  President  Gore  in  a  White  House  press 
conference  on  February  4,  1994.   In  addition  to  violent  crime, 
two  other  major  aspects  of  Operation  Safe  Home  are  equity 
skimming  and  PHA  fraud. 

Equity  skimming,  or  misuse  of  project  assets  and  income, 
contributes  to  defaults  on  FHA- insured  multifamily  mortgages, 
substandard  living  conditions  for  low- income  families,  increased 
demand  for  further  HUD  financial  assistance,  and  losses  to  HUD 
due  to  devalued,  foreclosed  properties.   Currently,  $12  billion 
is  at  risk  due  to  defaulted  mortgages. 

Our  efforts  to  combat  fraud  in  PHA  programs  involve 
identification,  investigation,  and  prosecution  of  potential  white 
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3 
collar  crimes  such  as  procurement  fraud,  embezzlement,  and 
bribery.   Our  goal  is  to  ensure  that  the  scarce  resources 
available  to  public  housing  agencies  are  used  for  their  intended 
purposes,  rather  than  being  diverted  to  illegal  activities. 

Operation  Safe  Home  progress  to  date  is  impressive,  as 
supported  by  the  following  examples  relating  to  violent  crimes, 
equity  skimming,  and  PHA  fraud. 

•  A  recent  raid  conducted  by  multi-agency  law  enforcement 
offices,  including  the  Office  of  Inspector  General,  broke 
up  a  public  housing  gun  and  drug  operation  in  New  York 
City.  More  than  $240,000  in  heroin,  25  firearms,  and 
$50,000  in  cash  was  seized.   Authorities  believe  the  dozen 
individuals  arrested  during  this  raid  are  members  of  a 
drug  trafficking  operation  that  is  a  major  source  of 
heroin  and  guns  for  four  public  housing  developments. 

•  In  the  area  of  multifamily  equity  skimming,  a  management 
company  has  agreed  to  pay  HUD  $1.3  million  and  will  repay 
40  HUD  insured  projects  $9.7  million  for  project  violations. 

•  In  the  area  of  PHA  white  collar  crime,  two  construction 
companies  and  their  presidents  have  been  indicted,  one  for 
allegedly  scheming  to  defraud  HUD  by  submitting  inflated 
expenses  for  public  housing  construction  and  renovation, 
and  the  other  for  submitting  inflated  insurance  and 
bonding  expenses . 
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By  leveraging  the  coordinated  resources  of  Federal  and  local 
law  enforcement  agencies,  Public  Housing  Authorities,  and  HUD 
towards  efforts  such  as  these,  Operation  Safe  Home  offers  an 
unprecedented  opportunity  to  attack  fraud  and  abuse  in  HUD 
programs  and  improve  the  quality  of  tenants'  lives  and  living 
conditions.   I  ask  for  your  full  support  as  we  move  forward  on 
this  initiative. 

To  ensure  our  statutorily- required  independence  and 
objectivity,  the  Office  of  Inspector  General  established  the  OIG 
Office  of  Counsel  in  1994.   This  Office  is  responsible  for 
independently  providing  the  full  range  of  professional  legal 
services  and  advice  with  respect  to  the  formulation, 
coordination,  revision  and  execution  of  the  entire  OIG  program. 
Legal  advisors  to  the  IG  play  a  critical  role  in  preparing  IG 
subpoenas,  advising  on  legal  and  regulatory  issues  pertaining  to 
OIG  audits  and  investigations,  and  working  with  the  Department  of 
Justice  on  OIG  referrals.   The  IG  needs  such  advisors  to  be  free 
of  dependency  on  any  other  persons  or  organizational  units  within 
the  Department . 

Also  in  1994,  the  OIG  established  positions  for  a  Public  and 
Congressional  Affairs  Officer  and  a  Human  Resources  Advisor.   The 
Public  and  Congressional  Affairs  function  serves  primarily  to 
convey  the  OIG's  policies,  priorities,  and  results  to  both  the 
media  and  the  Congress,  and  to  facilitate  an  ongoing  dialogue 
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with  Congressional  Members  and  staff  on  issues  of  concern.   The 
Human  Resource  Advisory  function  will  foster  a  work  environment 
that  values  cultural  diversity  and  will  enhance  our 
organizational  productivity  by  capitalizing  on  our  staff's  varied 
knowledge,  skills,  and  abilities.   All  these  positions  were 
absorbed  within  our  current  FTE  ceilings. 

During  this  past  year,  the  HUD  Office  of  Inspector  General 
has  taken  a  number  of  significant  steps  towards  streamlining  its 
operations  and  refocusing  its  resources  to  more  effectively  meet 
its  customers'  needs  for  timely,  accurate,  and  comprehensive 
evaluations,  audits,  and  investigations.   These  steps  include 
eliminating  process  versus  results-oriented  activities, 
delegating  appropriate  operational  authority  and  responsibility 
to  our  field  staff,  and  transferring  functions  to  the  Department 
that  are  not  integral  to  the  IG  mission.   For  example,  in  1994, 
we  detailed  three  FTEs  associated  with  the  personnel  security 
function  to  the  Office  of  Administration.   Personnel  security 
involves  coordinating  background  investigations  for  HUD  staff  in 
positions  designated  as  sensitive.   We  believe  that  the 
efficiency  of  this  function,  which  is  not  part  of  the  IG's 
statutory  mission,  will  be  enhanced  by  locating  it  within  the 
Office  of  Administration  where  it  will  be  more  closely  linked 
with  the  personnel  function  it  supports.   These  staff  are 
transferred  in  the  1995  Budget. 
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The  Office  of  Inspector  General  has  a  critical  role  in 
assuring  that  the  Department  sustains  the  momentum  necessary  to 
complete  the  many  important  initiatives  and  reforms  underway. 
Approval  of  our  1995  budget  request  is  essential  if  we  are  to 
accomplish  this  goal,  and  at  the  same  time  respond  to  the  high 
level  of  demands  and  expectations  placed  upon  us  as  a  result  of 
the  increased  workload  generated  by  Operation  Safe  Home,  HUD's 
susceptibility  to  fraud  and  mismanagement,  and  the  Department's 
need  for  OIG  assistance  as  it  continues  its  focus  on  systemic 
management  issues. 

This  concludes  my  formal  statement.   However,  I  would  be 
remiss  if  I  did  not  express  my  deep  appreciation  for  the  support 
that  the  Committee  has  provided  for  the  staff  and  activities  of 
the  Office  of  Inspector  General.   I  would  be  happy  to  respond  to 
any  questions  you  may  have  at  this  time. 
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ANTICIPATED  CHANGES  AND  INCREASES  IN  ADMINISTRATION  REQUEST 

Mr.  Thornton.  The  thing  that  concerns  me  is  that  the  total  re- 
quest for  Administration  is  an  increase  of  $84  million  above  1994, 
and  staff  increases  by  84  from  12,334  to  12,418.  Your  statement 
says  that  you  are  going  to  eliminate  an  unnecessary  layer  of  review 
and  transfer  staff.  We  have  been  concerned  with  the  organization 
and  asked  for  a  study  by  the  National  Academy  of  Public  Adminis- 
tration, which  I  believe  is  going  to  be  available  sometime  next 
month,  and  we  hope  to  hold  a  follow-up  briefing  on  that  report 
sometime  next  month. 

Can  you  tell  me  whether  anticipated  changes  have  been  consid- 
ered as  you  ask  for  the  increased  budget  and  the  additional  person- 
nel? 

Ms.  Davis.  Yes,  undoubtedly,  another  backdrop  against  which  we 
work  is  the  Executive  Order  which,  as  you  know,  mandates  that  we 
reduce  our  staffing  levels  by  about  1,600  people  by  1999.  However, 
we  have  an  initial  increase  in  staff,  so  let  me  address  the  FTE. 

Mr.  Thornton.  Please  start  with  that,  because  I  am  concerned 
about  how  you  will  get  to  the  reduction  that  is  asked  for. 

Ms.  Davis.  You  have  heard  the  litany  up  to  now  of  examples 
which  really  point  to,  as  the  Secretary  said,  our  inability  to  con- 
tinue to  do  business  the  way  we  have  been  doing  business.  It  has 
been  acknowledged  by  several  studies  that  HUD  probably  does  not 
have  enough  people  to  do  what  it  is  supposed  to  do  in  the  way  that 
it  currently  does  business. 

You  have  heard  the  Secretary  and  the  Assistant  Secretaries 
speak  to  the  changes  that  are  being  made  to  consolidate  programs 
and  fundamentally  restructure  the  way  we  do  our  business.  That 
is  being  done. 

Mr.  Thornton.  Is  everything  on  the  table?  Are  the  eighty-one 
field  offices  included  or  are  you  looking  at  the  number  and  location 
of  field  offices?  I  don't  want  to  ask  what  they  are,  but  are  you  con- 
sidering comprehensive  reorganizations? 

FIELD  REORGANIZATION 

Ms.  Davis.  We  are  in  the  process  of  reorganizing  the  field.  We 
were  not  contemplating  any  reduction  in  the  number  of  field  of- 
fices. We  are  redeploying  staff  from  functions  which  have  really 
dealt  with  regional  oversight  and  which  we  agree  with  the  National 
Performance  Review  are  inappropriate  and  unnecessary.  We  are  re- 
deploying those  people  to  program  functions,  primarily,  and  really 
shoring  up  our  ability  to  deliver  programs  in  the  field.  We  are  in- 
volved and  engaged  in  other  new  processes  as  well. 

RESOURCE  MANAGEMENT  STRATEGY 

As  a  part  of  our  resource  management  strategy,  for  example,  we 
have  been  involved  in  several  business  process  reengineering  ef- 
forts to  really  take  a  look  at  our  core  programs  in  many  program 
areas  and  to  make  sure  that  we  are  doing  business  the  best  way 
we  can. 

The  increase  is  really  not  an  increase  in  permanent  staff.  The  in- 
crease is  being  added  this  year  to  address  temporary  staff  that  are 
needed  to  accommodate  some  of  the  issues  and  remedy  some  of  the 
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problems  we  have,  primarily,  in  multifamily  housing  where  we 
have  the  potential  for  $12  billion  losses  looming. 

TEMPORARY  EMPLOYEES 

Mr.  Thornton.  Do  you  have  as  many  as  230  temporaries? 

Ms.  Davis.  We  have  made  arrangements  or  we  have  shifted  re- 
sources from  some  of  the  areas  of  oversight  and  administrative  to 
be  able  to  accommodate  that  number  of  FTE  on  a  temporary  basis. 
Assistant  Secretary  Retsinas  has  said  that  he  expects  that  problem, 
if  he  can  get  help  on  a  temporary  basis,  to  be  solved  in  about  two- 
to-three  years.  We  expect  that  at  that  time  those  temporary  em- 
ployees would  no  longer  be  employed  with  the  Agency. 

DOWNSIZING  AND  AGENCY  EFFICIENCY 

Mr.  Thornton.  The  question  of  downsizing  and  yet  doing  the 
work  is  an  important  question.  It  is  not  enough  to  cut.  The  primary 
goals  should  not  be  sacrificed.  Peter  Drucker  contrasted  efficiency 
and  effectiveness  very  well  when  he  said,  efficiency  is  doing  things 
right;  effectiveness  is  doing  right  things. 

It  would  seem  to  me  that  doing  right  things  means  that  you  have 
got  to  stay  in  touch  with  community  needs,  homelessness,  and  fair 
housing.  I  want  to  be  assured  that  you  are  not  losing  sight  of  this 
as  you  restructure. 

Ms.  Davis.  No.  In  fact,  what  we  are  trying  to  do  is  precisely  to 
add  to  Mr.  Drucker's  statement  to  do  the  right  things  in  the  right 
way.  Given  the  circumstances  of  government  and  the  constraints 
that  are  imposed,  we  can't  continue  to  serve  or  we  can't  serve  the 
people  well  enough  without  looking  at  processes.  The  value  that  re- 
gional oversight  adds  we  have  determined  to  be  of  lesser  impor- 
tance than  some  of  the  other  things. 

PROS  AND  CONS  OF  QUASI-GOVERNMENT  OPERATION 

Mr.  Thornton.  I  had  previously  discussed  the  question  about 
whether  you  believe  field  offices  were  a  magic  number  or  if  there 
might  be  some  possible  change  there.  I  don't  want  to  suggest  that 
that  should  be  done.  I  hope  you  will  look  at  the  overall  question 
of  the  most  effective  way  of  addressing  issues. 

One  way  that  I  have  heard  discussed  is  for  HUD  to  spin  off  the 
Federal  Housing  Administration  to  some  kind  of  a  quasi-govern- 
ment  operation. 

I  think  HUD  has  looked  at  the  issue.  What  do  you  think  are  the 
advantages  and  disadvantages  of  spinning  off  the  FHA  activities? 

Ms.  Davis.  I  think  Assistant  Secretary  Retsinas  is  better 
equipped  to  answer  that  question.  I  think,  obviously,  in  any  sort  of 
spin-off  situation,  one  has  to  weigh  the  advantages  of  flexibility 
and  sort  of  a  bottom-line  focus  which  would  be  the  case  in  FHA, 
against  adherence  to  the  principle  of  oversight,  to  make  sure  that 
the  organization  stays  true  to  the  principles  that  generated  it  in 
the  first  place.  But,  again,  Assistant  Secretary  Retsinas  has  consid- 
ered that  far  more  than  I  have. 
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SELECTIVE  AGENCY  DOWNSIZING 

Mr.  Thornton.  We  may  wish  to  pursue  the  question  further 
with  the  Assistant  Secretary. 

I  am  concerned  because,  as  important  as  the  reduction  in  force 
is  as  a  matter  of  national  policy,  we  find  example  after  example 
where  this  should  happen  to  everyone  but  the  person  who  is  being 
asked. 

There  is  pending  on  the  Floor  of  the  House,  a  measure  to  freeze 
the  level  of  VA  medical  activities  and  that  reductions  in  force 
should  not  be  made  there.  A  similar  proposal  may  be  made  with 
regard  to  those  people  who  work  on  social  security  claims  and  dis- 
abilities. There  is  also  resistance  on  the  part  of  some  people  to 
making  reductions  in  HUD,  exempting  different  people  from 
downsizing.  The  more  exemptions  to  streamlining  that  we  have, 
the  greater  the  burden  on  other  agencies. 

Do  you  have  any  comments  on  that?  You  might  not  want  to 
speak  as  a  representative  of  your  Department,  but  on  principle, 
should  the  burden  be  borne  across  the  board  or  should  we  be  selec- 
tive and  set  priorities  for  this  streamlining  effort? 

Ms.  Davis.  I  think  it  is  always  best  when  you  set  priorities.  In 
our  case,  we  have  decided  not  to  pursue  reductions  in  force.  We  are 
committed  to  the  downsizing  objective  and  targets.  Those  are  not 
inconsistent  objectives. 

MEETING  DOWNSIZING  OBJECTIVES 

Mr.  Thornton.  How  do  you  think  you  can  meet  that? 

Ms.  Davis.  Well,  we  think  we  can  meet  the  downsizing  objectives 
through  a  number  of  tools  that  are  available:  Lump  sum  payments, 
early  outs  for  which  we  have  just  recently  been  given  authority, 
and  of  course  the  buyouts.  The  buy-out  package  is,  frankly,  not  as 
useful  to  us  as  we  had  hoped  it  would  be  because  there  is  some 
question  as  to  whether  or  not  we  will  be  able  to  fill  any  portion  of 
the  positions  that  were  held  by  people  who  elected  to  leave. 

USE  OF  BUY-OUT  AUTHORITY  IN  1994 

Mr.  Thornton.  Do  you  propose  to  use  any  of  this  buy-out  au- 
thority in  fiscal  year  1994? 

Ms.  Davis.  We  are  looking  at  that  now.  We  will  not  be  able  to 
afford  it  in  fiscal  year  1994  because  of  the  break-even  point.  We 
have  already  passed  the  break-even  point  in  which  the  salaries 
that  we  save  more  than  take  care  of  the  cost  of  the  buyout.  We  will 
at  best  be  able  to  use  it  such  as  to  induce  actual  separations  by 
early  1995. 

Mr.  Thornton.  The  Department  proposes  to  eliminate  10  re- 
gional offices  and  transfer  most  of  those  employees  to  other  field 
offices;  is  that  correct? 

Ms.  Davis.  You  understand  that  all  of  those  regional  offices  were 
collocated  with  field  offices? 

Mr.  Thornton.  Yes. 

Ms.  Davis.  Some  of  those  people  will  be  absorbed  into  the  field 
offices  that  are  right  there.  They  tend  to  be  large  field  offices. 

Mr.  Thornton.  Is  there  a  chance  that  there  may  have  to  be 
some  reductions  in  force? 
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Ms.  Davis.  We  have  committed  not  to  RIF  anybody.  The  next 
thing  is  to  try  to  keep  people  within  some  commuting  distance.  We 
are  trying  to  minimize  relocations  so  as  not  to  cause  unnecessary 
disruption  in  people's  lives. 

Mr.  Thornton.  But  you  are  hampered  by  insufficient  funds  in 
doing  the  buyout  as  an  alternative. 

Ms.  Davis.  We  don't  have  money  to  do  it  this  fiscal  year.  And 
next  fiscal  year,  we  will  be  able  to  use  it  if  we  can  induce  the  sepa- 
rations early  enough  in  the  year,  so  the  salaries  will  be  saved  from 
the  people  who  leave  more  than  offset  the  cost  of  buyout. 

Mr.  Thornton.  So  do  you  intend  to  use  that  authority  in  the 
next  year? 

Ms.  Davis.  We  will  probably  use  it  to  some  extent.  It  may  not 
be  offered  as  broadly  as  we  would  have  otherwise  used  it,  but  we 
will  probably  use  it  to  some  unknown  extent. 

Let  me  just  say,  HUD  is  faced  with  not  only  what  we  feel  are 
deficiencies  in  absolute  numbers  of  employees  that  we  have,  but 
also,  as  we  mentioned  the  other  day,  there  is  a  dearth  of  the  skills 
that  we  need.  For  example,  for  the  Housing  area,  to  get  out  from 
under  this  multifamily  Housing  problem  requires,  immediately, 
some  people  with  strong  financial  skills. 

We  don't  have  the  numbers  of  people  on  board  at  this  time  that 
we  need  to  get  a  handle,  immediately  on  that  problem.  So  we  were 
hoping  that  the  buyout  would  have  allowed — the  initial  bill  would 
have  allowed  agencies  to  hire,  I  believe,  up  to  50  percent  of  the  po- 
sitions that  had  left.  We  were  hoping  to  use  that  to  redirect  our 
skills  mix. 

HUD  TRAINING  ACADEMY 

Mr.  Thornton.  Is  this  redirection  of  skills  related  to  the  HUD 
Training  Academy? 

Ms.  Davis.  It  absolutely  is. 

Mr.  Thornton.  How  many  individuals  will  receive  training 
through  that  Academy  in  1994  and  1995? 

Ms.  Davis.  We  expect — I  can't  give  you  the  exact  numbers — 
about  7,000  to  8,000  people  to  receive  training  of  some  sort.  The 
problem  in  the  past  is  our  training  budget.  First  of  all,  two-thirds 
of  every  training  dollar  has  been  spent  on  travel  instead  of  actual 
training. 

In  addition,  the  techniques  that  we  use  to  train  people  aren't 
particularly  effective.  Typically,  what  we  have  done  in  the  past  is 
have  a  few  people  come  to  Washington.  We  train  the  trainers  and 
send  them  back  and  they  train  people,  and  there  is  sort  of  a  cas- 
cade that  has  not  been  as  effective  as  it  could  be.  We  often  get  peo- 
ple who  might  not  be  the  ideal  trainer  or  trainee.  It  has  not 
worked. 

Mr.  Thornton.  How  are  you  proposing  to  improve  that? 

Ms.  Davis.  We  are  improving  it  with  technology.  We  have  al- 
ready invested  about  $1.5  million  in  distance  learning  technology. 
And  the  hardware  itself  involves  putting  satellite  dishes  on  our  55 
largest  offices,  and  also  leasing  key  pads  to  enable  some  sort  of 
interactivity  between  the  teacher  and  the  students  in  the  field. 

Mr.  Thornton.  Do  you  have  or  can  you  furnish  for  the  record, 
an  estimate  of  costs  that  you  are  talking  about? 
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Ms.  Davis.  We  certainly  can  furnish  it  for  the  record.  Of  the  re- 
quest of  $10.5  million  that  we  are  proposing  for  1995,  about  85  per- 
cent of  that  would  go  directly  to  technical  training  for  the  field 
staff,  $2.4  million  for  training  travel,  the  rest  for  enrollments,  con- 
tracts and  other  support  costs. 

1995  PAY  INCREASE 

Mr.  Thornton.  I  think  you  have  addressed  the  concern  that 
causes  me  to  ask  this  next  question.  You  have  really  made  a  sig- 
nificant increase  in  connection  with  salaries  and  benefits,  $34.4 
million  out  of  which  $4.5  million  is  associated  with  increased  staff- 
ing of  the  84  people.  Now,  that  is  a  4.5  percent  increase  while 
many  other  agencies  have  assumed  1.6  percent  increase  for  pay 
raises.  What  percent  pay  increase  in  1995  is  assumed  in  the  De- 
partment's request? 

Ms.  Davis.  First  of  all,  we  would  say  that  the  increase  that  is 
due  to  personal  services  really  does  fund  what  we  feel  is  appro- 
priately the  cost  of  the  people  on  board,  plus  the  84  additional  FTE 
that  we  want  to  have. 

This  year,  we  were  forced  to  sort  of  eat  things  such  as  locality 
pay  and  some  of  the  other  things. 

Mr.  Thornton.  You  weren't  alone  in  that  diet,  were  you? 

Ms.  Davis.  Sometimes  I  feel  like  I  was.  But  we  had  to  absorb 
those  costs.  So  what  next  year's  budget  does  is  not  only  to  fund  the 
FTE  that  we  are  requesting,  but  also  make  sure  that  those  are 
fully  funded;  in  other  words,  to  account  for  leave  payments  to  sepa- 
rations, locality  pay,  within-grade  increases,  career  ladder  pro- 
motions, new  FTE  et  cetera,  so  that  they  would  be  folded  in.  The 
increase  also  includes  restoration  of  some  of  the  object  classes  that 
we  had  to  tap  this  year  to  be  able  to  pay  for  the  people  who  were 
on  board.  For  example,  we  had  to  eat  into  our  systems  budget  sig- 
nificantly to  be  able  to  take  care  of  some  of  the  costs  that  were  un- 
expected and  unbudgeted. 

And  so  we  would  propose  to  restore  those  object 

classes. 

Mr.  Thornton.  In  1993,  you  lapsed  $19.3  million  in  salaries  and 
expense  accounts,  $2.7  was  in  disaster  activities.  Are  these  the  cuts 
or  the  absorbing  that  you  are  talking  about? 

Ms.  Davis.  No.  We  analyzed  those  figures.  It  was  about  $19.1 
million  that  we  initially  reported.  About  $10  million  of  that,  has 
been  accounted  for,  generally,  by  late  billings  that  came  in. 

Mr.  Thornton.  So  the  figure  is  really  more  accurate  at  $9  mil- 
lion? 

Ms.  Davis.  It  is  more  accurately  stated  at  about  $9  million,  about 
$3  to  $4  million  of  which  we  would  normally  expect  to  have.  Our 
accounting  office  tells  us  that  in  an  organization  with  a  budget,  an 
S&E  budget  of  roughly  a  billion  dollars,  it  is  reasonable  if  we  budg- 
eted any  more  closely,  we  would  probably  end  up  going  over.  So 
this  is — we  have  been  advised — a  fairly  routine  matter  that  still 
leaves  about  $5  million  lapsing. 

But  that  happened  because,  frankly,  when  we  came  on  board,  it 
was  a  very  tough  year.  We  were  very  conservative  in  our  hiring 
practices.  We  put  a  freeze  on  hiring.  We  were  concerned  about 
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going  the  opposite  direction.  We  don't  anticipate  that  happening 
this  year.  That  accounts  for  the  $5  million. 

LAPSED  S&E  FUNDS 

Mr.  Thornton.  I  want  to  make  a  distinction  between  these 
lapsed  salaries  and  a  deliberate  impoundment  of  funds.  When  I 
first  came  to  Congress,  that  was  something  that  was  regularly 
done,  and  we  had  to  pass  a  law  that  says  it  wasn't  right  to  im- 
pound funds  by  a  deliberate  executive  action  which  was  independ- 
ent of  congressional  review. 

So  you  are  telling  me  that  this  was  not  an  impoundment  of  re- 
sources but  rather  the  result  of  circumstances  that  dictated  it?  I 
want  to  be  sure  I  understand. 

Ms.  Davis.  The  $19  million  that  originally  was 

Mr.  Thornton.  You  have  explained  it  down  to  $5  million,  be- 
cause of  the  rigor  with  which  you  were  moving  forward  and  freez- 
ing employees;  is  that  correct? 

Ms.  Davis.  We  froze  hiring  actions. 

Mr.  Thornton.  Froze  hiring  actions. 

Ms.  Davis.  Yes,  and  actually  at  the  point  that  we  knew  that 
there  was  likely  to  be  some  sort  of  underspending. 

Mr.  Thornton.  About  when  was  that?  Was  that  during  last 
year? 

Mr.  Persil.  It  was  in  the  very  early  summer. 

Mr.  Thornton.  Early  summer  last  year? 

Ms.  Davis.  We  would  have  had  to  submit  a  reprogramming  re- 
quest and  we  really  didn't  have  time  to  do  that. 

Mr.  Thornton.  Do  you  believe  that  you  will  obligate  all  of  the 
requested  1994  funds  for  salaries  and  expenses? 

Ms.  Davis.  Yes. 

Mr.  Thornton.  I  know  you  understand  the  subcommittee's  con- 
cern about  the  request  as  related  to  failure  to  spend  previously  ap- 
propriated dollars. 

Ms.  Davis.  I  understand  the  Subcommittee's  concern. 

REDUCTION  IN  CFO  FTES 

Mr.  Thornton.  We  have  noted  the  overall  reduction  in  force,  the 
requested  employment  level  for  the  Chief  Financial  Officer  is  420. 
Can  you  tell  me  how  the  CFO  will  provide  sound  financial  manage- 
ment in  the  stewardship  of  public  resources  with  34  fewer  FTEs 
than  it  had  in  1993? 

Mr.  DeSeve.  One  of  the  things  that  we  have  been  able  to  do, 
both  in  the  field  where  we  have  approximately  200  FTE  in  our  field 
offices  as  well  as  in  headquarters,  is  to  use  technology,  particularly 
voice  response  technology  to  eliminate  the  need  for  paper  process- 
ing. Our  governmental  grantees  in  locations  throughout  the  coun- 
try are  able,  with  appropriate  security  which  the  IG  and  our  office 
designed  to  call  in  and  receive  their  payments  through  electronic 
transfer. 

This  has  eliminated  the  need  for  a  significant  number  of  employ- 
ees processing  vouchers  as  we  go  forward,  particularly  in  areas 
such  as  Section  8  payments  and  administrative  accounting.  We  will 
begin  to  see  some  of  the  fruits  of  the  system  integration  work  that 
you  funded  over  the  last  several  years.  Those  payments  are  proc- 
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essed  electronically,  by  program  personnel,  rather  than  manually 
by  central  office  personnel  of  the  Office  of  Finance  and  Accounting, 
so  we  think  that  that  change  is  going  to  be  a  great  boon  to  us  and 
will  allow  a  fairly  modest  reduction  in  FTE  during  the  next  year. 

COST  OF  FURNITURE  AND  FIXTURES 

Mr.  Thornton.  I  think  it  is  the  overall  Department  that  is  re- 
questing $1.03  million  for  furniture  and  fixtures  in  1995. 

Can  you  tell  me  what  you  anticipate  purchasing  with  that  $1 
million,  how  these  funds  will  be  controlled,  and  who  determines 
what  furniture  will  be  purchased? 

Ms.  Davis.  I  can  submit  for  the  record  an  office-by-office  status. 

Mr.  Thornton.  But  these  are  needed  items  of  furniture  that 
have  been  identified;  is  that  correct? 

Ms.  Davis.  They  have  been  either  identified  as  hard  need  or  they 
are  anticipated  to  accommodate  the  reorganization  or  replace  nor- 
mal breakage. 

Mr.  Thornton.  Okay. 

Ms.  Davis.  In  other  words,  to  the  extent  that  offices  will  be  and 
space  will  be  rearranged  differently,  whatever,  there  may  be  some 
need  for  some  sort  of  reconfiguration  of  office  furniture  and  fixtures 
that  typically  are  needed. 

[The  information  follows:] 
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145 
1995  Estimate  of  Furniture  and  Fixtures 
Program 


Housing 

Public  and  Indian  Housing 

Government  National  Mortgage  Assn 

Community  Planning  and  Development.... 

Policy  Development  and  Research 

Fair  Housing  &  Equal  Opportunity 

Departmental  Management 

Lead- Based  Paint  and  Poisoning 

Prevention 

Chief  Financial  Officer 

Office  of  General  Counsel 

Field  Legal  Services 

Administration  and  Support  Services 

Field  Direction  and  Operational  Support.. 
Field  Administration 


Funds  for  furniture  and  fixtures  include  standard  office  furniture,  modular 
furniture  to  enhance  space  utilization,  ergonomic  furniture  in  support  of 
automation  efforts,  and  any  additional  for  new  staff. 

Purchases  of  furniture  require  review  by  the  Office  of  Administrative 
and  Management  Services  in  Headquarters,  and  their  counteipart  organizations 
in  the  Field,  to  determine  the  need  and  suitability  of  proposed  acquisitions. 

Administrative  and  Support  Services  carries  all  costs  for  Headquarters 
furniture  and  fixtures,  and  major  purchases  in  Field  Offices  (such  as  systems 
furniture  for  scheduled  office  relocations). 


Dollai 

s  in  Thousands) 

0 

$231 

$231 

0 

31 

31 

0 

NA 

0 

0 

3 

3 

0 

NA 

0 

0 

7 

7 
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NA 

0 

0 

0 

0 

0 

1 

1 

0 

NA 

0 

0 

6 

6 

719 

NA 

719 

0 

16 

16 

0 

16 

16 

719 

311 

1,030 
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Mr.  Thornton.  I  want  to  commend  you  for  a  very  good  testimony 
and  responses  to  questions.  Mr.  Lewis,  would  you  like  to  question 
now  or  should  we  go  all  the  way  through  each  of  the  witnesses  and 
then  question  them? 

FINANCIAL  SYSTEMS  COSTS  AND  GAO  REPORT 

Mr.  Lewis.  The  Chairman  has  anticipated  almost  all  of  my  ques- 
tions, so  I  will  be  reasonably  brief. 

But  Ms.  Davis,  as  I  hope  that  you  are  aware,  GAO  has  issued 
a  report  on  the  Department's  information  resource  management  ca- 
pabilities. That  report  should  be  very  disturbing  for  the  Depart- 
ment that  wishes  to  invest  $3.8  billion  in  a  minimum  of  18  new 
policy  initiatives  this  year. 

The  quote  from  that  report  that  I  would  highlight  is,  "the  ab- 
sence of  strategic  information  systems  architecture  poses  increased 
risk  that  HUD's  investment  in  information  technology  will  not  be 
consistent  with  strategies  for  achieving  its  missions  and  objectives," 
unquote. 

This  report  comes  after  a  three-year  effort  by  the  Department  to 
assure  that  its  $100  million  investment  in  CFS/TRACS  and  the 
core  accounting  system  should  give  it  the  capability  to  prepare  and 
manage,  $14  billion  in  property  and  assets  related  to  FHA  fund, 
$100  billion  in  long-term  housing  subsidy  commitments,  and  an  an- 
nual budget  of  at  least  $25  billion. 

This  report  comes  a  decade  after  the  GAO's  first  report  noting 
that  HUD  lacked  adequate  information  and  financial  information 
systems  necessary  to  ensure  control  over  its  own  programs.  So  how 
much  money  do  you  actually  plan  to  spend  on  the  Department's 
computer  systems  in  fiscal  year  1995? 

Ms.  Davis.  I  will  let  Ed  DeSeve,  who  is  in  charge  of  our  systems 
integration  effort,  because  of  its  relationship  to  financial  systems 
and  the  system  that  you  mentioned  specifically,  answer  that. 

Mr.  DeSeve.  Thank  you,  Mr.  Lewis.  May  I  borrow  your  copy  of 
that  report — I  didn't  bring  mine  with  me — because  there  is  a  sen- 
tence that  I  do  want  to  quote  and  put  on  the  record  because  I  think 
it  is  important. 

Mr.  Lewis.  Sure. 

Mr.  DeSeve.  It  is  on  page  3  of  the  report  and  it  follows  the  infor- 
mation that  you  were  quoting  and  it  says,  "the  Secretary's  commit- 
ment to  strategic  planning  and  HUD's  early  steps  to  address  stra- 
tegic planning  represent  the  first  substantive  actions  since  GAO  re- 
ported on  the  absence  of  strategic  IRM  planning  a  decade  ago.  Sen- 
ior HUD  officials  have  also  initiated  actions  and  plans  to  address 
the  Department's  data  management,  computer  security,  and  finan- 
cial system  integration  weaknesses.  Full  implementation  of  these 
actions  and  plans  can  help  resolve  HUD's  long-standing  IRMs 
project."  What  I  think  we  have  got  is  a  half  full  glass  and  our  job 
is  to  continue  to  fill  it  all  the  way. 

The  congressional  appropriation  sought  next  year  for  financial 
systems  integration  which  runs  through  the  CFO's  office  is  a  total 
of  $40  million:  $25  million  for  the  general  financial  systems  of  the 
Department  and  $15  million  for  the  FHA  system.  We  will  be  using 
that  next  year  primarily  in  four  areas.  We  will  be  finishing  the 


264 

overwhelming  bulk  of  the  work  in  CFS/TRACS,  both  in  housing 
and  in  public  and  Indian  housing. 

We  were  able  this  year,  for  both  the  renewals  and  the  amend- 
ments, for  the  first  time,  to  use  the  CFS  data,  that  control  file  sys- 
tem data  to  do  our  projection  of  budget  needs.  PIH  has  been  quite 
instrumental  in  using  that  and  will  be  preparing  for  the  committee 
an  extensive  report  at  the  request  of  actually,  in  this  case,  the  Sen- 
ate, and  we  will  be  happy  to  show  you  how  we  used  the  system  in 
that  regard. 

We  will  begin  to  pay  vouchers  in  the  housing  TRAC  model  later 
this  calendar  year  and  we  will  be  finished  essentially  in  all  of  the 
offices  of  PIH  by  next  spring  in  terms  of  voucher  payment.  There 
has  been  a  great  deal  of  progress.  I  commend  the  prior  Administra- 
tion who  started  the  effort.  We  are  finishing  it  up.  We  are  getting 
it  to  the  latter  stages  along  the  way. 

ADP  COSTS  SINCE  1984  GAO  REPORT 

Mr.  Lewis.  How  much  has  actually  been  expended  by  HUD  since 
that  first  GAO  report  in  1984  for  ADP  computer  software,  hard- 
ware, financial  management  systems. 

Mr.  DeSeve.  I  will  be  happy  to  supply  that  for  the  record. 

[The  information  follows:] 
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PRICE  WATERHOUSE  CONTRACT 

Mr.  Lewis.  That  whole  amount  and  then  looking  at  the  half  glass 
and  looking  at  the  balance  is  very  much  what  this  should  be  about. 

Mr.  DeSeve.  We  will  be  happy  to  supply  that  information  from 
then  forward. 

Ms.  Davis.  Let  me  just  say  that  with  regard  not  just  to  CFS/ 
TRAC  and  financial  systems,  but  looking  at  the  whole  panoply  of 
computers,  security  and  the  like,  we  are  working  with  the  GAO 
very  intensely  in  the  process  of  surveying  other  agencies  and  other 
private  sector  models  as  well  to  try  to  identify  best  practices  that 
we  will  use  to  incorporate  in  our  computer  processes.  We  have  been 
working  with  them  for  about  six  months  on  that  effort. 

Mr.  Lewis.  The  Secretary  had  mentioned  earlier  contracts  with 
a  private  accounting  firm  relative  to  what  we  do  with  the  pipeline 
problem,  the  money  that  has  been  obligated  versus  expenditure. 

Mr.  Davis.  Let  me  explain  that.  I  guess  August  or  September  of 
last  year,  we  engaged  Price  Waterhouse  to  help  us  with  some  busi- 
ness processing  reengineering  initiatives.  The  contract  was  for 
$500,000.  Their  charge  as  a  part  of  that  contract  was  to  do  four 
things:  Help  us  with  three  specific  BPR  projects,  in  other  words, 
help  us  look  at  some  processes  that  needed  to  be  fixed  immediately. 

One  was  the  resource  management  process.  In  addition,  they 
looked  at  the  single  family  housing  assignment  program  and  they 
also  looked  at  what  Roberta  Achtenberg  referred  to  this  morning 
relative  to  the  Fair  Housing  Initiatives  program.  In  addition  to 
that,  they  were  charged  with  investing  the  capacity  in  the  Office 
of  Management  and  Planning  so  that  we  could  internalize  the 
methodology  for  helping  ourselves  to  change  over  time  because  we 
recognized  that  this  isn't  sort  of  a  one-shot  deal. 

This  has  been  the  project  and  this  is  a  long-term  effort.  They 
have  done  essentially  all  of  that.  In  addition  to  that,  for  no  addi- 
tional fee,  they  did  an  independent  study  on  workload  measure- 
ment systems.  So  they  did  quite  a  lot. 

We  now  have  an  internal  capacity.  Instead  of  having  four 
projects  going  on,  we  have  at  least  eight  going  on  that  are  being 
serviced  actually  by  our  internal  people.  For  example,  some  work 
we  are  doing  with  Ginnie  Mae  now,  we  estimate,  that  if  we  were 
to  go  to  the  outside,  it  could  easily  be  $400,000  or  $500,000  by  it- 
self So  we  think  it  was  an  investment  that  was  made  that  really 
will  pay  off. 

Mr.  Lewis.  I  am  very  interested  in  that  and,  frankly,  I  wasn't 
worried  about  the  fact  that  someone  like  Price  Waterhouse  may  be 
in  the  for-profit  business.  In  the  meantime,  the  whole  agency  will 
benefit  by  the  results  of  that. 

I  assume  all  of  this  also  means  that  you  are  reasonably  confident 
that  you  have  systems  in  place  that  will  reasonably  manage  FHA 
assets  more  effectively  than  you  have  in  the  past,  for  example? 

Ms.  Davis.  Again,  our  chief  financial  officer  has  been  directly  in- 
volved in  that,  so  I  will  defer  to  him. 

Mr.  DeSeve.  I  would  like  to  feel  better  about  having  those  sys- 
tems in  place.  I  think  we  are  farther  along  in  managing  Section  8 
and  in  doing  some  of  the  overall  accounting  than  we  are  in  manag- 
ing all  of  the  FHA  assets,  breaking  FHA  then  into  two  pieces.  I 
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think  our  single  family  systems  continue  to  be  good  production-ori- 
ented systems. 

Our  multifamily  systems  continue  to  need  work,  particularly 
with  the  multifamily  national  system,  the  one  that  monitors  the 
properties  that  are  out  there  and  looks  at  their  status.  I  think  you 
will  see  this  year  from  this  year's  audit  that  there  has  been  some 
recognition  by  Price  Waterhouse  and  others  that  there  have  been 
improvements  in  that  area  but  more  needs  to  be  done  in  multifam- 
ily systems. 

Mr.  Lewis.  Thank  you  very  much  for  testifying. 

Mr.  Davis.  Thank  you  very  much. 

Mr.  Thornton.  Mr.  DeSeve,  let  me  at  this  point  introduce  with- 
out objection  your  prepared  testimony  into  the  record. 

[The  information  follows:] 
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Statement  of  G.  Edward  DeSeve, 

Chief  Financial  Officer 

U.S.  Department  of  Housing  and  Urban  Development 

Before  the  Committee  on  Appropriations 

U.S.  House  of  Representatives 

April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  proposed  fiscal  year  1995 
Budget  for  the  Office  of  the  Chief  Financial  Officer  (CFO).   The  fiscal  year  1995  request 
represents  the  first  time  that  the  consolidated  CFO's  Office  has  presented  a  budget  request  to 
the  Congress. 

Consolidation  of  the  CFO's  Office 

As  you  may  recall,  effective  August  22,  1993,  as  recommended  by  the  Office  of 
Management  and  Budget  (OMB)  and  the  General  Accounting  Office  (GAO),  the 
Department's  Office  of  Finance  and  Accounting  became  part  of  the  Office  of  the  Chief 
Financial  Officer.    With  the  merger  of  these  two  offices,  the  CFO's  Office  now  has 
responsibility  for  all  the  field  and  headquarters  accounting  needs  for  the  Department  except 
for  the  activities  of  the  Government  National  Mortgage  Association  (GNMA)  and  the  Federal 
Housing  Administration  (FHA). 

The  Department's  total  request  for  the  Office  of  the  Chief  Financial  Officer  for  fiscal 
year  1995  is  $57,733,000.    This  amount  is  consistent  with  the  Secretary's  commitment  to 
improve  financial  management,  systems  integration,  and  asset  and  credit  policy  development 
at  the  Department. 

Priorities  of  the  CFO 

Over  the  course  of  the  remainder  of  this  fiscal  year  and  into  the  next  fiscal  year,  the 
CFO's  Office  will  be  focussing  on  six  areas  of  interest  to  this  Committee  and  the  Congress. 
These  areas  are  among  the  priorities  of  the  CFO's  Office  and  are  reflected  in  this  request  for 
FY  1995.   These  priorities  are  listed  below: 


• 


• 


Assist  in  the  development  of  a  strategic  performance  system  for  the 
Department  that  links  management,  budget  and  program/policy  plans. 

Improve  the  internal  control  process  and  integrate  it  into  an  overall 
management  plan  for  the  Department. 

Establish  a  process  to  identify  the  causes  of  material  control  weaknesses  and 
significant  audit  findings  and  correct  them. 
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•  Revise  the  Financial  Systems  Integration  Plan  to  optimize  use  of  resources  and 
to  make  it  consistent  with  program  office  priorities. 

•  Support  the  implementation  of  the  Department's  administrative  accounting 
system. 

•  Improve  the  utilization  of  debt  collection  practices,  as  appropriate,  to  collect 
the  Department's  delinquent  debts. 

Mr.  Chairman,  the  CFO's  Office  looks  forward  to  working  with  you  and  the 
members  of  the  Committee  to  achieve  these  goals  for  the  Department.   This  concludes  my 
opening  statement.   I  would  be  pleased  to  respond  to  any  questions  you  or  the  other  members 
of  the  Committee  may  have. 
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Mr.  Thornton.  I  would  like  also  at  this  point  to  insert  in  the 
record  the  statement  of  Susan  Gaffhey,  the  Inspector  General. 
Without  objection,  those  statements  will  appear  in  the  record,  and 
we  can  proceed  with  questions  which  may  be  addressed  to  you.  You 
have  already  been  in  front  of  us  for  quite  a  few  minutes  without 
getting  your  formal  statement  in  and  we  appreciate  your  testi- 
mony. 

Mr.  Lewis.  Mr.  Chairman,  in  that  case,  why  don't  we  give  Susan 
her  time  and  she  can  read  her  entire  statement? 

Secretary  ClSNEROS.  Mr.  Chairman,  I  just  wanted  to  say,  before 
you  leave  Ms.  Davis,  the  quality  of  her  work,  which  is  excellent, 
may  be  in  part  attributable  to  the  fact  that  she  is  a  Harvard  Busi- 
ness School  graduate  or  perhaps  the  fact  that  she  worked  for  Gen- 
eral Motors  and  American  Express  and  brings  a  lot  of  corporate 
ideas  because  it  is  probably  attributable  to  the  fact  that  she  is  a 
native  of  Arkansas. 

Mr.  Thornton.  And  her  parents  live  on  the  edge  of  my  district. 
You  noticed  how  gentle  I  have  been.  We  are  very  proud  of  you. 

Ms.  Davis.  Thank  you  very  much. 

IMPROVING  FINANCIAL  SYSTEMS 

Mr.  Thornton.  Mr.  DeSeve,  it  is  early  in  the  multiyear  project, 
but  can  you  make  an  estimate  of  how  much  progress  the  Depart- 
ment is  making  in  improving  its  financial  systems  as  it  tries  to  do 
so  in  its  reinventing  and  upgrade  of  financial  systems? 

Mr.  DeSeve.  I  think  so.  One  of  the  first  things  we  did  was  look 
at  the  procedures  we  had  in  place  for  our  biggest  program,  that  is 
Section  8  and  the  management  of  that  particular  project.  We  made 
a  fundamental  decision  under  the  Deputy  Secretary  earlier  this 
year  that  there  are  really  two  projects,  there  is  really  the  PIH  Sec- 
tion 8  project  and  the  housing  Section  8  project. 

I  think  both  of  those  within  the  next  12  months  will  be  essen- 
tially completed.  When  I  say  that,  to  the  point  to  which  they  have 
addressed  the  material  weaknesses  that  led  to  their  creation  in  the 
first  place.  And  you  are  capable  of  processing  payments  as  well  as 
estimating  budget  resources  in  a  way  that  we  can  all  be  satisfied 
it  is  fully  automatable  and  able  to  be  relied  upon  both  in  the  field 
offices  and  in  headquarters,  so  I  feel  very  good  about  that. 

Mr.  Thornton.  Do  you  think  they  will  be  able  to  stay  within  the 
$100  million  that  was  targeted  for  those  purposes? 

Mr.  DeSeve.  Yes,  I  do.  Again,  that  is  over  a  five-year  period  that 
we  are  requesting  those  funds.  Certainly,  CFS  and  TRACS  will  not 
exceed  that.  The  projects  we  have  ongoing  or  a  total  revamping  of 
the  accounting  system,  we  are  trying  to  get  rid  of  some  of  the  200- 
plus  computer  systems  we  have  that  don't  talk  to  each  other  and 
stringing  those  together  in  a  single  integrated  accounting  system 
following  OMB  guidelines  using  off-the-shelf  software  that  is  on  the 
GSA  schedule  that  way  to  keep  costs  down  while  at  the  same  time 
putting  a  good  system  in. 

Mr.  Thornton.  Thank  you. 
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DECREASE  IN  IG  FTE 

Mr.  Thornton.  I  noticed,  Ms.  Gaffney,  that  you  are  proposing  to 
decrease  by  11  FTE  your  office  personnel.  Will  this  adversely  affect 
your  ability  to  accomplish  your  mission? 

Then  I  also  note  that  seven  out  of  11  are  in  the  field,  and  I  was 
wondering  why  most  of  the  reductions  are  in  the  field? 

Ms.  Gaffney.  First,  of  the  11,  three  of  the  FTE  are  leaving  the 
IG's  Office  to  go  to  HUD.  We  are  transferring  the  personnel  secu- 
rity function  out  of  the  IG's  Office  to  the  Office  of  Administration. 
That  is  the  OPM  background  checking  function.  It  is  not  a  tradi- 
tional IG  function.  It  is  not  in  the  IG  act  as  an  IG  function.  As  far 
as  I  am  concerned,  it  is  very  related  to  the  personnel  and  ADP 
function  and  administration.  That  accounts  for  three  of  the  FTEs 
we  are  losing. 

The  other  FTEs  we  are  losing  are  simply  in-line  with  the  overall 
downsizing  required  by  Executive  order  and  we  will  continue  to  be 
losing  FTE. 

You  know,  an  IG's  office  can  do  as  much  or  as  little  as  you  want 
it  to  do.  We  are  not  a  factory  with  a  required  output.  I  think  that 
we  will  be  all  right.  We  have  done  a  couple  of  things  that  are  going 
to  help.  I  think  you  see  in  my  statement  that  we  have  focused  very 
heavily  on  operational  priorities. 

[The  information  follows:] 
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Statement  of  Susan  Gaffney 

Inspector  General 

U.  S.  Department  of  Housing  and  Urban 

Development 

Before  the  Subcommittee  on  VA,  HUD,  and  Independent  Agencies   of 
the  House  Subcommittee  on  Appropriations 

April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  1995 

Budget  proposal  of  the  Office  of  Inspector  General. 

The  budget  request  of  $47.5  million,  together  with 
$.5  million  in  other  transfers,  provides  the  OIG  $48  million  for 
Fiscal  Year  1995.   This  is  a  $1.2  million  increase  over  our  1994 
appropriated  budget  of  $46.8  million.   The  proposed  1995  staffing 
level  is  530  full-time  equivalent  (FTE)  employees,  which  is  a 
decrease  of  11  FTEs  from  our  current  estimate  of  541  FTEs . 
Although  our  staff  is  decreasing,  the  increased  budget  amounts 
are  necessary  because  of  inflation  and  the  implementation  of 
locality  pay. 

The  Office  of  Inspector  General's  operational  priorities 
will  be  management  accountability  for  the  "top  10  problems" 
facing  the  Department,  and  our  most  recent  initiative,  Operation 
Safe  Home.   In  1994  and  1995,  we  will  continue  to  assess  the 
adequacy  of  management  plans  and  actions  on  the  "top  10 
problems."   Of  these,  three  are  systemic  in  nature:   the 
management  environment,  data  systems,  and  resource  management. 
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Until  these  problems  are  in  check,  HUD  will  be  unduly  hampered  in 
carrying  out  its  mission.   A  major  portion  of  our  resources  will 
be  devoted  to  these  areas  to  ensure  continued  management  focus 
and  commitment. 

Operation  Safe  Home  represents  a  concerted  effort  by  the  HUD 
Office  of  Inspector  General  with  law  enforcement  agencies  within 
the  Departments  of  Justice,  and  Treasury,  and  the  Office  of 
National  Drug  Control  Policy.  These  groups,  in  cooperation  with 
state  and  local  law  enforcement  agencies  and  public  housing 
authorities,  are  leveraging  resources  to  combat  violent  crime  and 
fraud  in  public  and  assisted  housing.   Operation  Safe  Home  was 
announced  by  Vice  President  Gore  in  a  White  House  press 
conference  on  February  4,  1994.   In  addition  to  violent  crime, 
two  other  major  aspects  of  Operation  Safe  Home  are  equity 
skimming  and  PHA  fraud. 

Equity  skimming,  or  misuse  of  project  assets  and  income, 
contributes  to  defaults  on  FHA- insured  multifamily  mortgages, 
substandard  living  conditions  for  low- income  families,  increased 
demand  for  further  HUD  financial  assistance,  and  losses  to  HUD 
due  to  devalued,  foreclosed  properties.   Currently,  $12  billion 
is  at  risk  due  to  defaulted  mortgages. 

Our  efforts  to  combat  fraud  in  PHA  programs  involve 
identification,  investigation,  and  prosecution  of  potential  white 
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collar  crimes  such  as  procurement  fraud,  embezzlement,  and 
bribery.   Our  goal  is  to  ensure  that  the  scarce  resources 
available  to  public  housing  agencies  are  used  for  their  intended 
purposes,  rather  than  being  diverted  to  illegal  activities. 

Operation  Safe  Home  progress  to  date  is  impressive,  as 
supported  by  the  following  examples  relating  to  violent  crimes, 
equity  skimming,  and  PHA  fraud. 

•  A  recent  raid  conducted  by  multi-agency  law  enforcement 
offices,  including  the  Office  of  Inspector  General,  broke 
up  a  public  housing  gun  and  drug  operation  in  New  York 
City.  More  than  $240,000  in  heroin,  25  firearms,  and 
$50,000  in  cash  was  seized.   Authorities  believe  the  dozen 
individuals  arrested  during  this  raid  are  members  of  a 
drug  trafficking  operation  that  is  a  major  source  of 
heroin  and  guns  for  four  public  housing  developments. 

•  In  the  area  of  multifamily  equity  skimming,  a  management 
company  has  agreed  to  pay  HUD  $1.3  million  and  will  repay 
40  HUD  insured  projects  $9.7  million  for  project  violations. 

•  In  the  area  of  PHA  white  collar  crime,  two  construction 
companies  and  their  presidents  have  been  indicted,  one  for 
allegedly  scheming  to  defraud  HUD  by  submitting  inflated 
expenses  for  public  housing  construction  and  renovation, 
and  the  other  for  submitting  inflated  insurance  and 
bonding  expenses . 
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By  leveraging  the  coordinated  resources  of  Federal  and  local 
law  enforcement  agencies,  Public  Housing  Authorities,  and  HUD 
towards  efforts  such  as  these,  Operation  Safe  Home  offers  an 
unprecedented  opportunity  to  attack  fraud  and  abuse  in  HUD 
programs  and  improve  the  quality  of  tenants'  lives  and  living 
conditions.   I  ask  for  your  full  support  as  we  move  forward  on 
this  initiative. 

To  ensure  our  statutorily- required  independence  and 
objectivity,  the  Office  of  Inspector  General  established  the  OIG 
Office  of  Counsel  in  1994.   This  Office  is  responsible  for 
independently  providing  the  full  range  of  professional  legal 
services  and  advice  with  respect  to  the  formulation, 
coordination,  revision  and  execution  of  the  entire  OIG  program. 
Legal  advisors  to  the  IG  play  a  critical  role  in  preparing  IG 
subpoenas,  advising  on  legal  and  regulatory  issues  pertaining  to 
OIG  audits  and  investigations,  and  working  with  the  Department  of 
Justice  on  OIG  referrals.   The  IG  needs  such  advisors  to  be  free 
of  dependency"  on  any  other  persons  or  organizational  units  within 
the  Department . 

Also  in  1994,  the  OIG  established  positions  for  a  Public  and 
Congressional  Affairs  Officer  and  a  Human  Resources  Advisor.   The 
Public  and  Congressional  Affairs  function  serves  primarily  to 
convey  the  OIG's  policies,  priorities,  and  results  to  both  the 
media  and  the  Congress,  and  to  facilitate  an  ongoing  dialogue 
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with  Congressional  Members  and  staff  on  issues  of  concern.   The 
Human  Resource  Advisory  function  will  foster  a  work  environment 
that  values  cultural  diversity  and  will  enhance  our 
organizational  productivity  by  capitalizing  on  our  staff's  varied 
knowledge,  skills,  and  abilities.   All  these  positions  were 
absorbed  within  our  current  FTE  ceilings. 

During  this  past  year,  the  HUD  Office  of  Inspector  General 
has  taken  a  number  of  significant  steps  towards  streamlining  its 
operations  and  refocusing  its  resources  to  more  effectively  meet 
its  customers'  needs  for  timely,  accurate,  and  comprehensive 
evaluations,  audits,  and  investigations.   These  steps  include 
eliminating  process  versus  results-oriented  activities, 
delegating  appropriate  operational  authority  and  responsibility 
to  our  field  staff,  and  transferring  functions  to  the  Department 
that  are  not  integral  to  the  IG  mission.   For  example,  in  1994, 
we  detailed  three  FTEs  associated  with  the  personnel  security 
function  to  the  Office  of  Administration.   Personnel  security 
involves  coordinating  background  investigations  for  HUD  staff  in 
positions  designated  as  sensitive.   We  believe  that  the 
efficiency  of  this  function,  which  is  not  part  of  the  IG's 
statutory  mission,  will  be  enhanced  by  locating  it  within  the 
Office  of  Administration  where  it  will  be  more  closely  linked 
with  the  personnel  function  it  supports.   These  staff  are 
transferred  in  the  1995  Budget. 
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The  Office  of  Inspector  General  has  a  critical  role  in 
assuring  that  the  Department  sustains  the  momentum  necessary  to 
complete  the  many  important  initiatives  and  reforms  underway. 
Approval  of  our  1995  budget  request  is  essential  if  we  are  to 
accomplish  this  goal,  and  at  the  same  time  respond  to  the  high 
level  of  demands  and  expectations  placed  upon  us  as  a  result  of 
the  increased  workload  generated  by  Operation  Safe  Home,  HUD's 
susceptibility  to  fraud  and  mismanagement,  and  the  Department's 
need  for  OIG  assistance  as  it  continues  its  focus  on  systemic 
management  issues. 

This  concludes  my  formal  statement.   However,  I  would  be 
remiss  if  I  did  not  express  my  deep  appreciation  for  the  support 
that  the  Committee  has  provided  for  the  staff  and  activities  of 
the  Office  of  Inspector  General.   I  would  be  happy  to  respond  to 
any  questions  you  may  have  at  this  time. 
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Mr.  Thornton.  I  was  going  to  ask. 

Ms.  Gaffney.  We  have  two  areas.  One  is  HUD's  top  10  manage- 
ment problems  and  the  other  is  Operation  Safe  Home.  Each  of 
those  is  a  large  area,  but  this  kind  of  focusing  and  our  being  will- 
ing to  let  go  of  virtually  everthing  else  is,  I  think,  well  beyond  any- 
thing that  an  IG  normally  does.  An  IG  normally  says,  well,  I  will 
investigate  whatever  complaints  come  in.  I  must  audit  on  a  regular 
cycle. 

We  are  saying  we  are  not  going  to  do  that.  We  are  going  to  target 
the  particular  things  that  we  think  are  of  great  significance  and  we 
are  going  to  go  after  them,  and  that  enables  us,  I  think,  to  use  our 
resources  more  wisely  and,  hopefully,  more  effectively  than  we 
have  in  the  past. 

Mr.  Thornton.  Well,  I  could  not  help  but  note  as  I  reviewed 
your  testimony  and  your  budget  that  you  were  not  going  for  the 
traditional  audit,  investigative  work  that  an  Inspector  General's 
Office  has  been  traditionally  interested  in;  But  rather  moving  into 
issues  as  varied  as  violent  crime  in  public  housing,  fraud  in  public 
housing  authorities,  equity  skimming  in  multifamily  insured  hous- 
ing; which  I  agree  remain  matters  of  great  concern. 

My  question  is,  how  was  your  office  chosen  to  be  the  focus  of 
these  investigative  activities? 

Ms.  Gaffney.  Well,  first,  Mr.  Thornton  we  choose. 

Mr.  Thornton.  You  choose,  okay. 

Ms.  Gaffney.  We  are  independent  within  HUD.  But  I  will  ex- 
plain how  we  came  about  to  choose,  yes. 

Mr.  Thornton.  I  am  glad  to  get  that  response.  I  may  have  been 
checking  something  out  there  to  make  sure  that  you  are  independ- 
ent. 

FOCUS  OF  IG  INVESTIGATIONS 

Ms.  Gaffney.  There  is  some  credit  to  be  given  to  the  Secretary. 
He  called  me  in  five  months  ago  or  six  months  ago  and  said  that 
he  was  terribly  concerned  about  HUD's  reputation  as  a  scandal  rid- 
den, corrupt  place.  He  felt  that  that  reputation  was  standing  in  the 
way  of  programmatic  advancement,  and  he  said  we  really  have  to 
do  something  about  the  abuses. 

The  Secretary  said:  you  are  the  independent  IG,  you  tell  me  what 
the  worst  abuses  are  and  then  you  come  back  and  give  me  a  cam- 
paign for  solving  them. 

This  answer  will  take  just  a  little  time.  So  we  consulted  within 
the  Office  of  the  Inspector  General  and  we  decided,  based  on  our 
knowledge  of  HUD  and  previous  OIG  work,  that  there  were  three 
areas  of  major  abuse.  The  three  top  areas  we  thought  were  violent 
crime  in  public  housing,  fraud  in  public  housing  administration, 
and  equity  skimming  in  multifamily  housing. 

If  you  would  permit  me  to  go  through  them  briefly  one  by  one. 

Mr.  Thornton.  Please  do. 

CRIME  IN  PUBLIC  HOUSING 

Ms.  Gaffney.  Most  IGs  are  not  heavily  involved  in  traditional 
law  enforcement  activities.  We  have  not  been  involved  in  tradi- 
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tional  law  enforcement  activities,  despite  the  fact  that  our  people 
are  trained  criminal  investigators.  And  I  did  hear  Mr.  Lewis  say 
the  other  day,  and  I  am  willing  to  agree  with  you,  that  we  don't 
want  to  turn  our  people  into  policemen.  That  is  not  the  point  of  our 
violent  crime  initiative. 

But  when  we  looked  at  what  is  undermining  HUD  programs,  it 
was  unclear  public  and  assisted  housing  is  a  major  locus  of  violent 
crime.  And  when  we  went  from  Federal  law  enforcement  agency  to 
Federal  law  enforcement  agency  to  see  what  was  happening,  what 
we  found  was  that  they  are  doing  a  lot  of  separate  things.  Very  few 
are  coordinated  and  they  don't  even  recognize  HUD-financed  hous- 
ing as  such. 

They  talk  about  housing  projects,  but  they  don't  understand  that 
HUD  is  investing  billions  of  dollars  into  particular  housing  projects 
and  they  also  don't  understand  that  HUD  has  programs  for  com- 
batting crime  or  drug  abuse.  There  has  been  almost  a  total  lack 
within  the  Federal  Government  of  focus  on  crime  in  public  and  as- 
sisted housing.  And  there  has  further  been  a  problem  with  commu- 
nication and  coordination  between  the  local  police  and  HUD. 

So,  the  question  became  who  is  going  to  do  something  about  this? 
Who  is  going  to  bring  the  focus  and  cooperation  to  bear?  And,  al- 
though it  is  not  traditional  IG  work,  you  see,  if  HUD  doesn't  bring 
the  focus,  no  one  will  bring  it  because  no  one  else  has  that  concern 
about  housing.  Within  HUD,  we  have  ties,  the  IG  does,  to  law  en- 
forcement both  on  a  local  and  a  Federal  level.  We  deal  with  them 
constantly. 

So  I  made  a  judgment  that,  because  of  the  seriousness  of  this 
problem,  we  would  use  our  good  offices,  we  would  facilitate,  we 
would  do  whatever  we  could  to  bring  about  a  Federal  focus  on  vio- 
lent crime  in  public  and  assisted  housing. 

Unfortunately,  the  way  the  law  enforcement  community  works  is 
that  you  just  can't  be  a  nicey-nicey  facilitator  to  be  taken  seriously. 
You  have  to  be  a  player.  Aiid  that  means  in  fact  that  our  people 
are  now  engaged  in  undercover  operations,  in  raids,  in  arrests,  in 
very,  very  serious  kinds  of  law  enforcement. 

FRAUD  IN  PUBLIC  HOUSING 

The  second  area,  fraud  in  public  housing  has  been  a  major  work- 
load for  us  over  the  years.  What  we  tried  to  do  new  in  this  area 
was  to  cease  doing  audit  reports,  essentially.  We  are  doing  28 
major  joint  investigations  with  the  FBI.  It  is  a  major  commitment 
on  the  part  of  the  FBI  to  work  with  us  on  that. 

With  respect  to  the  probes  I  talked  about  the  other  day,  a  major 
change  we  are  making  is  that  we  are  not  doing  audit  reports  be- 
cause audit  reports  aren't  all  that  effective.  They  take  a  long  time. 
Often  the  recommendations  become  mired  in  bureaucratic  paper- 
work. We  decided  to  go  narrowly  into  a  series  of  public  housing  au- 
thorities and  look  for  fraud.  The  result  of  those  probes  is  going  to 
be  referrals  for  investigations,  not  reports  to  HUD  management  or 
to  the  housing  authorities. 

Mr.  Thornton.  May  I  just  interrupt  and  ask,  is  there  going  to 
be  a  vacuum  left  with  regard  to  the  audit  function? 

Ms.  Gaffney.  No.  Overall  or? 

Mr.  Thornton.  With  regard  to  HUD? 


280 

Ms.  Gaffney.  No.  I  think  not.  I  think  in  fact  the  impact  of  what 
we  are  doing  is  more  heavily  on  the  investigative  function.  What 
is  going  to  happen  in  the  investigative  function  is,  you  are  going 
to  see  us  doing  fewer  tenant  assistance  cases.  We  are  going  to  be 
turning  to  HUD  management  and  housing  authority  management 
and  saying,  stop  using  us  for  these  things. 

You  are  going  to  see  less  focus  in  our  office  on  minor  time  and 
attendance  kinds  of  employee  cases  that  HUD  management  really 
should  be  taking  care  of. 

Mr.  Thornton.  I  have  heard  Mr.  Lewis  asking  questions  on  this 
and  I  would  be  pleased  to  yield  if  you  have  questions  you  want  to 
pursue  on  this  subject. 

Mr.  Lewis.  Mr.  Chairman,  I  really  think  I  have  asked  most  of 
the  questions  I  wanted  to.  I  might  mention,  however,  that  in  an- 
other venue,  I  have  a  responsibility  that  involves  my  being  a  stu- 
dent relatively  to  the  work  of  the  FBI,  and  I  have  not  in  those  ses- 
sions ever  even  raised  a  question  about  public  housing.  It  seems 
appropriate  I  do  so,  and  it  might  be  very  interesting  for  you  and 
I  have  to  have  an  exchange  after  that. 

Ms.  Gaffney.  I  would  be  delighted. 

EQUITY  SKIMMING  AND  MULTIFAMILY  INSURED  HOUSING 

Mr.  Thornton.  Your  last  category  is  equity  skimming  and  multi- 
family  insured  housing.  I  have  read  your  testimony,  but  do  you 
have  additional  comments  you  would  like  to  make  on  that? 

Ms.  Gaffney.  Yes.  This  is  the  area  where  everyone  in  this  com- 
munity believes  that  we  are  losing  major  amounts  of  money.  If 
HUD  is  bleeding,  this  is  where  people  believe  it  has  been  happen- 
ing. 

For  years  and  years,  the  IG's  Office  has  been  doing  audits  and 
has  been  trying  to  prosecute  cases  of  what  we  believed  was  multi- 
family  equity  skimming.  We  have  been  unsuccessful  and  largely  we 
now  believe  because  we  have  been  trying  to  get  criminal  prosecu- 
tions. The  burden  of  proof  is  too  high. 

Since  Operation  Safe  Home,  we  have  worked  extensively  with 
the  Department  of  Justice  and  U.S.  Attorneys,  and  we  are  essen- 
tially going  in  the  direction  of  the  audit  function's,  making  direct 
referrals  to  U.S.  Attorneys  for  civil  enforcement.  In  the  last  three 
months,  we  have  had  25  such  cases  accepted  for  prosecution,  which 
is  more  cases  than  we  have  had  accepted  in  the  last  decade. 

Mr.  Thornton.  Twenty-five  in  the  last  three  months? 

Ms.  Gaffney.  Which  is  more  than  we  have  had  in  the  last  dec- 
ade. And  what  is  important  about  this  is  we  must  get  a  series  of 
successful  prosecutions  because  when  that  happens,  the  deterrent 
effect  is  going  to  be  enormous.  That  industry  is  a  tight  industry 
that  will  watch  and  will  know. 

Mr.  Thornton.  Certainly  would  be  a  disincentive. 

Ms.  Gaffney.  One  would  think. 

CASE  DESCRIPTION 

Mr.  Lewis.  Can  you  describe  hypothetically  a  sizable  case  for  us? 
Don't  give  us  any  names. 
Ms.  Gaffney.  A  sizable  case  would  involve  $20  million. 
Mr.  Lewis.  Tell  me  what  happens. 
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Ms.  Gaffney.  What  happens  is  you  are  the  owner  or  manager 
of  one  of  our  insured  multifamily  projects  and  we  have  an  agree- 
ment about  the  proper  uses  of  your  project  income  and  that  agree- 
ment is  designed  to  ensure  that  the  property  is  maintained,  that 
people  are  living  safe,  secure  conditions.  You  decide,  just  like  an 
S&L,  that  this  is  an  insured  property,  the  Feds  are  going  to  take 
care  of  it  in  the  end,  so  you  take  the  project  income  and,  instead 
of  meeting  your  obligation  to  put  the  funds  back  in  the  project,  you 
start  diverting  the  funds  to  your  private  bank  account  or  to  travel 
or  to  your  family  or  whatever. 

And  then  there  is  the  inevitable  sequence  of  events.  First  of  all, 
the  property  starts  deteriorating  because  you  are  not  maintaining 
it  and,  eventually,  the  property  goes  into  default  and  then  HUD 
ends  up  with  this  dreadful  situation  of  properties  that  we  can't 
maintain  either,  and  then  you  walk. 

HUD  POLICY  ON  REASSIGNMENT  OF  FIELD  OFFICE  PERSONNEL 

Mr.  Thornton.  Thank  you  very  much. 

Mr.  DeLay,  do  you  have  any  questions? 

Mr.  DeLay.  Thank  you  Mr.  Chairman,  I  just  wanted  to  pursue 
one  avenue  that  affects  a  constituent  of  mine. 

Mr.  Thornton.  Yes,  sir,  please  go  ahead. 

Mr.  DeLay.  Frankly,  I  think  it  leads  to  the  questioning  of  this 
committee  on  what  the  policy  at  HUD  is;  I  don't  know  who  can  an- 
swer this.  Mr.  Secretary  you  are  here. 

Secretary  Cisneros.  Hello,  sir. 

Mr.  DeLay.  I  want  to  pursue  a  line  of  questioning  that  regards 
a  specific  series  of  incidences  relating  to  the  eventual  retirement  of 
one  William  Robertson,  Jr.  who  was  the  former  manager  of  the 
Houston  HUD  office.  After  meeting  with  Mr.  Robinson,  and  review- 
ing the  related  documents,  its  seemed  clear  at  least  to  me  that  the 
events  leading  to  his  retirement  are,  hopefully,  quite  out  of  the  or- 
dinary and,  in  my  opinion,  unacceptable  conduct  for  a  government 
agency. 

For  those  who  are  aren't  familiar,  Mr.  Chairman  and  Ranking 
Member,  Mr.  Robertson  became  manager  of  the  Houston  office  in 
March  of  1991.  He  had  been  a  deputy  manager  for  six  years  before 
that  and  acting  manager  before  that.  He  worked  in  the  Houston  of- 
fice for  35  years.  His  performance  rating  ending  on  September  the 
30th,  1992,  was  highly  successful.  His  performance  rating  ending 
in  September  of  1993  was  outstanding. 

According  to  Mr.  Robertson,  on  September  the  14th,  a  Frank 
Wing,  senior  advisor  to  the  Secretary  of  HUD  arrived  in  Mr.  Rob- 
ertson's office  to  deliver  a  letter  notifying  him  that  he  had  been  re- 
assigned to  Washington.  I  just  don't  understand,  is  this  the  way  all 
HUD  employees  are  notified  of  reassignment  or  is  this  a  special 
case? 

reasons  for  reassignment 

Secretary  Cisneros.  Mr.  Chairman,  I  can  speak  to  this. 

Mr.  Thornton.  Mr.  Secretary. 

Secretary  Cisneros.  This  is  a  matter  related  to  the  lawsuits 
against  HUD  in  the  east  Texas  counties  which  resulted  in  the 
much-publicized  case  in  one  county  in  Vidor,  Texas.  The  issue  has 
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to  do  with  the  desegregation  orders  that  we  had  been  ordered  to 
implement  by  Judge  Justice  at  this  time  in  some  67  counties  of 
East  Texas.  And  we  were  having  great  difficulty  getting  the  HUD 
offices  both  in  Fort  Worth  and  in  Houston  to  take  the  necessary 
proactive  steps  to  deal  with  this  desegregation  case. 

In  one  county  in  Orange,  Texas  where  Vidor  was  located,  the  sit- 
uation had  reached  a  point  of  crisis.  The  people  of  this  community 
of  10,000,  at  least  many  of  their  leaders,  were  proud  of  the  fact 
that  not  one  single  African-American  lived  in  this  community  even 
though,  as  you  know,  east  Texas  has  a  large  African-American  pop- 
ulation not  unlike  that  of  other  States  in  the  rural  south.  But  Vidor 
Texas  had  long  viewed  itself  or  had  been  viewed  in  Texas  as  a  cita- 
del of  ethnic  purity,  if  you  will. 

This  case  reached  a  crisis  because,  in  an  effort  to  comply  with 
the  court  order  HUD  had  attempted  to  integrate  public  housing  in 
east  Texas  and  the  reaction  on  the  part  of  the  community  was  so 
much  against  the  African-American  families  that  in  short  order  two 
or  three  months  after  they  arrived,  they  began  to  be  intimidated 
away. 

The  case  reached  a  crisis  point,  families  with  children  had  left, 
persons  arrived  in  white  sheets  in  the  middle  of  the  night.  Children 
were  intimidated  in  play  settings,  women  had  to  walk  along  a  road 
without  a  sidewalk  to  a  laundromat  and  people  would  drive  by  and 
holler  names  at  them  and  frighten  and  so  forth.  They  left.  And 
then  finally,  only  two  single  males  were  left  in  the  buildings.  They 
were  intimidated  away  after  midnight  visits  and  then  one  of  the 
men  was  shot  in  Beaumont,  Texas. 

No  one  had  concluded  that  the  shooting  was  directly  related  to 
this,  but  clearly,  if  he  had  not  been  forced  to  leave  his  setting  in 
that  apartment,  he  would  probably  be  alive  today. 

As  I  say,  we  were  having  difficulty  getting  the  HUD  offices  in 
Texas,  the  traditional  civil  service  headed  offices,  to  take  the  role 
that  they  needed  to.  We  couldn't  do  our  job  for  the  failure  of  the 
bureaucracy  to  act. 

Mr.  Wing  is  a  senior  advisor  to  me  and,  at  that  time,  he  had  re- 
sponsibility for  the  field  office  structure.  And  I  basically  told  him 
to  change  the  people  in  those  offices  so  that  we  could  put  in  place 
the  team  necessary  to  carry  out  these  court  orders,  because  HUD 
was  going  to  be  held  liable  for  its  failure  to  integrate  public  hous- 
ing in  these  east  Texas  counties. 

This  is  a  very  widespread  case.  It  is  the  so-called  Young  case — 
Young  versus  Cisneros.  And  it  has  been  widely  discussed.  Dallas 
Morning  News  has  done  Pulitzer  prize-winning  stories  of  the  prob- 
lem. I  didn't  want  HUD  to  be  part  of  the  problem  any  longer. 

CHANGE  IN  RESPONSIBILITIES  AFTER  REASSIGNMENT 

Mr.  DeLay.  Well,  Mr.  Secretary,  first  off,  Mr.  Wing  told  Mr.  Rob- 
ertson that  this  was  not  the  reason  he  was  being  reassigned,  and 
now  you  are  on  the  record  saying  that  it  is  the  reason  he  was  being 
reassigned.  The  point  is,  that  during  all  that  was  going  on  in  Vidor, 
the  only  responsibility  the  Houston  office  had  was  to  provide  re- 
ports to  the  regional  office  and  the  national  office.  They  did  not 
have  responsibility  for  the  debacle  in  Vidor. 
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The  Houston  office  had  no — the  way  I  understand  it,  responsibil- 
ity whatsoever  with  the  case  other  than  providing  reports.  And 
while  the  Vidor  situation  was  going  on — which  I  abhor,  I  am  glad 
you  cleaned  it  up.  The  point  is  that  ihis  person  who  lived  in  Hous- 
ton and  worked  for  HUD  for  35  years  and  got  a  rating  of  outstand- 
ing during  this  whole  mess,  all  of  a  sudden  is  reassigned  imme- 
diately to  Washington  to  do  something  he  is  not  qualified  to  do. 

Secretary  ClSNEROS.  Let  me  give  you  just  a  couple  of  points  of 
response.  First,  the  Houston  office  did  not  have  direct  responsibil- 
ity, but  it  did  report  to  the  Fort  Worth  office  and  we  changed  the 
people  in  the  Fort  Worth  office  as  well  who  did  have  responsibility. 

Secondly,  let  me  make  clear,  I  am  not  suggesting  that  Mr.  Rob- 
ertson is  directly  responsible  for  any  failing  in  this  case,  but  we 
needed  to  have  people  in  place  who  could  be  part  of  the  solution 
and  not  just  be  neutral.  So  we  felt  it  was  important  to  act  to  get 
proactive  people  who  could  be  part  of  the  solution  and  the  Houston 
office  is  now  acting  in  that  way. 

Finally,  we  have  a  procedure  called  directed  reassignment  in 
which  a  person  is  not  terminated  their  rights  or  pensions.  You  are 
not  endangered.  They  are  given  the  right  to  move  to  meet  the  De- 
partment's needs  and  that  was  offered  Mr.  Robertson.  He  may  have 
chosen  not  to  accept  directed  reassignment.  It  is  a  formal  personnel 
procedure  that  we  go  through. 

Mr.  DeLay.  Yes,  but  it  is  a  procedure  to  run  him  off. 

Secretary  ClSNEROS.  It  wasn't  intended  to  do  that. 

Mr.  DeLay.  But,  Mr.  Secretary,  this  is  a  guy  that  had  grown  up 
in  Houston,  Texas,  worked,  and  had  outstanding  ratings  from  the 
HUD  for  35  years  and  someone  from  your  office  walks  in  with  a 
letter  that  directs  him  in  30  days  to  move  to  Washington. 

Now,  what  does  that  tell  this  employee?  And  not  only  that,  but 
to  put  him  in  the  Office  of  Deputy  Assistant  Secretary  for  Multi- 
family  Housing  of  which  he  has  absolutely  no  experience  in  that 
field.  That  is  pretty  well  a  firing  letter,  don't  you  agree? 

Secretary  Cisneros.  No,  sir.  The  Houston  office  is  an  FHA  office, 
and  the  assignment  in  Washington  would  have  been  to  the  FHA  or 
housing  staff.  I  can't  speak  to  whether  he  was  technically  knowl- 
edgeable with  the  details,  but  it  was  certainly  felt  that  at  his  grade 
level,  he  could  perform  the  general  supervisory  responsibilities  in 
this  new  job. 

Mr.  DeLay.  But  the  new  job  was  not  a  supervisory  level.  It  was 
a  nonsupervisory  level.  In  Houston,  he  had  130  people  he  oversaw. 
He  would  be  moving  to  Washington  in  30  days  and  given  a  non- 
supervisory  job. 

Secretary  ClSNEROS.  I  am  not  sure 

Mr.  DeLay.  In  a  field  he  had  no  expertise  at  all. 

Secretary  ClSNEROS.  I  am  not  sure  what  his  numerical  grade 
level  was  but  whomever  comes  into  Washington  generally  has  some 
supervisory  or  general  management  responsibilities  at  grades  13  or 
14  or  15.  Again,  we  felt  we  were  well  within  the  procedures  and 
the  law  in  proceeding  on  this  case  and,  given  the  exigencies  and 
the  reality  of  the  circumstance — we  created  a  Beaumont  office,  for 
example,  to  deal  with  the  east  Texas  problem  in  Vidor  responsible 
to  the  Houston  office,  and  given  his  lack  of  performance  in  this 
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area,  as  I  said,  neutral  performance  in  this  area,  we  needed  some- 
body who  could  help  us  solve  the  problem. 

Mr.  DeLay.  Well,  I  don't  want  to  belabor  the  committee,  but  I 
have  just  got  to  say,  first  off,  he  had  no  responsibility  in  this  area 
other  than  to  provide  reports  to  the  regional  offices  under  the  case 
as  directed  by  Justice  William  Wayne  and  I  think  it  is  really  unfor- 
tunate that  you  would  treat  a  Federal  employee  of  35  years  like 
this,  a  66-year-old  man  very  close  to  retirement  to  tell  him  to  jerk 
out  his  entire  life  and  move  to  Washington  in  30  days  and  be  put 
into  a  corner  and  wait  out  his  retirement,  I  think,  it  is  really  unfor- 
tunate. 

Thank  you,  Mr.  Chairman. 

Mr.  Thornton.  Thank  you,  Mr.  Delay. 

I  am  tempted  to  reminisce  about  an  event  that  happened  within 
weeks  of  my  becoming  president  of  one  of  the  major  universities  in 
Arkansas.  A  tenured  faculty  member  of  many  years'  experience 
was  brought  before  me  with  a  complaint  affecting  that  teacher's 
performance,  and  I  not  being  an  academician,  listened  to  it  and 
gave  the  faculty  member  a  choice,  which  was  eventually  taken,  of 
resigning.  It  was  a  tough  case. 

The  faculty  member  teaching  freshmen  level  courses  had  enrolled 
a  son  in  the  course  and  had  awarded  that  son  an  "A"  for  his  per- 
formance even  though  the  student  never  attended  a  class.  I  got  in 
deep  hot  water  with  the  American  Association  of  College  Professors 
and  everybody  else  because  of  that.  But  the  ultimate  principle  in- 
volved was  that  the  individual  was  at  the  wrong  place  at  the  wrong 
time  and  it  stuck,  and  even  the  Association  of  College  Professors 
eventually  backed  down  on  it.  From  that  moment  forward,  I  never 
had  any  trouble  asking  any  of  my  tenured  faculty  to  volunteer  for 
committee  assignments  or  anything  and 

Mr.  DeLay.  Mr.  Chairman,  did  you  give  that  individual  an  out- 
standing rating  just  months  before  you  nailed  him? 

Mr.  Thornton.  That  individual  had  been  one  of  the  outstanding 
members  of  the  faculty  for  many  years. 

Secretary  Cisneros.  Mr.  Chairman,  I  am  glad  to  know  you  sur- 
vived that  as  a  president. 

Mr.  Thornton.  It  was  close. 

Secretary  Cisneros.  You  might  not  have  if  the  individual  in 
question  was  a  basketball  coach. 

Mr.  Thornton.  I  am  proud  of  that,  I  don't  mind  saying.  Mr. 
Nolan  Richardson  was  hired  but  two  years  later  when  he  lost  his 
lovely  daughter  Yvonne  to  leukemia,  an  illness  of  such  seriousness 
that  he  had  his  only  losing  season  in  his  entire  coaching  career,  the 
fans  got  angry  and  even  the  board  of  trustees  got  angry. 

I  let  it  be  known  in  no  uncertain  terms  that  as  long  as  I  was 
president  of  the  university,  Nolan  Richardson  could  be  our  basket- 
ball coach.  And  he  made  me  feel  real  good  recently  when  he  came 
through  at  the  end  of  the  season,  so  it  didn't  hurt  to  make  the  deci- 
sions either  way  on  the  basis  of  what  you  believe  to  be  fair  and 
just. 
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OFHEO  ORGANIZATION/STAFFING  STRUCTURE 

Mr.  Thornton.  We  have  one  more  witness  that  we  have  not  in- 
quired of  and  that  is  the  Federal  Housing  Enterprise  Oversight 
which  is  a  new  agency.  It  has  been  in  existence  for  less  than  a  year 
and  we  have  the  head  of  that  agency  with  us  today. 

And  I  want  to  ask  you,  what  progress  has  been  made  in  your 
staffing,  how  many  employees  do  you  have  on  board?  Is  the  organi- 
zational structure  functioning  as  a  unit,  Ms.  Alvarez,  since  it  has 
moved  outside  of  the  Department? 

Ms.  Alvarez.  Thank  you,  sir.  I  welcome  and  appreciate  the  op- 
portunity to  appear  before  you  today  as  the  first  director  and  the 
first  employee  of  the  Office  of  Federal  Housing  Enterprise  Over- 
sight. 

Mr.  Lewis.  You  are  not  from  Arkansas,  are  you? 

Mr.  Thornton.  What  would  make  you  think  such  a  thing? 

Ms.  Alvarez.  Was  he  too  nice? 

Secretary  Cisneros.  There  are  not  too  many  Alvarezes  in  Arkan- 
sas. 

Ms.  Alvarez.  I  don't  think  so. 

Mr.  Lewis.  Touche,  Mr.  Cisneros. 

Ms.  Alvarez.  I  did  move  here  from  California,  however. 

Mr.  Lewis.  It  is  our  loss. 

Ms.  Alvarez.  Thank  you.  As  first  director,  first  employee,  I  was 
sworn  in  on  June  1st,  which  was  when  the  office  was  officially  es- 
tablished. To  a  great  degree,  my  budget  and  my  budget  requests 
are  a  reflection  of  the  fact  that  I  started  with  zero  and  have  had 
to  build  capacity  to  provide  financial  safety  and  soundness  over- 
sight for  two  very  large  important  shareholder-owned  but  Federally 
chartered  companies  known  as  Fannie  Mae  and  Freddie  Mac.  Be- 
tween the  two  of  them,  they  constitute  a  $1.24  trillion  Federal 
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mortgage  market,  so  my  responsibility  is  a  very  serious  one  to  the 
taxpayer. 

I  am  an  office  of  HUD,  but  I  am  an  independent  office.  I  report 
directly  to  Congress.  In  fact,  I  am  more  independent  than  OCC  and 
OTS  who  go  through  Treasury.  I  actually  report  directly  to  the 
Congress.  The  legislation  states  that  my  testimony  will  not  be  re- 
viewed by  the  Secretary.  I  develop  my  own  budget  apart  from 
HUD's  budget.  And,  my  budget  is  funded  by  an  assessment  on 
Fannie  Mae  and  Freddie  Mac,  rather  than  through  taxpayer  dol- 
lars. 

I  have  taken  the  responsibility  to  be  independent  very  seriously 
because  I  believe  that  is  what  was  intended  by  the  legislation,  and 
based  on  my  exhaustive  research,  means  for  me,  not  only  to  be 
independent  in  the  performance  of  my  duties — the  Secretary's  re- 
sponsibility is  for  the  policy  and  programmatic  regulation  of  Fannie 
Mae  and  Freddie  Mac — but  to  have  the  resources  to  be  able  to  reg- 
ulate two  very  powerful  companies.  I  want  to  do  it  in  a  way  that 
is  not  intrusive  to  their  businesses,  and  that  is  done  in  an  intel- 
ligent, cooperative  way,  but  I  really  must  be  certain  that  my  little 
organization  doesn't  become  captured  or  overwhelmed. 

[The  information  follows:] 
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Statement  of 

Aida  Alvarez,  Director 
Office  of  Federal  Housing  Enterprise  Oversight 

Before  the  Subcommittee  on  VA,  HUD  and  Independent  Agencies 
on  the  House  Committee  on  Appropriations 

April  1994 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the 
proposed  amended  fiscal  year  1995  Budget  for  the  Office  of 
Federal  Housing  Enterprise  Oversight  (OFHEO) .  The  total  amended 
funding  request  for  OFHEO  in  fiscal  year  1995  is  $15.5  million, 
$2  million  less  than  originally  requested.   It  supports  65  full 
time  equivalent  (FTE)  positions  rather  than  the  originally 
projected  56  FTE  positions. 

The  cost  savings  we  would  achieve  under  the  amended  budget 
request  are  significant:  a  $15.5  million  request  represents 
12  percent  less  than  the  original  request  ($17.5  million).   OFHEO 
is  not  funded  with  taxpayer  dollars.   Section  1316  of  the  Act 
authorizes  the  collection  of  annual  assessments  from  the  Federal 
Home  Loan  Mortgage  Corporation  (Freddie  Mac)  and  the  Federal 
National  Mortgage  Association  (Fannie  Mae) . 

Background 

As  the  first  Director  of  OFHEO,  I  face  the  unique  challenge 
of  creating  a  new  office  to  monitor  the  financial  safety  and 
soundness  of  two  very  large  Enterprises  created  by  Congress,  but 
shareholder-owned.   The  combined  assets  and  off-balance  sheet 
obligations  of  Freddie  Mac  and  Fannie  Mae  exceed  $1.24  trillion. 
Net  income  reported  for  1993  was  over  $2.7  billion.   Each 
Enterprise  has  over  3,000  employees,  with  over  80  percent  of 
their  total  workforce  located  at  their  Washington  area 
Headquarters . 

These  complex,  technically  sophisticated  organizations  have 
never  been  subject  to  review  by  an  independent  office.   The  Act 
establishes  OFHEO  as  an  independent  regulator,  comparable  to 
other  federal  regulators  of  financial  institutions  in  its  safety 
and  soundness  mission.   OFHEO 's  fiscal  year  1995  amended  budget 
request  reflects  the  resources  required  to  comply  with  its 
statutory  mandate. 

Statutory  Mandate 

The  Federal  Housing  Enterprises  Financial  Safety  and 
Soundness  Act  of  1992  (the  Act),  Title  XIII  of  the  Housing  and 
Community  Development  Act  of  1992,  established  the  Office  of 
Federal  Housing  Enterprise  Oversight  (OFHEO)  as  an  independent 
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Office  in  the  Department  of  Housing  and  Urban  Development  (HUD) . 
The  principal  responsibility  of  the  Office  is  to  ensure  that  the 
two  largest  Government-Sponsored  Enterprises  are  adequately 
capitalized  and  operating  safely. 

The  Act  requires  OFHEO  to  conduct  annual  on-site 
examinations  at  Fannie  Mae  and  Freddie  Mac.   Additional 
examinations  may  be  conducted  as  necessary.   Furthermore,  OFHEO 
is  required  to  develop  a  financial  modeling  capability  sufficient 
to  conduct  "stress  tests"  that  will  determine  risk-based  capital 
requirements  for  the  Enterprises. 

The  Office  is  also  required  by  statute  to  conduct  other 
regulatory  activities,  including:  issuing  regulations;  reporting 
to  Congress;  determining  capital  levels;  taking  enforcement 
actions,  including  consideration  of  capital  restoration  plans,  as 
appropriate;  and  prohibiting  the  payment  of  excessive 
compensation  by  the  Enterprises.   In  addition,  the  Director  is 
responsible  for  the  management  of  the  Office,  including 
establishing  and  implementing  annual  budgets,  the  hiring  of,  and 
compensation  levels  for,  personnel  of  the  Office,  and  annual 
assessments  for  the  costs  of  the  Office. 

These  regulatory  activities  require  the  services  of 
examiners,  lawyers,  economists,  accountants,  policy  analysts, 
financial  analysts  and  other  specialists.   Excluding  support 
personnel  (eight  secretaries  and  one  receptionist),  OFHEO  will 
accomplish  its  mission  with  a  minimum,  but  senior,  professional 
staff  of  56,  and  will  rely  on  outside  contractors  and  consultants 
for  start-up  and  peak  load  resource  demands. 

1995  Amended  Budget 

The  amended  fiscal  year  1995  Budget  is  $4.8  million  larger 
than  the  fiscal  year  1994  Budget.   Since  OFHEO  began  operations 
in  the  fourth  quarter  of  fiscal  year  1993,  the  Budget  for  fiscal 
year  1994  constituted  the  true  start-up  year  for  the  Office.   The 
amended  fiscal  year  1995  Budget  provides  the  support  necessary 
for  OFHEO  to  fully  implement  programs  initiated  in  fiscal  year 
1994.   This  is  consistent  with  the  operating  strategy  that  I  set 
for  fiscal  year  1994:   hiring  key  management  and  staff, 
developing  the  necessary  infrastructure  for  the  Office  to  operate 
as  an  independent  regulator,  and  identifying  the  resources 
required  to  meet  the  Office's  statutory  requirements. 

The  original  fiscal  year  1995  Budget  requested  $17.5  million 
and  was  prepared  prior  to  having  all  senior  staff  in  place.   When 
the  full  complement  of  OFHEO  managers  came  on  board  as  of  March, 
I  directed  them  to  re-evaluate  and  refine  the  fiscal  year  1995 
Budget  submission.   The  result  of  this  re-evaluation  is  the 
amended  budget  recently  submitted. 
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The  amended  fiscal  year  1995  Budget  requests  $15.5  million 
and  reflects  the  knowledgeable  input  of  new  senior  managers  as 
well  as  a  sensitivity  to  the  issue  of  confidentiality  of 
proprietary  information.   OFHEO's  senior  managers  reassessed 
consulting  costs  and  proposed  more  economical  options,  which 
partially  account  for  the  decreased  budget  request. 

We  have  recently  embarked  upon  the  full-time  mission  of 
regulating  Fannie  Mae  and  Freddie  Mac.   In  that  context  the  issue 
of  confidentiality  has  properly  assumed  a  place  of  primary 
importance.   It  is  difficult  to  guarantee  confidentiality  when 
using  contract  secretarial  and  clerical  assistance.   It  is  also 
(as  confirmed  by  recent  GAO  reports)  far  more  expensive. 
Bringing  the  support  staff  on  board  as  FTEs  will  achieve 
substantial  cost  savings.   It  will  also  enhance  our  ability  to 
maintain  the  confidentiality  of  proprietary  data  and  the 
organization's  institutional  capacity. 

Staffing 

We  are  proposing  an  FTE  level  of  65,  an  increase  of  9  FTEs 
from  the  original  fiscal  year  1995  Budget  request,  and  an 
increase  of  20  FTEs  from  the  1994  current  estimate.   The  FTEs 
increase  has  been  approved  by  the  Office  of  Management  and 
Budget.   Secretary  Cisneros  has  been  briefed  on  our  budget 
request  and  he  concurs  with  my  assessment  of  the  resources  needed 
to  adequately  address  our  regulatory  mandate. 

The  original  fiscal  year  1995  Budget  request  proposed  an 
increase  of  11  FTEs  from  the  1994  current  year  estimate.   This 
increase  will  support  additional  professionals  in  the  examination 
and  research  areas  necessary  to  accomplish  our  statutory 
responsibilities.   The  original  request  also  envisioned 
contracting  for  all  secretarial  and  administrative  support.   As  a 
result  of  reassessing  OFHEO's  need  to  maintain  confidentiality  of 
proprietary  information,  the  amended  1995  budget  requests  an 
additional  9  FTE  for  secretarial  and  administrative  support. 

Conclusion 

The  Office  must  now  balance  hiring  and  management  decisions 
against  FTE  caps.   This  balancing  act  is  made  more  difficult  by 
the  need  to  maintain  confidentiality  of  proprietary  financial 
data  while  using  contract  services.   Going  forward,  OFHEO  should 
be  given  the  flexibility  to  make  sound  choices  between 
contracting  and  staffing  which  will  be  more  cost  effective  and 
provide  enhanced  program  integrity.   These  choices  can  best  be 
made  in  the  absence  of  an  FTE  cap. 

My  philosophy  for  accomplishing  OFHEO's  statutory  mission  is 
to  create  an  independent ,.  lean  organization  which  will  attract 
and  retain  highly  qualified  individuals  who  will  be  rewarded  for 
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demonstrating  creativity,  expertise,  efficiency  and  flexibility. 
Only  with  this  prototype  organizational  structure  can  we  maintain 
a  lean  regulatory  staff  and  avoid  being  captured  by  the 
Enterprises  that  we  regulate.   The  amended  fiscal  year  1995 
Budget  provides  the  minimum  resources  necessary  to  provide 
effective  oversight  of  Fannie  Mae  and  Freddie  Mac. 

This  concludes  my  opening  statement.   I  want  to  take  this 
opportunity  to  thank  this  Committee  for  its  continued  support  of 
OFHEO  and  its  mission  of  ensuring  the  continued  availability  and 
af fordability  of  mortgage  credit  to  all  Americans  by  ensuring  the 
financial  safety  and  soundness  of  Fannie  Mae  and  Freddie  Mac.   I 
would  be  pleased  to  address  any  questions  you  may  have. 
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OFHEO  REQUEST  FOR  INCREASE 

Mr.  Thornton.  I  have  a  question  I  don't  believe  I  have  ever  had 
the  opportunity  of  asking  before.  When  we  received  the  original 
funding  request  for  your  office,  a  letter  from  you  regarding  the 
amended  fiscal  year  1995  budget,  you  asked  for  $15.5  million, 
which  is  $2  million  less  than  originally  requested  in  the  President's 
fiscal  year  1995  request. 

Ms.  Alvarez.  Yes. 

Mr.  Thornton.  Now  how  did  that  happen? 

Ms.  Alvarez.  It  is  a  function  of  my  being  a  start-up  organization 
and  the  fact  that  my  deliberate  strategy  of  necessity  has  been  to 
hire  senior  people.  For  the  most  part,  my  organization  is  relatively 
small  and  to  be  staffed  by  senior  people  and  to  hire  senior  people 
when  you  don't  have  the  benefits  of  a  headhunter,  you  have  to  do 
it  on  your  own. 

Mr.  Thornton.  It  is  taking  you  more  time. 

Ms.  Alvarez.  It  takes  a  lot  of  time. 

What  happened  was  that  I  came  into  my  job,  and  was  sworn  in 
on  June  1st.  There  was  already  a  budget  in  place  on  the  House  side 
that  requested  $5.7  million  which,  as  I  studied  the  budget  and  my 
mission,  I  felt  was  insufficient  for  me  to  be  an  independent  regu- 
lator. 

I  started  a  process  that  concluded  in  September  when  I  got  the 
increased  funding  I  requested  but,  unfortunately,  an  FTE  cap  was 
imposed.  Frankly,  no  sooner  had  I  turned  in  that  budget  and  com- 
pleted that  process,  than  I  was  required  to  put  in  my  fiscal  year 
1995  budget.  I  had  done  research,  and  to  the  extent  that  I  was  able 
to  make  a  determination,  I  put  in  for  a  budget  to  the  tune  of  $17.5 
million  with  56  FTEs. 

As  I  got  my  senior  people  in  place  by  March,  which  was  a  month 
ago,  I  had  finally  hired  the  core  senior  staff.  I  had  a  strategic  plan- 
ning process  underway  in  my  office,  and  I  asked  them  to  go 
through  the  budget  and  to  tell  me  if  this  could  be  done  better  or 
more  economically.  What  they  came  back  with  was  a  reduction  in 
the  request  for  funding  by  $2  million.        

Mr.  Thornton.  But  an  increase  in  the  FTE? 

Ms.  Alvarez.  Yes.  The  increase  was  to  hire  secretaries.  The 
original  request  for  56  FTEs  represents  professionals.  One  of  the 
very  important  issues  to  Fannie  Mae,  Freddie  Mac,  and  ourselves 
is  the  issue  of  confidentiality.  We  have  been  examining  that  from 
all  angles,  and  it  seemed  clear  to  me  that  to  continue  to  use  tem- 
porary support  services  not  only  is  not  good  for  continuity  and  in- 
stitutional capacity,  but  it  is  also  not  necessarily  the  best  way  to 
ensure  confidentiality. 

We  have  instituted  a  fairly  strong  oath  that  our  employees  have 
to  take,  a  commitment  not  to  work  for  Fannie  Mae  and  Freddie 
Mac  for  a  period  of  two  years  after  they  have  left  our  employment, 
and  other  means  of  ensuring  that,  and  we  thought  that  hiring  sec- 
retaries in  addition  to  the  56  FTEs  would  be  a  good  investment. 

EXAMINATION  OF  FANNIE  MAE  AND  FREDDIE  MAC 

Mr.  Thornton.  I  want  to  move  forward  from  organization  to  the 
substance  of  your  charge.  The  development  of  a  risk-based  capital 
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stress  test  for  two  government  enterprises  both  on  credit  risk  and 
interest  rate  risk  and  an  examination  of  the  Freddie  Mac  and 
Fannie  Mae  enterprises. 

Have  you  started  that  examination  and  will  you  be  issuing  a  re- 
port at  the  conclusion  of  the  examination,  and  what  progress  have 
you  made  toward  the  stress  test  capital  standard? 

Ms.  Alvarez.  We  have  certainly  performed  our  duties  with  re- 
spect to  the  quarterly  capital  classifications.  The  legislation  con- 
tains ratios  that  we  have  applied  and  a  methodology  which  Fannie 
Mae  and  Freddie  Mac  agreed  was  acceptable  and  have  determined 
that  using  those  ratios  specified  in  the  legislation,  they  are  ade- 
quately capitalized.  However,  that  is  an  interim  classification. 

I  do  have  much  of  the  research  team  in  place.  I  have  my  director 
of  examinations,  and  since  she  came  on  board  in  March,  the  hiring 
process  is  still  going  on  there.  Both  the  heads  of  both  of  those  units 
nave  already  had  a  number  of  meetings  with  Fannie  Mae  and 
Freddie  Mac  discussing  and  outlining  the  process.  We  have  also 
submitted  data  requests  which  they  are  in  the  process  of  complying 
with.  Our  intention  is  certainly  to  be  as  responsive  as  possible  to 
the  deadlines  which  are  fairly  ambitious. 

Mr.  Thornton.  In  a  start-up  of  any  new  agency  or  enterprise, 
the  oversight  function  is  more  immediate  and  needs  to  be  more 
contemporaneous  than  just  on  an  annual  or  periodic  basis.  I  would 
hope  that  as  this  start-up  occurs,  that  you  will  be  in  constant  touch 
with  staff  and  let  us  know  how  you  are  doing  toward  meeting  the 
objectives  that  you  have  outlined. 

Mr.  Alvarez.  I  would  be  delighted  to  do  that,  sir.  Thank  you. 

Mr.  Thornton.  Mr.  Lewis. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman.  I  don't  have  any  questions 
but  Ms.  Alvarez,  congratulations  and  welcome. 

OFHEO  OVERS)  GHT  RESPONSIBILITIES 

Secretary  ClSNEROS.  Mr.  Chairman,  if  I  may,  this  is  an  area 
where  the  Congress,  in  its  wisdom  in  passing  an  oversight,  Aida's 
primary  responsibilities  are  financial  oversight,  and  HUD's  respon- 
sibilities are  goals  setting  and  we  are  separate  and  we  keep  them 
separate.  But  the  wiseness  of  the  Congress  to  set  up  a  fiduciary 
structure  and  a  goal-setting  structure  has  already  borne  results 
that  will  touch  tens  of  millions  of  people. 

Fannie  Mae's  recent  announcement  that  they  are  committing  to 
a  trillion  dollars  of  investment,  a  thousand  billion  dollars  between 
now  and  the  end  of  the  decade,  the  next  six  years,  that  will  allow 
10  million  new  homeowners,  they  may  or  may  not  have  done  this 
absent  this  congressional  action. 

But  the  fact  that  the  Federal  Government  set  up  a  monitoring 
mechanism  to  pursue  these  government  sponsored  enterprises  and 
their  objectives,  their  actions,  their  public  actions,  without  allocat- 
ing massive  amounts  of  Federal  dollars  to  do  it,  nothing  commen- 
surate with  the  bang  with  the  few  bucks  that  they  are  putting  into 
it  is  really  an  example  of  things  we  ought  to  be  thinking  about  in 
other  areas  in  the  future  where  we  use  the  marketplace.  Monitor 
the  marketplace.  Create  these  kind  of  separate  enterprises. 

I  just  think  it  is  a  success  story  that  hasn't  been  told  yet.  They 
are  meeting  their  goals  for  the  most  part  on  low  income  lending, 
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they  are  not  doing  as  well  in  central  city  lending,  but  we  are  push- 
ing on  that  and  they  are  not  doing  as  well  in  terms  of  special  popu- 
lations. We  still  haven't  made  much  of  a  dent  in  terms  of  African- 
American  communities  access  to  home  ownership  funds,  something 
like  2  percent  in  one  case.  Its  all  that  their  performance  level  is, 
but  with  this  kind  of  oversight,  the  quality  of  staffing  that  is  being 
organized,  I  think  the  Federal  Government  is  going  to  see  a  big 
public  effect  without  itself  having  to  create  a  massive  structure  to 
do  the  work. 

Mr.  Thornton.  Well,  Mr.  Secretary,  I  would  like  to  repeat  some- 
thing I  said  the  other  day,  that  the  success  in  large  measure  will 
be  attributable  to  your  vision  and  leadership  of  which  I  am  very 
proud.  I  think  that  you  are  doing  an  outstanding  job.  We  have  a 
role  to  follow  of  our  own  here  to  make  sure  that  funds  are  ac- 
counted for  properly  and  that  the  goals  are  uppermost  in  the  mind 
of  those  who  are  charged  with  carrying  them  forward. 

I  want  to  thank  you  and  your  members  of  your  team  for  the  ex- 
cellent testimony  that  you  and  they  have  provided  to  this  sub- 
committee. And  without  anything  further,  unless  you  want  to  add 
something,  Mr.  Lewis,  I  am  going  to  declare 

Mr.  Lewis.  Well,  Mr.  Thornton  to  publicly  add  to  the  record  my 
welcome  to  Ms.  Cisneros,  the  daughter.  I  am  glad  the  daughter  of 
the  Secretary  is  with  us  here  today. 

Thank  you,  Mr.  Chairman. 

RECESS 

Mr.  Thornton.  Without  anything  further,  the  hearing  will  be  in 
recess  until  Tuesday  morning  at  9  a.m.  where  we  will  hear  from 
public  witnesses.  I  thank  each  of  you  for  your  attendance  and  your 
testimony. 
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Mr.  stokes  #1 

Management  of  Unobligated  Balances 

Question:   The  Bouse  and  Senate  Appropriations  Committees  have  expressed 
concern  about  the  large,  unobligated  balances  that  were  carried  forward  into 
fiscal  year  1994.   What  is  BUD  doing  to  improve  the  obligation  of  funds  in  the 
various  programs  it  manages?  Mr.  Secretary,  why  should  the  Congress  approve 
funding  for  additional  new  programs  for  the  Department  when  it  is  having 
problems  obligating  the  funds  for  its  existing  programs? 

Answer:   Fiscal  year  1993  was  a  transitional  year  for  both  BUD  and  this 
Administration.   It  was  a  time  of  reexamining  options  and  priorities  as  well 
as  reexamining  the  way  in  which  we  conduct  business.   One  of  the  areas 
explored  was  streamlining  our  funding  process,  we  want  to  make  sure  that 
appropriated  funds  reach  our  clients  as  expeditiously  as  possible.   As  a 
result,  we  do  not  expect  large  carryover  funds  in  fiscal  year  1995. 

Unobligated  balances  may  give  a  somewhat  distorted  picture  as  a  measure 
of  overall  program  activity.   A  substantial  portion  of  the  Department's 
unobligated  balances  represents  funding  which  already  has  been  reserved — as  in 
the  case  of  the  Annual  Contributions  for  Assisted  Bousing  account.   Of  the 
$19.6  billion  remaining  unobligated  under  this  account  at  the  end  of  the 
fiscal  year  1993,  $17.4  billion  (89  percent)  was  reserved.   This  means  that 
applications  were  reviewed,  projects  selected,  and  recipients  notified  but 
that  processing  had  not  yet  reached  the  endorsement  (obligation)  stage. 

Mr.  Stokes  #2 
Explanation  of  Carryover  Funds 

Question:  Provide  for  the  record  a  listing  of  all  programs  that  had 
significant  unobligated  balances  carried  forward  into  1994,  the  amount  of 
those  funds  and  the  reason. 

Answer:   Please  refer  to  the  table  below  for  the  requested  information. 
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Mr.  Stokes  #3 
Hope  1  Program 

Question:   The  budget  requests  $100  million  for  HOPE  grants  in  1995. 
However,  no  funds  are  planned  for  the  HOPE  1  in  1995.   How  many  public  housing 
units  do  you  currently  estimate  will  be  sold  under  the  HOPE  1  program?  We're 
looking  for  the  total  number  of  units  since  the  inception  of  the  program. 

Answer:   We  estimate  that  2,217  units  will  be  sold  pursuant  to 
17  implementation  grant  awards  made  in  fiscal  year  1992  and  12  implementation 
grant  awards  made  in  fiscal  year  1994. 

Question:   Have  all  available  funds  for  implementation  grants  been 
awarded?   If  not,  explain  when  they  will  be  awarded. 

Answer:   Yes.   After  rescissions  in  the  1994  Appropriation  and  Emergency 
Supplemental  Appropriation  acts,  the  amount  available  for  HOPE  1 
implementation  grants  was  $47,907,118.   Implementation  grant  awards  of 
$22,441,934  for  1993  HOPE  1  applicants  were  announced  Hay  10,  1994.   An  award 
of  $24,882,854  for  a  1992  HOPE  1  applicant  was  also  made  this  fiscal  year. 
The  funds  remaining  in  the  program  include  $582,330  in  recaptures  and 
$2,414,379  in  technical  assistance  funds  needed  to  assist  HOPE  1  grantees. 

Mr.  stokes  *4 

Savings  Generated  by  Legislative  Proposals 

Question:   Eleven  legislative  proposals  are  detailed  on  pages  D-6  through 
D-8  of  the  justifications.   These  proposals  are  estimated  to  save  hundreds  of 
millions  of  dollars  in  outlays  in  1995  and  billions  of  dollars  over  the  5-year 
period  1995-1999. 

Provide  for  the  record  a  table  listing  by  program  the  savings  for  each 
program  in  1995  and  the  total  savings  for  the  5-year  period. 

Answer:   A  listing  of  savings  by  program  in  1995  and  the  total  savings 
for  the  5-year  period  is  on  the  following  table : 

Mr.  Stokes  <4 

Savings  Generated  by  Legislative  Proposals 

Question:   How  many  of  these  eleven  proposals  require  additional 
authorizing  legislation? 

Answer:   Eight  of  the  eleven  proposals  require  additional  authorizing 
legislation.   They  are: 

1 .  Preservation  Reform; 

2 .  No  AAF  if  Section  8  Contract  Rent  is  above  the  local  Section  8 
existing  Fair  Market  Rent  (FMR); 

3.  Refinance  High  Cost  Section  8  Debt  on  New  construction/Substantial 
Rehabilitation  Projects; 

4 .  Limit  Section  8  New  Construction/Substantial  Rehabilitation  Rents  to 
the  FMR  for  Renewals; 

5.  Eliminate  subsidy  for  LMSA  Units  as  they  "Turnover''; 

6.  Reduce  AAF  Rent  Increases  for  "Stayers"; 

7.  New  Preference  for  Working  Families;  and 

8.  Decouple  PHA  fees  from  the  FMRs 

Question:   Can  any  of  these  savings  proposals  be  implemented  without 
additional  authorizing  legislation? 
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Outlay  Savings 


Total 
FY  1995  FY  1995- FY  1999 

(Dollars  in  millions) 


Preservation  Reform 

Round  down  the  AAF 

IRS  Income  Matching 

No  AAF  for  rents  above  local  FMR 

Refinance  High  Cost  NC/SR  Sec.  8  Debt 

Limit  Sec.  8  NC/SR  rents  to  FMR  for  Renewals 

Eliminate  Subsidy  for  LMSA  units  as  they  'turnover" 

Reduce  AAF  rent  increases  for  "Stayers" 

Reduce  FMR  from  the  45th  percentile  to  40the  percentile 

New  Preference  for  Working  Families 

Decouple  PHAfees  from  FMRs 
Total 


6.0 

3.0 

NA 

110.0 

2.0 

2.0 

55.0 

77.0 

29.0 

77.4 

JJ7.0 
448.4 


30.0 

75.0 

1,586.0 

1,430.0 

110.0 

111.0 

818.0 

881.0 

567.0 

990.4 

462.0 

7,060.4 
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Answer:   Yes.   There  are  three  proposals  that  can  be  implemented  without 
additional  authorizing  legislation.   They  are: 

1.  Round  Down  the  Annual  Adjustment  Factor  (AAF); 

2.  Implement  an  IRS  Income  Match;  and 

3.  Reduce  the  FMR  from  the  45th  to  the  40th  Percentile  of  Local  Market 
Rent 

Question:   Have  all  of  these  savings  proposals  which  require  legislation 
been  included  in  the  Department's  legislative  proposal  package? 

Answer:   Yes,  all  of  the  savings  proposals  which  require  legislation  have 
been  included  in  the  Department's  legislative  proposal  package. 

Answer:   He  estimate  that  2,217  units  will  be  sold  pursuant  to 
17  implementation  grant  awards  made  in  fiscal  year  1992  and  12  implementation 
grant  awards  made  in  fiscal  year  1994. 

Question:   Have  all  available  funds  for  implementation  grants  been 
awarded?   If  not,  explain  when  they  will  be  awarded. 

Answer:   Yes.   After  rescissions  in  the  1994  Appropriation  and  Emergency 
Supplemental  Appropriation  acts,  the  amount  available  for  HOPE  1 
implementation  grants  was  $47,907,118.   Implementation  grant  awards  of 
$22,441,934  for  1993  HOPE  1  applicants  were  announced  May  10,  1994.   An  award 
of  $24,882,854  for  a  1992  HOPE  1  applicant  was  also  made  this  fiscal  year. 
The  funds  remaining  in  the  program  include  $582,330  in  recaptures  and 
$2,414,379  in  technical  assistance  funds  needed  to  assist  HOPE  1  grantees. 

Mr.  Stokes  #5 

Fair  Market  Rents 

Question:   Fair  Market  Rents  (FMRs)  are  established  by  HUD  for  each  major 
housing  market  in  the  nation.   Last  year,  there  was  concern  that  because  of 
new  data  collected  from  the  decennial  census  that  the  FMRs  in  some  areas  would 
be  reduced.   Of  course,  the  Department  is  also  proposing  to  reduce  FMRs  by 
reducing  the  local  rents  to  the  40th  percentile  from  the  45  percentile.   From 
the  mail  the  Subcommittee  has  been  receiving,  this  does  not  appear  to  be  a 
very  popular  proposal.   Explain  what  is  meant  when  you  propose  reducing  rental 
costs  from  the  45th  to  the  40th  percentile. 

Answer:   The  level  at  which  HUD  sets  FMRs  is  expressed  as  a  percentile 
point  within  the  rent  distribution  of  standard  quality  rental  housing  units. 
The  current  FMR  definition  is  the  45th  percentile  rent,  which  is  the  dollar 
amount  below  which  45  percent  of  the  standard  quality  rental  housing  units 
rent.   The  45th  percentile  rent  is  drawn  from  the  distribution  of  rents  of  all 
units  which  are  occupied  by  recent  movers  (renter  households  who  moved  into 
their  units  within  the  past  15  months).   Public  Bousing  units  and  newly  built 
units  less  than  2 -years  old  are  excluded.   Changing  the  FMR  definition  by' 
reducing  it  to  the  40th  percentile  rent,  would  mean  that  40  percent  of  the 
specified  rental  stock  is  available  to  the  program  rather  than  45  percent. 
All  other  elements  of  the  definition  would  remain  unchanged.   It  would  still 
be  based  on  the  recent  mover  inventory,  which  typically  has  higher  rents  than 
the  inventory  as  a  whole,  and  it  would  still  exclude  public  housing  units  and 
rental  units  that  are  substandard. 

Question:   What  does  HUD's  research  indicate  would  be  the  probable  impact 
of  reducing  FMRs  on  the  quality  and  location  of  section  8  housing? 
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Answer:   By  definition,  the  proposed  change  would  reduce  the  number  of 
eligible  units  in  each  FMR  area  by  11  percent  (5/45).   The  actual  dollar 
change  in  the  FMR  would  be  relatively  small,  typically  3  percent.   Because 
FMRs  are  calculated  in  a  way  that  eliminates  substandard  units  from 
consideration,  40  percent  of  the  standard  quality  stock  would  still  be 
available.   The  answer  below  discusses  the  locational  impact. 

Question:   Would  reducing  the  FMRs  have  the  affect  of  restricting 
Section  8  housing  choices  to  poor  neighborhoods  and  less  desirable  housing? 

Answer:   Preliminary  findings  of  HUD's  analysis  have  provided  no  evidence 
to  suggest  the  proposed  FMR  levels  will  unduly  restrict  the  choice  of 
participating  families  who  wish  to  find  program-eligible  units  outside  of 
areaB  of  low-income  or  minority  population  concentrations.   In  an  analysis  of 
30  metropolitan  areas,  there  was  only  one  area  (Miami)  where  the  change 
appears  to  result  in  any  significant  change  in  access  to  sub-areas  within  the 
metropolitan  area.   In  addition,  HUD  intends  to  use  exception  rents 
aggressively  to  make  units  in  sub-areas  available  under  the  program. 

Question:   Would  landlords  continue  to  rent  to  the  same  families  at  a 
lower  rent? 

Answer:   The  reduction  in  the  FMR  standard  would  not  cause  anyone 
currently  participating  in  the  Section  8  program  to  be  dislocated  or  to  have  a 
rent  increase.   When  the  assistance  contract  for  a  unit  comes  up  for  renewal, 
the  rent  HUD  pays  to  the  landlord  would  be  updated,  as  usual,  based  on  the 
amount  the  landlord  currently  receives  and  the  amount  of  the  Annual  Adjustment 
Factor  applicable  to  the  particular  FMR  area.   The  rent  the  family  pays  would 
continue  to  be  the  amount  it  can  afford  based  on  its  income .   The  new 
40th  percentile  FMRs  would  have  no  effect  on  either  the  rent  the  family  pays 
or  the  amount  the  landlord  receives.   The  new  FMRs  would  apply  only  to  new 
contracts  of  units  entering  the  program  or  units  that  were  previously  in  the 
program  but  whose  tenants  have  moved.   Even  then,  the  only  units  to  be 
affected  would  be  those  with  rents  between  the  old  and  new  FMR  standard  that 
would  no  longer  be  eligible  for  the  program.   Landlords  could  choose  to  reduce 
the  rents  of  such  units  if  they  had  been  participating  in  the  Section  8  Rental 
certificate  program  and  wished  to  continue  doing  so.   on  average,  the 
difference  between  the  45th  and  40th  percentile  FMRs  is  about  3  percent. 

Question:   What  percentage  of  the  FMRs  were  reduced  last  year  as  a  result 
of  the  revised  decennial  data? 

Answer:   Because  the  estimated  rents  diverged  from  actual  rents, 
74  percent  of  the  FMR  areas  had  reduced  FMRs  in  fiscal  year  1994.   As  a 
result,  the  national  average  FMR  for  fiscal  year  1994  was  only  SI  above  the 
average  for  fiscal  year  1993.   This  means  that  FMRs  on  average  had  been 
overestimated  by  about  3  percent,  or  1  year's  worth  of  inflation  at  the  recent 
rates . 

Mr.  Stokes  #6 

Flexible  Subsidy  for  Earthquake  Victims 

Question:   A  supplemental  appropriation  of  $100  million  was  provided  for 
the  Flexible  Subsidy  Program  in  the  1994  Emergency  Supplemental  Appropriations 
Act.   It  is  estimated  that  190  projects,  containing  more  than  16,000  units, 
will  receive  Flexible  Subsidy  earthquake  assistance.   This,  according  to  the 
justification,  represents  most  of  those  projects  which  are  eligible.   A  total 
of  $200  million  was  also  provided  for  earthquake  assistance  in  the  Section  8 
program.   How  much  of  the  $100  million  for  Flexible  Subsidy  has  been 
obligated? 

Answer:   As  of  May  27,  we  had  executed  contracts  for  $12.63  million  on 
10  projects. 
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Question:   What  will  happen  to  eligible  projects  that  are  not  covered? 

Answer:   Our  discussions  with  owners  and  field  staff  indicate  that  the 
$100  million  will  be  sufficient  to  fund  all  eligible  projects. 

Mr.  Stokes  #6 

Disaster  Rental  Certificates 

Question:   A  supplemental  appropriation  of  $100  million  was  provided  for 
the  Flexible  Subsidy  Program  in  the  1994  Emergency  Supplemental  Appropriations 
Act.   It  is  estimated  that  190  projects,  containing  more  than  16,000  units, 
will  receive  flexible  subsidy  earthquake  assistance.   This,  according  to  the 
justification,  represents  most  of  those  projects  which  are  eligible.   A  total 
of  $200  million  was  also  provided  for  earthquake  assistance  in  the  Section  8 
program.   Has  all  of  the  $200  million  for  Section  8  assistance  been  committed? 

Answer:   The  five  public  housing  agencies  (PHAs)  distributing  emergency 
rental  certificates  have  jointly  used  $125,768,629  of  the  $200  million 
committed  for  emergency  rental  assistance. 

Question:   How  many  units  does  that  represent? 

Answer:   The  $125,768,629  will  support  approximately  11,000  rental 
certificates. 

Question:   Of  the  funds  committed,  how  many  families  have  been  able  to 
find  places  to  rent? 

Answer:   There  are  9,723  families  who  are  currently  under  contract  with 
one  of  the  five  PHAs . 

Question:   What  happens  to  those  families  after  2  years — when  the 
temporary  assistance  runs  out? 

Answer:   The  Dire  Emergency  Supplemental  Appropriations  Act  of  1994 
provided  18-month  budget  authority  for  rental  certificates  for  Northridge 
earthquake  victims  in  the  Los  Angeles  area.   At  the  end  of  18  months,  the 
Annual  Contributions  Contract  (ACC)  term  will  expire  and  assistance  to 
families  will  be  discontinued.   Pursuant  to  authority  given  to  the  Secretary 
of  the  Department  of  Housing  and  Urban  Development  by  the  Congress,  rental 
certificate  assistance  under  this  special  allocation  is  limited  to  a  maximum 
of  18  months. 

The  Department  has  encouraged  PHAs  to  absorb  families  who  have  an 
emergency  disaster  rental  certificate  into  their  regular  Section  8  rental 
assistance  programs.   However,  HUD  can  only  recommend  that  a  PHA  amend  its 
administrative  plan  to  address  the  absorption  of  these  new  program 
participants.   If  a  PHA  decides  not  to  absorb  these  participants  into  its 
regular  program,  the  recipient  of  an  emergency  rental  certificate  must  reapply 
for  rental  assistance  once  the  rental  certificate  expires. 

Mr.  Stokes  #7 

Effect  of  Mortgage  Interest  Rates 

Question:   Interest  rates  for  home  mortgages  have  recently  increased. 
What  is  the  potential  impact  on  the  FHA  mortgage  insurance  programs  of  the 
recent  increase  in  interest  rates?  Has  or  will  FHA  business  drop-off — 
refinancings  seem  to  have  dried  up  with  the  recent  increase  in  interest  rates? 

Answer:   Commitment  activity  for  FHA  Section  203(b)  single-family 
mortgages  in  the  mmi  Fund  declined  from  $9.1  billion  in  March  to  $6.6  billion 
in  April  after  the  period  of  volatility  in  the  bond  market. 
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The  impact  of  FHA  volume  over  the  next  year  is  likely  to  depend 
significantly  on  whether  the  recent  stabilization  and  moderation  of  long-term 
interest  rates  continues. 

There  is  still  potential  for  further  refinancing  in  the  portfolio  of 
single-family  loans  in  the  Mutual  Mortgage  insurance  Fund.   As  of 
February  28,  1994,  2,477,722  loans,  44.8  percent  of  the  5,530,578  mortgages 
with  MMI  Fund  insurance-in-force,  carried  interest  rate  above  9  percent.   Of 
this  group  1,291,624  mortgages  (23.4  percent)  carried  interest  rates  above 
10  percent,   continued  economic  recovery  potentially  would  make  up  for 
diminishment  in  the  level  of  refinancings. 

Higher  interest  rates  make  it  more  difficult  for  some  borrowers  to 
qualify  for  conventional  loans.   Greater  reliance  on  fha  insurance  at  higher 
interest  levels  may  lessen  the  adverse  effect  on  FHA  volume. 

Mr.  Stokes  #8 

Potential  Credit  Subsidy  shortfall 

Question:   Last  year,  the  Congress  provided  the  requested  limitation  on 
loans  for  the  General  and  Special  Risk  Program  Account.   Bill  language 
apportioning  program  funds  on  a  quarterly  basis  was  included  in  the  Act.   The 
apportioning  of  funds  was  done  to  try  and  avoid  running  out  of  funds  prior  to 
the  end  of  the  fiscal  year  as  finding  supplemental  appropriation  funds  would 
prove  extremely  difficult.   The  Department  has  recently  proposed  some  program 
allocation  changes  to  handle  the  potential  shortfall  in  1994.   Explain  the 
Department's  proposal  for  handling  this  shortfall  in  1994  in  the  General  and 
Special  Risk  Program  Account  to  the  subcommittee. 

Answer:   The  Department  has  established  a  chronological  fund  reservation 
and  control  system.   Credit  subsidy  is  reserved  for  projects  reaching  the  firm 
commitment  processing  stage  in  chronological  order  up  to  the  quarterly 
allocation.   The  quarterly  allocation  system  has  the  effect  of  delaying  fund 
reservation  for  some  projects .  Without  a  supplemental  appropriation  of  credit 
subsidy  in  1994,  some  projects  will  experience  funding  delays  until  fiscal 
year  1995. 

Question:   Has  the  Department  been  able  to  find  an  offset  for  providing 
additional  funds  for  the  General  and  Special  Risk  Program  Account  in  1994? 

Answer:   A  supplemental  request  for  an  additional  $18.1  million  in  credit 
subsidy  was  transmitted  to  Congress  by  the  President  on  June  6.   It  included 
budget  authority  and  outlay  offsets  of  -$8.1  million  in  1994  and  -$2.7  million 
in  1995  from  negative  subsidy  receipts  due  to  higher  estimated  single-family 
insurance  volume.  Additionally,  up  to  -$10  million  in  discretionary  offsets 
would  come  from  appropriations  language  for  the  sale  of  assigned  note  assets. 

Question:   Given  the  situation  in  1994,  how  accurate  do  you  believe  your 
estimate  for  1995  is? 

Answer:   The  Administration  transmitted  a  Budget  Amendment  to  the  1995 
Budget  to  Congress  on  May  16,  1994.   The  Amendment  requests  an  additional 
$15  billion  for  the  MMI  Fund  and  $1.2  billion  for  the  GI/SRI  fund.  An 
additional  $36.4  million  of  credit  subsidy  appropriation  is  also  requested. 
Conditions  change  rapidly  in  the  mortgage  finance  industry,  largely  depending 
on  interest  rate  swings.   At  this  date,  we  believe  that  the  amended  request  is 
sufficient  to  meet  the  demand  in  fiscal  year  1995. 
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Mr.  stokes  #9 


FHA  Contracts 


Question:   The  Department  is  proposing  to  increase  the  amount  of 
supporting  contracts  funded  directly  out  of  the  FHA  fund.   The  Appropriation 
Committee's  current  limitation  on  such  funds  in  1994  is  $152  million.   The 
budget  proposes  to  increase  that  to  $179  million  in  1995.  What  should  BUD's 
headquarter 's-directed  contracts  for  FHA  increase  by  $27  million  or 
18  percent. 

Answer:   The  increase  proposed  is  for  $27  million,  as  presented  below. 
It  should  be  noted,  however,  that  this  number  includes  funding  for  both  field 
contracts  for  technical  disciplines  (architectural  and  engineering, 
appraisals,  inspections,  delegated  processing,  credit  reports,  foreclosure 
support,  comprehensive  servicing  etc.),  which  are  assigned  to  the  Field  by 
Headquarters  as  well  as  Headquarter ' s  directed  contracts.   It  does  not  include 
contracts  for  expenses  (holding  costs,  selling  expenses)  which  are  capitalized 
into  the  cost  of  assigned  and  acquired  properties  or  working  capital  fund 
transfers  for  the  development  and  maintenance  of  telecommunications  systems . 

Question!   Provide  for  the  record  a  table  of  the  estimated  $179  million 
in  contracts  in  1995. 

FHA  FUNDED  CONTRACTS 


Purpose 


Fiscal  Year 

1994* 


Estimate 

Fiscal  Year 

1995 


Increase   Percent 


1 .  Loan  Mgt . ,  Loan 

Processing,  Acctng. 
Support  Services   .  .  .    $48,500,000    $57,710,000    $9,210,000    19% 

2.  Financial  Analysis 

Legal /Foreclosure  Svcs. 
Asset  Management, 
Asset  Sales   27,700,000    32,409,000     4,709,000     17% 

3.  Systems  Operations 

and  Development   ....     64,080,000    75,604,000    11,524,000     18% 

4.  Debt  Collection  2,620,000     2,882,000       262,000     10% 

5.  Review  or  Audit  of 

Mortgagees/ 
Mortgagors   8.900.000   $10.057.000     1.157.000     13% 

Total  151,800,000    178,662,000     26,862,000    17.8 

•Based  on  estimated  expenditures  for  fourth  quarter  fiscal  year  1994. 

EXPLANATION 

1.  Increased  contract  support  will  be  for  significant  increases  in  the 
mortgage  insurance  workload,  e.g.,  in  fiscal  year  1994,  the  phone  center 
workload  has  increased  from  12,000  calls  per  week  to  33,000  calls  per 
week. 

2 .  Additional  specialized  expertise  will  be  required  as  a  result  of  the 
increased  use  of  financial  advisors  to  help  manage  both  the  Single- 
Family  inventory  and  the  Multifamily  portfolio.   Federal  agencies  are 
required  to  engage  financial  advisors  to  conduct  portfolio  valuations 
and  examine  pricing  options  when  loan  assets  are  sold. 
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3.  Outmoded  systems  require  additional  enhancements  to  provide  necessary 
levels  of  support  and  to  sustain  the  record  level  of  usage  due  to  the 
increased  mortgage  insurance  workload.   This  critical  need  has  been 
cited  by  both  HUD's  Inspector  General  and  independent  outside  auditors. 
Additionally,  FHA  systems  will  need  to  be  upgraded  to  support  Credit 
Reform  requirements. 

4.  Debt  collection  activities  annually  generate  substantial  revenue  to  the 
FHA  Fund.   The  projected  increase  reflects  the  additional  workload  in 
mortgage  insurance  underwriting. 

5.  Additional  resources  will  be  needed  to  process  claims  due  to  the 
increased  mortgage  insurance  workload.   In  fiscal  year  1994,  the  average 
time  for  processing  mortgagor  refunds  increased  from  10  days  to 

100  days. 

Mr.  Stokes  #10 

Senior  Citizen  Housing 

Question:   You  are  requesting  $6.3  million  for  the  Congregate  Housing 
Services  Program  in  1995,  a  reduction  of  $18.7  million  below  the  1994  level. 
Why  have  you  proposed  such  a  large  reduction  in  the  CBSP  for  fiscal  year  1995? 
This  program  seems  to  be  aimed  in  the  same  direction  as  the  Health  Security 
Reform  Proposal,  avoiding  more  costly  care. 

Answer:   The  Department  is  requesting  funding  to  extend  the  initial 
53  grantees  for  an  additional  year.   HUD  believes  the  grantees  currently  in 
the  program  should  be  maintained,  but  that  the  number  of  grantees  should  not 
be  expanded  pending  the  final  structure  of  health  care  reform.   In  addition. 
Bin)  believes  its  role  should  be  to  provide  service  coordinators  instead  of  the 
services  and  to  work  with  HHS  on  targeting  their  elderly  services  programs  to 
assist  housing  developments. 

Mr.  Stokes  #11 

Homeownership  Assistance  Fund 

Question:   The  Department  estimates  that  $106  million  will  be  available 
in  the  Homeownership  Assistance  Fund  at  the  end  of  1994  (page  M-14).   What 
would  happen  if  part  of  these  funds  were  transferred  to  other  programs  in 
1995?  As  I  understand  it,  none  of  these  funds  will  be  needed  to  extend 
contracts  until  1996. 

Answer:   The  Homeownership  Assistance  Fund  was  established  in  conjunction 
with  the  Section  235  Restructured  program  in  which  homeowners  receive 
assistance  for  a  10-year  period.   Section  235(c)  (3) (A)  of  the  National 
Housing  Act,  as  amended,  establishes  the  Fund.   The  unobligated  amounts  in  the 
Homeownership  Assistance  Fund  consist  of  recaptured  Section  235  authority, 
HUD's  participation  in  capital  appreciation,  and  interest  income  in  the  Fund. 
The  purpose  for  which  these  funds  are  authorized  (potential  continued 
assistance  to  homeowners  after  termination  of  the  10-year  contracts)  is 
outlined  in  Section  235  (c)(3)(B).   Additional  assistance  may  be  extended  at 
the  Secretary's  discretion. 

Section  235(c)(3)(A)  provides  that  the  balances  in  the  Homeownership 
Assistance  Fund  may  be  used:  "to  the  extent  approved  in  appropriation  Acts". 
The  unobligated  balances  have  been  held  by  both  OMB  and  CBO  to  be  unavailable 
for  obligation.   In  effect,  the  balances  are  not  usable  without  scoring 
discretionary  budget  authority  and  outlays.   Moreover,  since  use  of  the 
balances  has  not  been  imbedded  in  HUD's  baseline  budget  estimates,  no  offsets 
are  allowed  in  conjunction  with  deploying  these  resources  in  another  program. 
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The  Department  considered  use  of  these  balances  in  conjunction  with 
supplemental  credit  subsidy  requirements  in  1994.   It  was  determined  that  the 
Bomeownership  Assistance  Fund  balances  could  be  neither  rescinded  nor 
transferred  without  scoring  additional  discretionary  budget  authority  and 
outlays  to  reflect  use  for  other  purposes. 

Mr.  Stokes  #12 

Los  Angeles  Earthquake 

Question:   There  was  $25  million  included  in  the  Emergency  Supplemental 
Appropriations  Act,  1994,  for  the  modernization  of  existing  projects  damaged 
in  the  January  1994  earthquake  in  southern  California.   What  is  the  status  of 
those  funds?   Have  these  funds  been  obligated? 

Answer:   To  date,  the  $25  million  provided  by  the  1994  Emergency 
Supplemental  Appropriations  Act  has  not  been  obligated.   The  three  affected 
Bousing  Authorities  (BAs)  are  still  negotiating  with  their  private  insurance 
carriers  regarding  the  amounts  to  be  paid  and  have  not  settled  with  their 
carriers  for  the  covered  damages.   The  Los  Angeles  BUD  Field  Office  is 
monitoring  the  insurance  negotiations  on  a  weekly  basis.   After  the  amounts 
are  known,  less  any  amounts  provided  by  the  Federal  Emergency  Management 
Administration  (FEMA),  the  amounts  to  be  provided  by  BUD  from  the  $25  million 
Emergency  Supplemental  will  be  determined  and  immediately  allocated  to  the 
BAs. 

Question:   Will  the  $25  million  be  sufficient  to  cover  the  earthquake 
damaged  public  housing  projects? 

Answer:  Preliminary  estimates  from  the  three  affected  BAs  indicate  that 
the  $25  million  will  be  more  than  sufficient  to  cover  the  unreimbursed  amount 
of  the  damage . 

Mr.  stokes  #13 

Choice  in  Management  Program 

The  1994  conference  report  indicated  that  funding  of  the  Choice  in 
Management  Program  should  be  deferred  until  the  1993  program  awards  can  be 
evaluated.   When  will  the  evaluation  of  the  1993  Choice  in  Management  awards 
be  completed? 

Answer:   The  Department  does  not  intend  to  make  1993  Choice  in 
Management  awards.   The  Department  published  the  Choice  in  Public  Bousing 
Management  proposed  rule  in  the  Federal  Register  on  May  12,  1993.   In  response 
to  the  proposed  rule,  the  Department  received  public  comments  that  presented 
strong,  solid  arguments  for  not  implementing  choice  in  Public  Bousing 
Management.   The  following  is  a  summary  of  the  comments  received: 

•   Congress  confronted  the  issue  of  public  housing  management  in  the 
National  Affordable  Bousing  Act  with  the  creation  of  PBMAP.   The 
statute  underlying  PBMAP  establishes  a  detailed  procedure  for 
evaluating  the  management  of  PBAs,  delineates  the  process  for 
designating  a  PBA  as  troubled,  and  authorizes  the  Secretary,  upon 
his  own  motion  or  upon  petition  by  the  residents,  to  petition  a 
court  for  the  appointment  of  a  receiver  to  oversee  the  management  of 
a  troubled  PBA  or  to  solicit  bids  from  alternative  management 
entities  to  manage  the  entire  PBA  inventory.   Thus,  the  basic 
framework  for  Choice  in  Public  Bousing  Management  already  exists  in 

PBMAP. 
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•   Similarly,  Congress  specifically  addressed  severely  distressed 
public  housing  in  1992  by  creating  the  Urban  Revitalization 
Demonstration  (URD),  which  establishes  a  comprehensive  scheme  to 
address  both  the  physical  and  social  needs  of  severely  distressed 
public  housing  as  defined  by  the  statute,  in  recognition  of  the  fact 
that  management  alone  is  rarely  the  cause  of  the  extreme 
deterioration  that  typifies  this  housing.   URD  is  an  extremely 
flexible  program,  which  offers  residents  an  authentic  framework  for 
participating  in  the  revitalization  of  their  homes  without  being 
asked  to  "shoulder  the  burden"  entirely  on  their  own.   As  a 
secondary  matter,  URD  also  addresses  poor  management  by  requiring 
troubled  PHAs  to  co-venture  with  a  private  non-profit  organization, 
another  PHA  that  is  not  designated  as  a  troubled  agency,  a  resident 
management  corporation,  or  another  entity  approved  by  the  Secretary 
to  be  eligible  for  funding  under  the  program. 

The  Department  agreed  with  the  compelling  arguments  that  there  are 
better  targeted,  well-conceived  programs  (e.g.,  PHMAP  and  URD)  that  recognize 
the  very  separate  problems  of  inadequate  management  and  severely  distressed 
public  housing,  and  that  the  Choice  in  Public  Housing  Management  Program  was 
unnecessary  and  duplicative.   Choice  in  Public  Bousing  Management  was  also 
contrary  to  the  Secretary's  vision  of  creating  communities  of  opportunity 
because  it  immediately  sets  up  an  adversarial  relationship  with  the  PHAs, 
whose  cooperation  is  absolutely  necessary  if  this  vision  is  to  be  fully 
realized. 

Since  Choice  in  Public  Housing  Management  was  duplicative  of  other  more 
fully-developed  statutory  programs  aimed  at  severely  distressed  housing  and 
poor  management,  and  targeted  a  category  of  housing  that  is  characterized  by 
complex,  deeply-rooted  problems  that  management  alone  cannot  solve,  it  was 
determined  that  the  implementation  of  Choice  would  not  be  in  the  best  interest 
of  the  Department  or  public  housing  residents. 

Mr.  Stokes  #14 

Modernization  Backlog 

Question:   The  report  indicates  that  approximately  $160  million  of  the 
$213  million  of  1990  and  prior  year  funds  that  were  unobligated  at  the  end  of 
1993  was  in  three  housing  authorities — New  York  City,  Philadelphia,  and  the 
District  of  Columbia. 

Why  do  these  three  public  housing  authorities  have  such  large  unobligated 
balances  from  fiscal  year  1990  and  prior  year  modernization  appropriations? 

Answer:   The  major  problems  encountered  by  the  above  Housing  Authorities 
(HAs)  include  the  following: 

1)  litigation  concerning  procurement; 

2)  need  to  reprogram  funds  to  meet  the  statutory  deadline  for  lead-based 
paint  testing; 

3)  delays  caused  by  discovery  of  hazards  due  to  lead  paint  and  asbestos; 

4)  reluctance  to  move  ahead  with  comprehensive  modernization  until 
enough  funds  are  available  for  the  entire  effort; 

5)  need  to  reprogram  leftover  funds  because  the  soft  construction  market 
in  some  areas  has  resulted  in  bids  received  at  a  lesser  cost  than  the 
original  estimate;  and 

6)  lack  of  staff  capacity. 
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HUD  staff  has  been  focusing  its  resources  on  providing  in-depth  technical 
assistance  to  has  with  large  backlogs  of  modernization  funds  to  assist  them  in 
reducing  the  pipeline.   These  efforts  have  resulted  in  a  reduction  in  the 
pipeline  of  fiscal  year  1990  and  prior  years  funds  from  $1,261.9  million  to 
$434.5  million  from  September  30,  1992  to  September  30,  1993  (a  reduction  of 
$827.4  million).   The  pipeline  for  fiscal  year  1991  funds  was  reduced  from 
$1,783.8  million  to  $919.7  million  from  September  30,  1992  to 
September  30,  1993  (a  reduction  of  $864.1  million).   In  addition,  HUD  has 
taken  further  measures  with  two  of  the  three  has  identified  above  and  the 
other  does  not  have  a  problem  that  requires  additional  action.   Specific 
activities  under  taken  with  regard  to  these  PHAs  include: 

1)  New  York  City.   The  size  of  the  grants  and  the  scope  and  complexity 
of  the  work  dictated  a  longer  time  period  and,  therefore,  HUD  initially 
approved  an  obligation  deadline  of  longer  than  2  years.   The  HA  is  meeting  its 
approved  implementation  schedule  and  is  designated  a  "High  Performer''  in 
accordance  with  the  Department's  Public  Housing  Management  Assessment  Program 
(PHMAP) . 

2)  Philadelphia.   HUD  entered  into  a  partnership  with  the  Mayor,  City 
Council  and  the  HA.   As  part  of  this  process,  hud  assigned  a  staff  person  to 
provide  oversight  at  the  HA.   This  arrangement  has  been  very  positive  and  the 
HA  has  significantly  increased  its  level  of  modernization  obligations  and 
expenditures  over  the  last  year. 

3)  District  of  Columbia.   HUD  recently  joined  with  the  City  and  the  HA 
to  facilitate  major  changes  at  this  HA  including  the  reduction  of  the 
modernization  pipeline.   BUD  has  assigned  Headquarters  staff  to  work  directly 
with  the  HA  to  move  the  pipeline.   To  date,  hud  staff  has  provided  training, 
assisted  in  the  preparation  of  major  documents,  developed  a  6-month  plan,  and 
committed  to  providing  the  services  of  the  U.S.  Army  Corp  of  Engineers  to 
accelerate  the  modernization  program. 

Question:   Should  any  incentive  system  be  devised  that  would  withdraw 
unobligated  modernization  funds  from  a  public  housing  authority  after  so  many 
years? 

Answer:   Generally,  HUD  expects  that  modernization  funds  will  be 
obligated  within  2  years  and  expended  within  3  years  of  receipt.   However, 
given  the  scope,  size,  and  complexity  of  an  HA's  program,  a  longer  timeframe 
may  be  appropriate.   When  an  HA  submits  its  documents  for  funding,  an 
implementation  schedule  setting  forth  a  reasonable  timeframe  is  included  for 
review  and  approval.   After  HUD  approves  the  implementation  schedule,  it  may 
be  revised,  i.e.,  time  extensions  for  valid  reasons  outside  of  the  HA's 
control,  such  as  litigation,  when  an  HA  does  not  meet  its  implementation 
schedule  and  there  are  no  valid  reasons  for  the  delay,  HUD  may  take  measures 
such  as  requiring  the  HA  to  contract  out  the  administration  of  the 
modernization  program,  or  withholding  and/or  recapturing  funds.   HUD  views  the 
recapture  of  funds  as  a  last  resort  and  only  would  exercise  this  option  after 
all  other  measures  have  been  exhausted.   BUD  does  not  believe  that  an 
automatic  withdrawal  system  would  be  effective  since  it  would  result  in  unmet 
needs  and  substandard  housing  for  low-income  families.   HUD  feels  strongly 
that  situations  regarding  unobligated  funds  are  so  diverse  that  they  must  be 
addressed  on  an  individual  basis. 

Question:  What  does  HUD  believe  would  be  an  acceptable  unobligated 
balance  in  the  modernization  program  at  the  end  of  1994? 
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Answer:   In  the  Presidential  Performance  Agreement,  HUD  has  committed  to 
reducing  the  unobligated  and  unexpended  balance  of  fiscal  year  1992 
modernization  funds  to  30  percent  and  55  percent,  respectively,  by 
September  30,  1994.   Also,  BUD  has  established  a  goal  in  the  Department's 
Management  Plan  that  the  modernization  backlog  as  of  September  30,  1993,  for 
funds  allocated  in  fiscal  year  1991  and  prior  years  will  be  reduced  by 
25  percent  as  of  September  30,  1994.   It  is  anticipated  that  these  goals  will 
be  achieved,  and  the  Field  Offices  have  been  advised  to  closely  monitor  HA 
progress  and  to  take  the  necessary  measures  to  ensure  that  these  goals  are 
met. 

Mr.  Stokes  #15 

Modernization  Loan  Proposal 

Question:   As  I  understand  it,  the  proposed  authorization  bill  would 
enable  PHAs  to  leverage  billions  of  dollars  by  borrowing  against  future 
modernization  funds,  and  by  leveraging  the  borrowed  resources  with  other 
public  and  private  investment.   Explain  this  proposal  to  permit  PHAs  to  borrow 
against  future  modernization  funds.   How  would  public  housing  authorities  fund 
modernization  projects  in  future  years  if  they  would  have  to  use  those  future 
year  funds  to  pay  off  previous  borrowings?  Explain  how  a  public  housing 
authority  would  borrow  funds  to  build  new,  mixed-income  public  housing  units 
and  have  them  dispersed  around  the  city  and  suburbs.   How  many  housing 
authorities  do  you  estimate  would  choose  to  finance  additional  modernization 
costs  or  build  new  public  housing,  if  they  had  to  pledge  to  pay  off  these 
borrowings  with  future  appropriations  for  modernization?  What  public  and 
private  sources  would  invest  in  public  housing? 

Answer:   A  modified  version  of  this  proposal  is  currently  being  developed 
with  extensive  input  from  interest  groups  and  20  housing  authorities.   The 
Department  will  be  able  to  answer  these  questions  as  soon  as  the  proposal  is 
finalized. 

Mr.  Stokes  #16 

Section  622  of  the  HCD  Act  of  1993 

Question:   In  the  1992  Housing  Act,  Congress  attempted  to  resolve  some  of 
the  issues  surrounding  mixing  of  non-elderly  persons  with  disabilities  with 
the  elderly,  in  what  has  been  traditionally  elderly  housing.   A 
Congressionally  mandated  task  force  has  also  been  established  to  clarify 
existing  fair-housing  laws  with  occupancy  requirements  for  Federally  assisted 
housing.   In  a  letter  dated  April  8,  1994,  the  Subcommittee  was  informed  that 
implementing  regulations  would  soon  be  published. 

Have  these  regulations  been  published  in  the  Federal  Register  yet? 

Answer:   Final  Regulations  implementing  the  provisions  of  Section  622  of 
the  HCD  Act  of  1993  that  provide  for  the  designation  of  projects  for  occupancy 
by  elderly  families  were  published  in  the  Federal  Register  on  April  13,  1994 
and  took  effect  May  13,  1994.   The  final  task  force  report  was  released  on 
April  7,  1994.   Regulations  implementing  the  recommendations  of  the  Occupancy 
Task  Force  are  under  development  within  HUD. 

Question:   Does  the  Department  believe  that  these  regulations  will 
address  the  concerns  expressed  by  some  of  the  public  housing  authorities? 

Answer:   Yes.   The  Designated  Housing  rule  will  allow  PHAs  with 
sufficient  housing  resources  to  designate  projects  for  exclusive  occupancy  by 
the  elderly.   All  PHAs  will  benefit  from  the  additional  regulations  and 
guidance  that  HUD  is  developing  on  applicant  screening  and  lease  standards. 
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Question:   Are  there  still  Congressional  actions  that  need  to  be  taken  in 
order  to  fully  address  this  problem? 

Answer:   HUD  is  not  seeking  additional  legislation  in  this  area  at  this 
time. 

Question:   Your  budget  suggests  that  by  providing  increased  housing 
opportunities  for  persons  with  disabilities  into  the  mainstream  of  the  housing 
market  —  that  this  will  have  the  effect  of  stretching  the  supply  of  elderly 
housing  to  accommodate  further  need.   Does  this  mean  that  the  Department 
anticipates  an  immediate  effect  on  mixed  populations  by  large-scale  exodus  of 
younger  persons  with  disabilities  from  elderly  housing? 

Answer:   HUD  is  not  anticipating  a  large-scale  exodus  of  younger  persons 
with  disabilities  from  elderly  housing.  Not  all  PHAs  have  the  resources  to 
create  elderly-only  housing,  not  all  PHAs  will  choose  to  establish  all  elderly 
projects  and  not  all  persons  with  disabilities  currently  living  in  elderly 
housing  will  choose  to  move.   Ho  one  can  be  evicted  or  coerced  into  to  moving 
because  the  project  in  which  they  reside  has  been  designated  for  occupancy  by 
another  group. 

For  these  reasons,  it  is  imperative  that  HUD  provide  support  to  PHAs 
through  regulations  and  guidance  in  developing  workable  selection  criteria  and 
lease  standards . 

Mr.  Stokes  #17 

Operation  Safe  Home 

Question:   I  am  gratified  to  see  that  this  Administration  is  picking-up 
on  an  issue  that  has  been  of  great  concern  to  me  for  many  years.   This  issue 
is  violence.   HUD  is  initiating  various  proposals  related  to  this  issue, 
including  Operation  safe  Homes.   Can  you  take  a  moment  to  talk  about  this 
program?   How  many  awards  have  been  made? 

Answer:   Operation  Safe  Home  is  a  concerted  campaign  to  fight  wrong  doing 
in  BUD  programs.   Through  the  collaborative  efforts  of:   The  Office  of  the 
Inspector  General;  HUD  program  staff;  Federal,  State  and  local  law  enforcement 
agencies,  and  BUD  clients.   The  program  will  attach  such  blights  as  violent 
crime  in  public  and  assisted  housing,  fraud  in  public  housing  administration 
and  equity  skimming  in  mult i family  insured  housing. 

Because  of  the  wide  range  of  resources  available  for  this  effort,  data 
regarding  the  number  of  awards  issued  in  conjunction  with  this  program  are  not 
available.   Any  housing  authority  is  free  to  participate  in  the  program  and 
can  choose  to  use  existing  funds  or  plan  to  use  future  funds .   Funding  for  the 
effort  is  drawn  from  many  programs,  including:   comprehensive  Modernization 
Grants;  the  proposed  COMPAC  program;  Tenant  opportunity  Program;  Family 
Investment  Centers;  Section  8  HOPE  VT;  technical  assistance  funds  and  others. 
The  funding  will  be  formula-driven  under  some  programs  and  competitive  under 
to  other  programs.   The  attached  report  form  the  office  of  Inspector  General 
provides  additional  details  as  to  program  implementation  and  operations. 

As  of  the  end  of  the  first  quarter  of  1994,  the  violent  crime  initiative 
has  led  to  24  arrests  and  the  filing  of  changes  against  14  individuals — as 
well  as  the  recovery  of  more  than  25  weapons  and  nearly  $300,000  in  drugs  and 
cash.   The  fraud  in  public  housing  administration  phase  of  the  program  has 
yielded  six  indictments  and  a  guilty  plea.   The  multifamily  skimming  effort 
led  to  five  civil  settlements,  requiring  $11.5  million  in  repayments  to 
multifamily  projects  and  $2.1  million  to  HUD,  a  double  damages  judgement  of 
$1.6  million  and  one  guilty  plea. 
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Mr.  stokes  17 

Operation  Safe  Home 

Question:   What  other  efforts  are  you  considering?  Are  any  of  those 
initiatives  reflected  in  your  budget  for  FY  1995? 

Answer:   Violence  and  violent  crimes  are  crucial  targets  of  Operation 
Safe  Home.   HUD  does  not  provide  a  separate  funding  opportunity  for  Operation 
Safe  Home.   Any  housing  authority  is  free  to  participate  in  Operation  Safe 
Home,  and  can  choose  to  use  existing  funds,  or  plan  to  use  future  funds  to  pay 
for  the  various  elements  of  Operation  Safe  Home.   The  available  funds  are  both 
formula-driven,  such  as  comprehensive  Grant  or  Modernization  funds,  or 
competitive,  as  available,  through  the  HOPE  VI — Distressed  Housing  Program, 
the  Public  Housing  Drug  Elimination  Program,  and  Tenant  Opportunity  Program  or 
Family  Investment  Centers. 

This  year,  the  Department  also  provides  a  variety  of  opportunities  for 
Technical  Assistance  (TA)  and  training  to  assist  public  housing  staff  and 
residents  as  they  address  the  issue  of  violence.   This  TA  and  training 
includes  the  following  focus  areas: 

•  Assistance  to  improve  the  policies,  procedures  and  strategies  of 
public  housing  police  departments,  and  municipal  police  departments 
with  public  housing  responsibilities; 

•  development  and  implementation  of  resident  patrol  programs; 

•  crime  control  through  environmental  design; 

•  high-risk  factor  identification  and  risk-targeted  prevention  programs 
for  public  housing  youth;  and 

•  development  youth  leadership  programs. 

The  above  listed  programs  have  been  included  in  the  fiscal  year  1995 
Budget.   Next  fiscal  year  also  includes  the  continuation  of  current 
clearinghouse  functions  and  "on-call"  technical  assistance  consultants.   In 
addition  to  the  above  listed  program  areas,  a  new  needs  assessment  and 
tracking  system  will  be  developed  to  assist  in  the  tracking  of  outcome 
measures  under  the  COHPAC  program. 

Mr.  Stokes  #18 

Public  Housing  Replacement 

Question:   Recent  hearings  were  held  by  Congressman  Peterson's  Government 
Operations  Subcommittee  on  Employment,  Housing  and  Aviation.   One  of  the 
issues  discussed  was  the  one-for-one  replacement  issue  for  demolished  or 
disposed  of  public  housing  projects.  What  is  the  Department's  position  on  the 
one-for-one  replacement  issue?  The  Subcommittee  recognizes  the  problem  that 
the  policy  presents.   On  the  one  hand,  there  isn't  enough  development  money  to 
replace  all  public  housing  units  that  need  to  be  demolished,  and  on  the  other 
hand  some  of  these  projects  simply  continue  to  be  a  blight  on  the  local 
community . 

Answer:   The  Department  generally  supports  the  policy  of  one-for-one 
replacement.   However,  the  Department  believes  that  one-for-one  replacement 
should  not  be  required  in  all  cases,  particularly  where  it  can  be  shown  that 
there  is  no  market  for  additional  low-income  units  in  the  community.   In 
addition,  the  Department  recommends  more  flexibility  in  how  and  where  various 
types  of  replacement  housing  can  be  used,  such  as  in  the  case  of  severely 
distressed  public  housing,  allowing  HAS  to  use  Section  8  5-year  tenant -based 
certificates  for  replacement  when  a  project  has  been  vacant  at  least  10  years, 
or  allowing  has  to  replace  public  housing  outside  of  their  jurisdictions. 
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Assuming  that  has  continue  to  apply  for  disposition  and  demolition  at  the  same 
rate,  the  Department  should  be  able  to  provide  some  or  all  of  an  BA's  request 
for  replacement  housing  in  the  same  year  as  the  application.   Where  the 
Department  cannot  immediately  provide  the  units,  the  HA's  disposition  or 
demolition  application  may  be  approved  subject  to  the  availability  of  funds  in 
a  subsequent  fiscal  year.   With  the  Assistant  Secretary's  approval,  the  HA  has 
the  authority  to  dispose  of  or  demolish  the  property  immediately.   The 
replacement  units  do  not  have  to  be  reserved  for  the  HA  to  proceed  with  the 
disposition  or  demolition.   With  that  in  mind,  there  is  no  reason  for  an  HA  to 
postpone  submitting  an  application  to  dispose  of  or  demolish  units. 

Question:   What  is  HUD's  current  policy  regarding  demolition  of  public 
housing  projects? 

Answer:   HUD's  current  policy  is  reflected  in  Section  18  of  the  United 
States  Housing  Act  of  1937,  as  amended,  the  interim  regulation  (24  CFR 
Part  970),  Federal  Register  Notice  of  October  6,  1992,  and  HUD  Notice  94-17 
(PHA) .   The  Department  requires  one-for-one  replacement  whenever  an  HA 
proposes  to  demolish  or  dispose  of  dwelling  units,  except  that  in  a  5-year 
period  an  HA  may  demolish  up  to  five  units  or  5  percent  of  the  total  units  in 
its  inventory  and  not  replace  those  units  in  accordance  with  the  statute. 

Mr.  Stokes  #19 

Severely  Distressed  Public  Housing 

Question:   The  Department  is  requesting  $500  million  for  the  Severely 
Distressed  Public  Housing  program  in  1995.   Concern  has  been  expressed  from 
various  housing  authorities  that  this  program  is  not  really  moving  forward — 
that  too  much  detail  is  being  requested — that  more  flexibility  is  needed — and 
that  regulatory  restrictions  need  to  be  reduced.   How  much  of  the  funds 
appropriated  to  date — the  $300  million  in  fiscal  year  1993  and  the 
$778  million  in  fiscal  year  1994 — haB  been  obligated? 

Answer:   The  Department  has  reserved  nearly  all  ($1,055  million)  of  the 
$1.08  billion  on  behalf  of  the  32  Public  Housing  Authorities  which  have  been 
selected  to  participate  in  the  program.   The  Department  is  currently  sending 
out  the  Grant  Agreements  for  final  review,  negotiations,  and  execution  by  the 
PHAs  and  the  Department.   Once  the  Grant  Agreements  are  executed,  PHAs  will  be 
able  to  begin  to  procure  goods  and  services  and  obligate  and  expend  funds, 
although  some  will  be  required  to  do  further  planning  prior  to  incurring 
"hard"  costs. 

Question:   How  much  of  the  total  amount  appropriated  has  actually  been 
expended? 

Answer:   None  of  the  funds  reserved  for  the  program  have  been  expended  by 
the  PHAs  at  this  time. 

Question:   Does  the  Department  agree  with  some  of  these  concerns  about 
the  need  for  greater  program  flexibility? 

Answer:   Yes.   In  fact,  the  Department  has  looked  exhaustively  at  many  of 
the  existing  public  housing  requirements  to  investigate  what  types  of  relief 
can  be  given  under  the  HOPE  VI  program.   The  Department  agrees  that, 
initially,  it  did  not  offer  sufficient  flexibility.   In  response  to  this 
criticism,  the  Department  has  altered  its  approach  and  believes  it  now  offers 
as  much  flexibility  as  statutory  limits  permit. 

Question:   If  so,  what  happens  to  the  program  pending  enactment  of  your 
legislative  proposals  to  address  these  concerns? 
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Answer:   The  Department  has  worked  with  Public  Bousing  Authorities, 
industry  groups,  and  Congressional  staff  to  prepare  a  Grant  Agreement  which 
incorporates  the  types  of  relief  from  existing  program  requirements 
articulated  by  the  House  legislation,  Section  24  of  the  U.S.  Housing  Act  and 
Congressional  intent.   In  addition,  the  Department's  legislative  proposals 
would  permit,  under  Section  24,  experimentation  with  further  relaxation  of 
public  housing  program  requirements  which  will  affect  the  future  operation  of 
HOPE  VI  developments .   The  Department  nonetheless  believes  the  existing 
program  has  sufficient  flexibility  to  be  of  great  value. 

Mr.  Stokes  #20 

CMHA  Appeal 

Question:   The  Cuyahoga  Metropolitan  Housing  Authority  wrote  a  letter  to 
HUD  a  couple  of  months  ago  regarding  an  appeal  of  the  1993  Drug  Elimination 
funding  process.   The  housing  authority  believes  that  its  application  was 
unfairly  and  subjectively  judged.   What  is  the  status  of  CMHA's  appeal? 

Answer:   The  Cuyahoga  Metropolitan  Housing  Authority  (CMHA)  application 
for  fiscal  year  1993  Public  Housing  Drug  Elimination  Program  (PHDEP)  was 
processed  by  the  HUD  Field  Office  in  Cleveland,  Ohio,  according  to  the 
policies  and  procedures  outlined  in  the  PHDEP  processing  notice  provided  by 
HUD's  Office  of  Resident  Initiatives.   The  application  was  read  and  scored  by 
two  persons,  the  two  scores  were  averaged,  and  the  average  score  was  placed  in 
the  Region  V  ranking  of  all  PHDEP  applications,  beginning  at  the  highest  score 
ranked  down  to  the  application  with  the  lowest  score.   CMHA  received  89.5 
points,  a  very  respectable  score.   HUD  funded  the  highest  scoring  applications 
until  the  funds  were  depleted.   The  $23,127,809  set  aside  for  Region  V  was 
depleted  by  all  applications  scoring  98.5  points  or  above.   No  funds  were 
remaining  for  the  remaining  eligible  applications  with  between  80  and  98.5 
points. 

Reviews  of  the  PHDEP  review  and  scoring  process  in  Region  V  and  other 
indications  have  given  HUD  no  reason  to  suspect  unfair  or  subjective  review 
and  scoring  of  the  CMHA  application,  and  a  letter  explaining  the  process  and 
outcome  has  been  sent  to  CMHA  outlining  these  issues. 

Mr.  Stokes  #21 

Operating  Subsidy 

Question:   The  Department  is  requesting  $2.5  billion  for  Payments  for 
Operation  of  Low  Income  Housing  Projects  in  1995.   What  has  the  Department 
calculated  would  be  needed  for  operating  subsidies  in  1995  under  existing 
legislation  and  regulations? 

Answer:   The  Department  has  calculated  that  under  existing  legislation 
and  regulations  $2.76  billion  would  be  needed  for  operating  subsidies  in 
fiscal  year  1995. 

Question:   Supply  for  the  record  the  analysis  HUD  relied  upon  in  reaching 
the  operating  subsidy  request. 


315 


Answer:   Following  is  the  detailed  estimate  of  requirements  for  fiscal 
year  1995.   The  fiscal  year  1995  request  for  operating  subsidies  was  based  on 
the  1994  baseline. 

(Dollars  in  Millions) 

Allowable  Expense  Level  $3,612,978 

IPA  Audits  and  Other  Expenses 8.029 

Add-ons  for  FICA  etc 19.738 

Utilities  1,147.506 

Utility  Adjustments  10.555 

Less  Local  Rental  and  Other  Income   .  .  .  -2,217.692 

Non-PFS  projects   120.725 

Energy  Incentives  per  19  87  HCD  Act   .  .  .  3.000 

Waivers  for  non-dwelling  units   3.536 

Family  Self-sufficiency  38.713 

Rental  Income  Adjustment   63.293 

Utility  Rolling  Base  System  Savings  .  .  .  -49.800 

Limit  subsidies  for  excess  vacancies   .  .  -43.000 

IRS  matching  of  reported  income  -81.000 

Retention  of  earned  income  and  savings   .  -16 . 000 

TOTAL  REQUIREMENTS   2,620.581 

Estimated  Shortfall  -124.581 

TOTAL  REQUEST  2,496.000 

Assumptions  for  inflation:   AEL  =  3.08  percent,  Income  =  3.053  percent. 

Utilities  =  1.87  8  percent 

Question:   The  Department  proposes  to  save  $81  million  from  the  IRS 
matching  of  reported  income  and  the  $16  million  from  the  retention  of  earned 
income  and  savings  in  1995.   Even  if  these  proposals  were  to  be  implemented 
during  1995 — do  you  really  believe  that  these  savings  would  materialize  in 
1995? 

Answer:   The  Administration's  1995  Budget  assumes  that  these  savings 
would  be  realized. 

These  estimates  were  made  prior  to  a  more  extensive  analysis  recently  done 
by  HUD  staff.   Further,  the  legal  requirement  for  consent  forms  is  likely  to 
delay  implementation  of  the  matching  until  the  first  quarter,  fiscal  year 
1996. 

We  strongly  contend  that  the  greatest  benefit  of  the  computer  matching 
and  tenant  income  verification  is  increasing  the  availability  of  assisted 
housing  units  to  the  truly  needy.   Past  experience  indicates  that  a 
significant  percentage  of  families  identified  as  recipients  of  excessive 
housing  assistance  move  out  after  the  excessive  housing  assistance  has  been 
detected.   This  makes  housing  units  available  to  truly  needy  families. 

In  our  opinion,  it  is  premature  to  count  on  any  budgetary  savings  from 
computer  matching  and  tenant  income  verification  given  that:   (a)  a 
significant  percentage  of  tenants  identified  as  recipients  of  excessive 
housing  assistance  do  not  repay  the  monies  owed,  and  those  who  repay  generally 
do  so  over  an  extended  time  period,  (b)  PBAs  need  incentives  to  pursue  tenant 
fraud  that  reduce  any  financial  savings  to  HUD,  and  (c)  empirical  data  does 
not  exist  to  support  estimates  of  increased  future  tenant  contributions 
resulting  from  the  matching  (the  deterrent  effect)  or  decreased  tenant 
contributions  that  could  result  from  serving  needy  families. 

We  anticipate  that  the  first  matching  of  SSA  and  IRS  data  will  occur  in 
the  first  quarter  of  fiscal  year  1996.  The  matching  will  occur  only  after 
tenants  sign  a  new  consent  form  concerning  the  matching  (this  process  will 
take  at  least  one  year  from  now)  and  after  SSA  and  IRS  data  is  substantially 
available  for  fiscal  year  1994. 

Mr.  Stokes  #22 

Operating  Subsidy 

Question:   Public  housing  authorities  are  being  funded  at  approximately 
95  percent  of  the  Performance  Funding  System  (PFS)  in  1994.  The  shortfall  is 
approximately  $144  million.   Does  HUD  propose  to  do  anything  to  increase 
funding  for  operating  subsidies  in  1994? 
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Answer:   The  Department  is  concerned  about  a  possible  negative  impact  on 
operations  of  Public  Housing  Authorities  (PHAs!)  of  the  proposed  Budget.   The 
Budget  would  necessitate  the  proration  of  operating  subsidy  at  less  than 
100  percent  of  eligibility,  as  determined  by  the  Performance  Funding  System 
( PFS ) . 

Question:   Why  does  the  1995  operating  subsidy  estimate  contain  an 
estimated  shortfall  of  $125  million  (page  S-4)?  This  unspecified  "savings" 
appears  to  be  in  addition  to  the  four  "specific"  savings  proposals. 

Answer:   The  1995  operating  subsidy  estimate  contains  an  estimated 
shortfall  of  $125  million  after  accounting  for  estimated  new  savings.   This 
shortfall  is  a  result  of  the  need  for  programs  to  share  in  the  cuts  necessary 
to  reduce  the  Federal  deficit. 

Question:   How  are  these  unspecified  savings  to  be  achieved? 

Answer:   As  explained  above,  the  $124  million  is  an  estimated  shortfall, 
not  unspecified  savings. 

Mr.  Stokes  #23 

Indian  Loan  Guarantee  Program 

Question:   The  Department  is  requesting  $3  million  to  support  Indian 
housing  loan  guarantees  of  $22.4  million  in  1995.   No  program  activity  is 
anticipated  in  this  new  program  until  the  end  of  the  fiscal  year  because 
regulations  and  a  notice  of  funding  availability  are  in  the  process  of  being 
drafted.   What  will  be  the  underwriting  standard  for  this  program?  These 
standards  will  greatly  influence  the  default  rate  for  this  program. 

Answer:   The  Indian  Loan  Guarantee  Program  was  authorized  in  the  HCD  Act 
of  1992.   However,  no  funds  were  made  available  until  fiscal  year  1994  when 
$1  million  was  appropriated  to  extend  approximately  $7  million  in  loan 
guarantees .   The  Department  is  currently  in  the  process  of  promulgating 
regulations  to  implement  the  program  and  we  are  hopeful  that  the  first 
Certificates  of  Guarantee  will  be  issued  before  the  end  of  the  fiscal  year.   A 
Notice  of  Funding  Availability  is  not  required  for  a  demand  program.   We 
expect  that  the  full  funding  level  will  be  utilized  in  fiscal  year  1995. 

The  underwriting  standards  for  this  program  will  closely  follow  those  in 
effect  for  the  FHA  single-family  mortgage  insurance  programs.   In  addition, 
consideration  will  be  given  to  expanded  credit  histories  and  income 
verification  based  on  cultural  diversity  and  emerging  trends  in  the  private- 
lending  market.   Statistical  information  received  from  institutions  currently 
involved  in  lending  to  the  Native  American  community  indicate  that  this 
population  presents  no  greater  financial  risk  than  the  population  at  large 
and,  in  fact,  may  reflect  a  lower  default  rate  in  many  instances. 

Mr.  Stokes  #24 

Rural  Housing 

Question t  A  Census  Bureau  report  based  on  the  1991  American  Housing 
Survey  found  that  9  percent  of  the  Nation's  25  million  rural  housing  units  had 
severe  to  moderate  housing  quality  problems  in  1991.   This  includes  lack  of 
complete  plumbing  and  heating  equipment,  and  structural  deficiencies  such  as 
holes  in  walls,  ceilings,  and  roofs.  African  American  households  experienced 
the  worst  housing  quality  problem  of  all  racial/ethnic  groups,  with  almost 
30  percent  of  units  having  severe  or  moderate  problems.   For  the  record,  can 
you  explain  what  hud  and  Agriculture  are  doing  and  plan  to  do  relative  to  this 
situation? 
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Answer:   BUD  recognizes  that  it  has  a  responsibility  not  only  to 
urban/metropolitan  areas  but  also  to  rural  America.   The  Secretary  has  taken 
action  to  meet  this  responsibility.   Mr.  Gene  V.  Morrison  was  named  as  a 
Special  Assistant  for  Rural  Affairs  in  July  1993.   Mr.  Morrison  works  in  the 
Secretary's  Special  Action  Office  which  is  charged  with  the  responsibility  of 
developing  partnerships  to  provide  action  in  undeserved  areas  of  our  country. 

Through  this  new  effort  HUD  now  measures  the  effectiveness  of  existing 
and  proposed  programs  on  rural  communities.   HUD  has  aggressively  pursued 
development  efforts  with  both  non-profit  and  for-profit  developers,  rural 
community  development  organizations,  local,  county  and  State  governments,  and 
community  banks.   These  efforts  have  already  produced  fruitful  partnerships 
that  have  provided  rural  communities  with  homeless  shelters,  transitional 
housing,  rental  housing,  and  homeownership  opportunities. 

Additionally,  hud  has  established  open  communication  with  the  Farmer's 
Home  Administration  at  USDA  to  seek  ways  these  programs  can  jointly  support 
housing  development  efforts  in  rural  areas. 

The  Secretary  has  also  received  suggestions  regarding  specific  program 
changes  that  will  assist  in  housing  development  in  rural  areas.   These 
suggestions  were  compiled  from  months  of  input  from  national  and  local  housing 
advocacy  groups,  developers  and  lenders  who  actually  use  HUD  programs.   These 
program  changes  are  under  active  review  at  HUD. 

HUD  is  actively  supporting  specific  programs  such  a  the  Local  Initiatives 
Support  Corporation's  Rural  Initiative  in  the  Mid-South  Delta  area  along  the 
Mississippi  River.   Programs  such  as  the  LISC  program  leverage  public  and 
private  resources  to  combat  the  problems  of  persistently  high  poverty  rates  in 
rural  America. 

Mr.  Stokes  #25 

Disaster  Assistance 

Question:   The  Emergency  Supplemental  Appropriations  Act  of  1994 
provided  $425  million  for  the  CDBG  program  and  $75  million  for  the  HOME 
program  to  provide  assistance  from  the  January  earthquake  in  Los  Angeles.   How 
much  of  these  funds  have  been  obligated  to  date? 

Answer:   The  $75  million  in  HOME  funds  (the  entire  HOME  allocation)  was 
awarded  to  the  State  of  California  and  six  local  jurisdictions  (Burbank, 
Glendale,  Los  Angeles,  Los  Angeles  County,  Santa  Monica,  and  Ventura  County 
Consortium)  for  disaster  recovery  in  early  April  1994.   The  obligations  of 
these  awards  are  expected  to  be  recorded  beginning  in  June. 

Of  the  $425  million  for  the  CDBG  program,  the  Department  has  announced 
allocations  of  $250  million  for  continued  recovery  from  the  Midwest  floods  of 
1993  and  approximately  $127  million  has  been  allocated  for  recovery  from  the 
January  earthquake  in  southern  California.   These  funds  are  expected  to  be 
obligated  by  the  end  of  June.   The  remaining  $48  million  will  be  allocated  for 
earthquake  recovery  at  a  later  date. 

Question:   How  much  of  the  $285  million  of  1993  supplemental  funding  in 
the  CDBG  program  for  disaster  assistance  for  Hurricane  Andrew,  Hurricane 
Iniki,  and  Typhoon  Omar  and  the  Midwest  floods  has  been  obligated  to  date? 

Answer:   Of  the  $285  million  of  1993  supplemental  funding,  a  total  of 
$279.3  million  has  been  obligated  as  of  April  30,  1994 — including 
$82.7  million  for  assistance  to  areas  affected  by  the  hurricanes  and 
$196.6  million  for  the  Midwest  floods. 

Question:  what  CDBG  activities  have  been  funded  in  Florida  to  help  in 
the  recovery  from  Hurricane  Andrew — what  type  of  activities? 
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Answer:   In  Florida,  the  types  of  CDBG  activities  undertaken  to  help  in 
the  recovery  from  Hurricane  Andrew  include:   facade  improvements;  public 
facilities  and  improvements  (construction  of  community  centers,  homeless 
shelters,  fire  stations,  parks,  and  street  improvements);  rehabilitation  of 
government  buildings;  acquisition  of  lots  for  new  construction  and  new 
construction;  commercial  and  housing  rehabilitation;  down  payment  assistance; 
public  services,  including  crime  prevention. 

Question:   What  type  of  activities  were  funded  from  the  $200  million  in 
CDBG  funds  provided  for  the  Midwest  flooding  last  year? 

Answer:   In  the  Midwest,  among  the  types  of  CDBG-funded  activities  being 
carried  out  are:   acquisition  of  properties  in  flood  plains;  housing 
rehabilitation;  public  facilities  rehabilitation,  reconstruction  and 
improvements ;  and  fema  matching  funds . 

Question:   What  was  the  basis  for  the  allocation  of  CDBG  funds  in 
disaster  areas? 

Answer:   In  allocating  CDBG  funds  in  disaster  areas,  the  Department  has 
attempted  to  use  data  that  is :   ( 1 )  the  most  reasonable  surrogate  for  disaster 
recovery  funding  needs  eligible  for  CDBG  funding;  and  (2)  universally 
available  for  all  affected  jurisdictions.   For  the  Hurricanes  and  Typhoon 
(Public  Law  103-50),  FEMA  and  American  Red  Cross  (ARC)  housing  damage 
estimates  were  used  to  determine  the  allocation.   For  allocating  the 
$200  million  appropriation  (Public  Law  103-75)  in  the  Midwest,  the  initial 
$125  million  allocation  was  based  on  FEMA  and  ARC  housing  damage  estimates, 
and  the  remaining  $75  million  allocation  factored  in  FEMA  public  facilities 
damage  estimates  (which  were  not  available  earlier)  as  well. 

Of  the  $500  million  in  CDBG  funds  appropriated  in  1994  (Public 
Law  103-211),  $250  million  was  allocated  in  the  Midwest.   Because  data  from 
the  1993  floods  were  more  available,  in  determining  the  allocation  amounts, 
the  Department  was  able  to  use:   Federal  Emergency  Management  Agency  (FEMA) 
Disaster  Housing  Program  dollar  commitments;  FEMA  Individual  and  Family  Grant 
(IFG)  dollars  disbursed;  Small  Business  Administration  (SBA)  business  and 
economic  impact  disaster  loan  dollar  commitments;  and  FEMA  dollar  estimates  of 
public  facilities  damage.   In  allocating  CDBG  funds  for  Southern  California 
earthquake  recovery,  available  data  was  very  limited.   In  order  to  allocate 
the  emergency  supplemental  funds  in  a  timely  manner,  the  Department  had  to 
rely  on  the  distribution  of  FEMA  Disaster  Housing  program  applications. 

Mr.  stokes  #26 

Hurricane  and  Typhoon  Disaster  Assistance 

Question:   There  have  been  two  appropriations  of  HOME  funds  for  disaster 
relief  for  Southern  Florida, :  Louisiana,  Hawaii,  and  Guam  for  recovery  from 
damages  caused  by  Hurricanes  Andrew  and  Iniki  and  Typhoon  Omar,   what  types  of 
activities  have  been  funded  in  Southern  Florida  with  the  HOME  funds  for 
disaster  relief? 

Answer:  In  Southern  Florida,  HOME  funds  for  disaster  relief  have  funded 
housing  rehabilitation  and  new  construction  activities  for  both  owner-occupied 
and  rental  properties,  as  well  as  assistance  to  first-time  homebuyers. 

Question:  Has  the  $75  million  in  HOME  funds  for  expenses  resulting  from 
the  January  1994  earthquake  in  Southern  California  been  allocated  yet? 

Answer:   The  $75  million  was  allocated  in  early  April  based  on  Red  Cross 
estimates  of  severely  damaged  units  and  applications  for  housing  assistance 
from  the  Federal  Emergency  Management  Agency  (FEMA) . 
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Question:   What  was  the  basis  for  the  President  recently  making 
$30  million  from  the  unanticipated  needs  funds  available  for  the  home  program 
for  multif amily  rental  properties  damaged  in  the  Los  Angeles  earthquake? 

Answer:   Because  there  are  many  multif amily  rental  units  concentrated  in 
neighborhoods  in  and  around  Los  Angeles  that  sustained  major  damage,  the 
Department  requested  funds  to  be  used  to  rehabilitate  or  rebuild  these  units. 
Without  this  assistance,  there  is  concern  that  these  neighborhoods  that 
sustained  major  damage  to  multifamily  projects  would  virtually  become  "ghost 
towns . " 

Mr.  Stokes  #27 

Innovative  Homeless  Initiative  Cities 

Question:   An  appropriation  of  $100  million  was  provided  in  1994  for  the 
innovative  homeless  initiatives  demonstration  program.   Fiscal  year  1995 
funding  is  proposed  within  the  new  homeless  assistance  grants  account.   Of  the 
$100  million  in  1994,  $25  million  was  for  competitive  innovative  projects  and 
$75  million  was  to  be  awarded  on  a  noncompetitive  basis.   The  competitive 
awards  were  made  in  February  1994.  when  will  the  non-competitive  awards  be 
made?  Bow  many  grants  do  you  estimate  will  be  made  with  the  $7  5  million? 

Answer:   Washington,  DC  and  Los  Angeles,  CA  have  been  announced  as 
innovative  cities,  both  to  be  awarded  $20  million.   The  Department  anticipates 
announcing  the  remaining  recipients  shortly,  but  does  not  yet  have  an  estimate 
of  the  number  of  grants  to  be  awarded. 

Mr.  stokes  #28 

Welfare  Hotels 

Question:   There  was  an  article  in  the  press  recently  about  welfare 
hotels  in  New  York.   The  article  indicated  that  it  was  more  expensive — and 
less  desirable — to  house  homeless  families  in  welfare  hotels  rather  than 
provide  rental  assistance  funds.   The  article  indicated  that  the  Department  of 
Bealth  and  Buman  Services  won't  let  the  money  it  gives  to  cities  for  emergency 
welfare — like  shelters — to  be  diverted  to  permanent  housing.   Is  HUD  familiar 
with  this  issue?  If  so,  would  you  please  explain  this  issue  to  the 
subcommittee?  Is  the  Administration  proposing  to  do  anything  about  this 
situation?  If  not,  explain. 

Answer:   The  use  of  welfare  hotels  is  a  complex  issue  that  the  Department 
is  addressing.   Legislation  was  enacted  in  the  1990  National  Bousing 
Af fordability  Act  requiring  BUD  to  develop  a  strategy  to  eliminate  the  use  of 
"unfit  transient  facilities"  (commonly  called  "welfare  hotels").  Bearings  on 
this  issue  were  held  in  November  1993  before  the  Employment,  Housing  and 
Aviation  Subcommittee  of  the  Committee  on  Government  Operations.   Following 
this  response  are  copies  of  Assistant  secretary  Cuomo 's  testimony  for  the 
Department  of  Bousing  and  Urban  Development  and  Assistant  Secretary  Mary  Jo 
Bane's  testimony  for  the  Department  of  Bealth  and  Buman  Services  before  the 
Bouse  Subcommittee. 

There  is  no  doubt  that  the  use  of  welfare  hotels  for  housing  families 
with  children  is  a  complex  matter  and  its  resolution  involves  a  series  of 
factors  including  welfare  reform,  administration  of  the  AFDC  Emergency 
Assistance  (EA),  housing  availability  and  economic  realities. 

The  Administration  is  concerned  about  the  continued  use  of  welfare  hotels 
for  families  with  children  and  the  need  to  address  this  issue.   However,  the 
development  and  implementation  of  a  policy  in  this  area  requires  a  very  broad 
and  comprehensive  policy  context.   There  are  three  major  policy  actions  that 
help  frame  this  context i   (1)  the  formulation  of  a  comprehensive  welfare 
reform  proposal;  (2)  proposed  reorganization  of  HcKinney  programs  to  empower 


320 
69 


TESTIMONY  ON  A  STRATEGY  TO  REDUCE  USE  OP 
UNFIT  TRANSIENT  FACILITIES 
Andrew  Cuomo 
Assistant  Secretary  for  Community  Planning  and  Development 
Before  the  Employment,  Housing  and  Aviation  Subcommittee 
Of  the  Committee  on  Government  Operations 
House  of  Representatives 
Friday,  November  19,  1993 
It  is  a  pleasure  to  be  here  to  talk  to  the  committee  about  a 
subject  that  has  been  very  central  to  my  life  for  a  number  of 
years.   In  1982,  I  recall  all  too  vividly  walking  the  halls  of 
the  Hotel  Martinique  that  came  to  symbolize  the  misery  and  waste 
of  welfare  hotels.   As  special  assistant  to  Governor  Mario  Cuomo, 
I  worked  to  end  the  madness.   However,  I  learned  first  hand  of 
government  rules  for  AFDC  and  Emergency  Assistance:   $36,000  per 
year  could  be  spent  on  a  hotel  room,  when  it  would  only  take  one 
third  of  that  amount  to  help  place  the  family  in  a  completely 
safe,  more  financially  reasonable  apartment.   That  experience  led 
me  to  HELP,  a  non-profit  organization  that  provides  housing  and 
services  for  more  than  4,000  homeless  persons  a  year  in  the  New 
York  City  area.   HELP  constructs  safe  and  humane  housing  and 
provides  comprehensive  on-site  services  that  enable  families  to 
make  a  smooth  transition  into  mainstream  society.   The  founding 
premise  of  HELP  was  to  provide  an  alternative  to  welfare  hotels. 

New  York,  as  you  know,  is  one  of  three  States  that  continues 
to  turn  to  welfare  hotels  as  one  approach  to  take  care  of  the 
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needs  of  homeless  families.    Ironically,  12  years  later  as 
Assistant  Secretary  for  Community  Planning  and  Development  (CPD) 
under  Secretary  Henry  Cisneros  at  HUD,  I  once  again  face  the 
Hotel  Martinique. 

The  National  Affordable  Housing  Act  of  1990  requested  HUD  to 
identify  the  States  and  units  of  government  which  use  unfit 
transient  facilities  as  housing  for  homeless  families  with 
children.   It  also  requested  that  HUD  publish  a  strategy  to 
eliminate  such  use  by  1992.   That  date  was  postponed  by  later 
legislation  to  1994. 

In  1992  and  1993  HUD  reported  to  Congress  about  the 
condition  and  extent  of  welfare  hotels.   HUD  reported  that  there 
was  a  considerable  drop  in  the  use  of  these  facilities  and,  at 
the  same  time,  an  improvement  in  quality.   HUD  reported  that  New 
York  accounted  for  75  percent  of  the  total  use  of  funds  for  these 
purposes. 

But  I  would  like  to  be  unusually  candid  before  this 
committee.   That  candor  is  not  out  of  disrespect  for  anyone  who 
has  attempted  to  have  the  government  address  a  difficult  problem. 
It  is  out  of  respect  for  the  truth.   I  could  give  the  committee 
the  response  that  says  the  solution  is  obvious.   Rather  than 
spend  Emergency  Assistance  and  AFDC  on  hotels,  allow  the 
nonprofit  organizations  and  government  to  use  these  funds  for 
rent  or  debt  service.   The  economics  would  suggest  that  this  is  a 
win/win  situation.   Homeless  families  would  be  placed  in  new 
housing.   This  would  remove  them  from  the  bad  experience  of 
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welfare  hotels  and  the  taxpayer  would  save  money.   But  that  would 
be  a  half  truth  and  dangerous,  because  it  does  not  acknowledge 
the  depth  of  the  problem. 

The  truth  is  that  we  will  not  completely  eliminate  the 
function  of  the  welfare  hotel  in  places  like  New  York  City  in  the 
near  future.    The  welfare  hotels  perform  the  function  of  a 
buffer  between  the  homeless  and  the  poorly  housed.   In  a  city 
with  hundreds  of  thousands  of  people  on  a  multi-year  waiting  list 
for  public  housing,  any  suggestion  that  the  homeless  shelter 
system  will  provide  dignified  and  desirable  apartments  will 
suddenly  bring  out  thousands  of  "homeless"  families.   These  are 
persons  who  are  living  in  undesirable  living  conditions,  perhaps 
doubled  up  involuntarily.   Currently,  the  welfare  hotels  and 
large  emergency  homeless  shelters  are  unattractive  options  for 
marginally  housed  people  and  a  deterrent  to  their  use.   In  many 
cities,  the  more  attractive  shelter  systems  are  inundated  with 
the  marginally  housed,  pushing  out  the  long-term  and  genuinely 
homeless. 

There  is  a  simple  reason  for  this  phenomenon.   In  198  9  of 
the  33  million  renter  households  in  the  U.S.  nearly  14  million 
were  eligible  for  Federal  housing  assistance.  Of  this  eligible 
population  nearly  10  million  households  (71%)  were  not  receiving 
housing  subsidies.   In  1989,  there  were  8.4  million  renter 
households  and  5.9  million  owner  households  paying  more  than  4  0 
percent  of  their  income  in  housing.   The  situation  has  not 
improved  substantially  since  then.  It  may  have  become  worse. 
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From  198  9  to  1992,  there  was  an  increase  of  five  million  people 
living  in  poverty.  Although  mortgage  interest  rates  are  very 
low,  if  a  person  is  unemployed  and  has  a  sharply  reduced  income, 
lower  home  prices  and  low  interest  rates  are  not  much  help. 

The  huge  overhang  of  the  national  debt,  $200  billion  in 
interest  payments,  and  huge  entitlement  payments  make  it  unlikely 
that  we  will  be  willing  to  make  massive  new  investments  in 
assisted  housing  to  even  come  close  to  addressing  the  problem. 

Having  placed  the  situation  in  perspective  of  the  national 
housing  crisis,  let  there  be  no  mistake  that  we  must  find  a  more 
acceptable  approach  to  house  homeless  families.   Secretary 
Cisneros  and  I  have  no  intention  of  ignoring  the  Congressional 
mandate  to  work  with  HHS  and  to  develop  and  move  forward  on  a 
strategy  to  address  this  problem. 

A  successful  approach  to  addressing  the  problem  of  unfit 
transient  facilities  lies  in  broader  improvements  in  the  way  we 
address  the  needs  of  homeless  persons  and  families  in  America. 
Secretary  Cisneros  has  made  HUD's  number  one  priority  to  help 
homeless  persons  and  families  progress  to  permanent  housing 
through  local  HUD-assisted  comprehensive  homeless  systems.  We 
have  taken  a  number  of  actions  to  carry  out  this  priority.   One 
of  the  first  actions  is  to  change  the  way  we  think  about  the 
problem  of  homelessness.   Despite  heroic  efforts  to  address  the 
problem  of  homelessness  in  America,  approaches  have  not 
accurately  reflected  its  true  nature  and  causes .   During  the 
explosion  of  homelessness  in  the  1980 's,  we  attempted  to  address 
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the  problem  primarily  by  providing  emergency  shelters. 

Emergency  shelters  alone  are  not  the  answer  to  homelessness. 
Most  of  the  persons  who  are  homeless  need  far  more  than  temporary 
shelter  and  solutions  that  serve  only  to  isolate  them  from  the 
rest  of  society.   An  effective  approach  should  address  a  person's 
long-term  need  to  build  job  skills,  obtain  job  placement,  address 
problems  of  substance  abuse  and  alcoholism,  and  rebuild 
connections  with  the  rest  of  society.   The  current  Federal 
programs  include  transitional  and  permanent  housing,  but  they 
fund  specific  approaches  which  are  not  integrated  into  a  total 
system. 

We  have  proposed  that  the  Federal  role  support  a  more 
nurturing  and  effective  system.   We  call  this  system  a  "continuum 
of  care".   The  continuum  of  care  approach  seeks  to  bring  the 
homeless  into  a  system,  assess  their  needs  and  provide  them  with 
a  full  range  of  services  to  regain  independent  living.   It  helps 
ensure  transition  into  permanent  housing,  with  services  when 
necessary,  at  any  stage  of  need.   The  approach  helps  move  an 
individual  from  homelessness.   The  community  system  helps 
deliver  a  solution  to  the  problem  of  homelessness.   That  system 
is  a  balanced  inventory  of  facilities:  emergency  shelter, 
transitional  and  rehabilitative  housing,  and  permanent  housing 
interrelated  into  a  single  program.   However,  in  most  cities, 
efforts  to  balance  the  number  of  transitional  units  and  permanent 
units  available  for  homeless  persons  are  limited.   Without  long- 
term  and  continuous  services,  which  are  impossible  in  short-term 
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shelters,  homeless  persons  with  multiple  problems  are  unlikely  to 
move  on  to  become  independent  members  of  society. 

Our  strategy  to  eliminate  unfit  transient  facilities  will 
not  be  a  single  solution,  but  a  series  of  policy  initiatives 
guided  by  a  continuum  of  care  philosophy.   They  will  include  (a) 
better  coordination  of  the  efforts  by  HHS  and  HUD  with  regard  to 
use  of  emergency  assistance  funds  and  HUD  programs,  (b)  using 
innovative  demonstration  programs  at  HUD  and  HHS  to  specifically 
address  the  problem  of  transient  facilities  in  key  cities,  (c) 
providing  adequate  total  funding  for  HUD  homeless  programs  for 
families,  (d)  administering  McKinney  Act  funding  so  that 
communities  have  more  flexibility  in  developing  a  comprehensive 
approach  to.  meeting  homeless  needs  in  their  jurisdictions,  (e) 
encouraging  communities  to  include  in  their  Comprehensive  Housing 
Affordability  Strategy  (CHAS)  efforts  to  reduce  use  of  unfit 
transient  facilities,  and,  as  an  alternative,  encouraging 
communities  to  provide  some  space  in  subsidized  apartment 
complexes  (under  HOME  and  Community  Development  Block  (CDBG)  and 
other  programs)  which  would  be  used  for  families  receiving 
emergency  assistance,  and  (f)  coordination  with  HHS  and  other 
agencies  through  the  new  White  House  Interagency  effort  on 
homelessness  the  Federal  Plan  to  Break  the  Cycle  of  Homelessness . 

a.    HUD-HKS  cooperation 

Many  agencies  are  involved  in  the  effort  to  serve  the 
homeless.   The  1990  Act  required  that  HUD  consult  with  HHS  in 
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developing  a  strategy  to  end  use  of  unfit  transient  facilities. 

Included  in  HR  3400,  the  Government  Reform  and  Savings  Act 
of  1993,  is  language  to  use  HUDs  inventory  of  multi-family  units 
as  a  resource  for  providing  emergency  short-term  shelter  for 
families  facing  emergency  crises.   If  implemented,  this 
demonstration  would  use  HHS  funds  that  currently  subsidize 
welfare  hotels  and  shelters  to  subsidize  multifamily  properties 
as  a  more  cost-effective  way  to  provide  housing  for  homeless 
families.   The  Administration  has  not  yet  taken  an  official 
position  on  this  legislation.    Our  multifamily  housing  inventory 
is  a  rich  resource,  considering  the  large  inventory  of  units.   We 
have  proposed  legislation  to  ease  the  statutory  requirements  for 
disposition  of  these  properties.   These  properties  will  require 
subsidies  and  HUD  does  not  have  enough  funds  for  this  purpose. 
Other  sources  of  funding  will  have  to  be  obtained  to  bring  the 
whole  apartment  complex  up  to  standard, 
b.   Use  of  innovative  funds  to  address  problem 

To  implement  the  continuum  of  care  concept,  the 
Administration  proposed  and  Congress  approved  as  part  of  the 
Homeless  and  Community  Development  Act  of  1993,  the  HUD 
Innovative  Homeless  Initiatives  Demonstration  program.   Congress 
has  appropriated  $100  million  to  demonstrate  comprehensive 
strategies  for  assisting  homeless  individuals  and  families 
through  the  continuum  of  care. 

The  D.C.  Initiative  is  the  first  innovative  partnership  to 
be  funded  under  the  demonstration  program.   The  plan  announced  on 
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September  20  by  Secretary  Cisneros  and  Mayor  Sharon  Pratt  Kelly 
calls  i.or  producing  or  contracting  out  for  a  total  of  2,050  beds 
for  homeless  single  adults  and  families  over  a  two  year  period. 
Efforts  will  also  be  aimed  at  single  adults  and  families  with 
special  needs  and  others  with  short-term  emergency  needs.   The 
continuum  of  care  in  the  District  will  consist  of  three  parts : 
(a)  outreach/assessment,  (2)  transitional  housing  combined  with 
rehabilitative  services,  and  (3)  placement  into  permanent 
housing.   HUD  expects  to  announce  additional  Innovative  cities. 

Using  a  variety  of  programs  available  in  HHS  and  HUD  we  hope 
to  do  a  demonstration  in  a  city  which  has  high  use  of  unfit 
welfare  hotels  in  order  to  provide  a  more  livable  environment  for 
families  facing  temporary  problems  of  shelter.   Secretary 
Cisneros  has  requested  HHS  and  other  agencies  which  deal  with 
problems  of  homelessness  to  join  him  in  these  innovative 
demonstrations . 

In  her  testimony  today,  Mary  Jo  Bane  is  reporting  on 
demonstration  programs  which  HHS  has  supported  under  a  $20 
million  grant  in  three  states  to  help  AFDC  families  move  from 
welfare  hotels  to  transitional  facilities  with  services.   Both 
HUD  and  HHS  hope  to  learn  from  these  various  demonstrations. 
c.    Provide  adequate  funding  for  family-oriented  programs 

Part  of  the  solution  to  this  problem  lies  in  adequate 
funding  for  homeless  programs  which  can  serve  families.   The 
McKinney  Act  Supportive  Housing  is  such  a  program.   President 
Clinton  requested  and  Congress  appropriated  $334  million  in  FY 
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1994  funding  for  the  Supportive  Housing  program,  representing  a 
significant  increase  from  $150  million  in  FY  1993.   By  statute, 
at  least  25  percent  of  this  combination  supportive  services  and 
housing  program  must  serve  homeless  families.   This  year  we 
awarded  $6.5  million  dollars  to  four  different  five-year  projects 
which  all  serve  homeless  families  in  the  State  of  New  York. 
Providing  adequate  levels  of  Supportive  Housing  for  families 
should  make  it  less  necessary  to  place  them  in  unfit  transient 
facilities.   Overall,  HUD  funding  for  the  homeless  programs 
increased  from  $571  million  in  1993  to  $822  million  in  FY  1994. 

As  part  of  the  strategy  to  strengthen  the  role  of  families, 
Secretary  Cisneros  directed  us  to  develop  the  FY  1994  competitive 
homeless  assistance  programs  in  a  way  that  will  include 
strengthening  and  preserving  the  family  as  a  feature  in  the 
rating  criteria  and  program  design  of  the  competition, 
d.    Flexibility  in  McKinney  Act  funding 

We  are  considering  changes  in  the  current  system  of  funding 
homeless  programs.   The  current  system  of  competitive  programs 
does  not  provide  the  flexibility  for  local  jurisdictions  to 
implement  a  rational  planning  process  and  to  address  long-term 
homeless  needs.   The  system  awards  funds  strictly  on  applications 
submitted  through  a  competition  rather  than  awarding  them  solely 
on  the  merits  of  a  comprehensive  and  carefully  planned  local 
program. 

To  address  these  problems,  we  are  reviewing  the  various 
programs  of  Title  IV  of  the  McKinney  Act  (Emergency  Shelter 
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Grants  program,  Supportive  Housing  program,  Safe  Havens,  Section 
8  SRO  Mod  Rehab,  Shelter  Plus  Care,  and  Rural  Homeless  Housing 
Assistance) .   We  intend  to  work  with  Congress  on  changes  that 
would  encourage  and  foster  development  of  comprehensive  systems. 

The  purpose  of  the  proposal  is  to  help  encourage  localities 
to  initiate  a  holistic,  systematic  approach  and  to  use  Federal 
funds  to  help  solve,  rather  than  merely  address,  homelessness . 
It  applies  the  continuum  of  care  concept  and  asks  localities  not 
only  to  identify  the  gaps  in  services  and  housing  through  a 
planning  process,  but  also  helps  to  provide  resources  to  fill 
those  gaps . 
e.    Providing  guidance  on  alternatives  to  usina  transient 

facilities 

We  are  in  the  process  of  consolidating  planning, 
application,  and  reporting  requirements  for  four  HUD  Office  of 
Community  Planning  and  Development  formula  programs.  The 
Emergency  Shelter  Grant  (ESG)  and  Housing  Opportunities  for 
People  With  AIDs  (HOPWA)  programs  are  included  in  this  effort. 
This  full  consolidation  will  occur  in  1995.   In  providing  new 
guidelines  for  undertaking  the  combined" CHAS  and  the  new 
community  development  plan,  we  have  an  opportunity  to  encourage 
communities  to  place  less  reliance  on  unfit  transient  facilities 
and  to  develop  more  effective  approaches.  Among  those  more 
effective  approaches  may  be  to  provide  some  space  in  subsidized 
apartment  complexes  (under  the  HOME,  CDBG,  and  other  housing 
programs)  for  emergency  assistance  clients.   This  would  be 
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designed  to  avoid  isolating  them  from  mainstream  housing. 

In  applying  this  policy  we  can  draw  experience  from  a  Ford 
Foundation- funded  demonstration  with  a  firm  in  Connecticut  (Urban 
Initiatives)  which  operates  its  program  in  four  States.   The 
demonstration  made  use  of  Emergency  Assistance  funds  in 
conjunction  with  other  HUD  subsidies  to  provide  emergency  units 
in  apartment  complexes  owned  and  managed  by  nonprofit  providers. 
When  vacancies  occur,  the  apartment  owners  agree  to  make  use  of 
the  $50  a  night  assistance  to  house  families  needing  temporary 
shelter  to  eliminate  the  need  to  resort  to  hotels.   Tenants  may 
stay  only  for  a  limited  period  of  time,  but  the  apartment  owners 
agreed  to  take  additional  emergency  assistance-funded  tenants 
when  they  need  space . 

The  advantage  of  this  arrangement  is  that  the  families  are 
living  in  a  better  living  environment  in  a  good  neighborhood  with 
adequate  facilities  to  serve  them.   The  manager  of  the 
demonstration  said  that  homeless  families  liked  the  arrangement 
because  they  were  living  outside  of  the  shelter  system.   The 
regular  subsidized  tenants  had  no  objection  to  these  families 
because  they  were  not  much  different  in  income.   They  accepted 
families  that  did  not  have  substance  abuse  and  other  serious 
problems  who  needed  special  assistance  that  could  better  be 
provided  elsewhere, 
f .    Interagency  coordination  and  homeless  plan 

With  the  announcement  of  Secretary  Cisneros  and  Domestic 
Policy  Adviser,  Carol  Rasco,  that  the  17  member  Interagency 
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Council  on  the  Homeless  will  become  a  working  group  under  the 
White  House  Domestic  Policy  Council,  we  are  strengthening 
interagency  coordination  efforts  on  homelessness .   Secretary 
Cisneros  will  chair  this  group.   HHS  Secretary  Donna  Shalala  and 
Veterans  Administration  Secretary  Jesse  Brown  are  co-vice  chairs. 
HUD  will  support  the  homeless  council  staff  since  Congress  did 
not  appropriate  1994  funds  for  the  Council.  In  February  we  will 
submit  a  Federal  Plan.   The  plan  will  be  aimed  at  breaking  the 
cycle  of  existing  homelessness  and  preventing  future  homelessness 
in  response  to  President  Clinton^s  May  19  Executive  Order.   This 
Federal  Plan  will  specifically  address  unfit  transient 
facilities. 

My  belief  is  that  a  broader  systems -approach  to  addressing 
the  problem  of  homelessness  will  help  address  not  only  the 
problem  of  use  of  unfit  transient  facilities,  but  will  help  do  a 
better  job  in  moving  homeless  and  families  and  individuals  into 
the  mainstream  of  American  life.   We  at  HDD  are  aggressively 
moving  ahead  on  the  challenge. 

Thank  you  for  the  opportunity  to "share  these  ideas  with  you. 
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Chairman  Peterson,  Representative  Flake,  Members  of  the 
Subcommittee,  thank  you  for  the  opportunity  to  discuss  our  role  in 
addressing  the  complex  issues  of  homelessness  and  welfare  hotels. 
It  is  appropriate  that  one  of  my  first  hearings  as  Assistant 
Secretary  for  Children  and  Families  is  on  a  topic  that  is  so 
important  to  me,  Secretary  Shalala,  and  President  Clinton.  This 
Administration  is  committed  to  improving  assistance  to  the  homeless 
by  streamlining  and  strengthening  the  Nation's  efforts  to  break  the 
cycle  of  homelessness. 

Since  you  specifically  asked  about  the  role  of  the  Emergency 
Assistance  (EA)  and  the  Aid  to  Families  with  Dependent  Children 
(AFDC)  programs  in  assisting  the  homeless,  and  alternatives  for 
sheltering  homeless  families,  I  will  focus  on  these  areas  of 
concern.  I  will  also  briefly  describe  the  Department's  efforts  to 
address  the  problems  of  homeless  individuals  and  families. 

The  AFDC  program  provides  cash  benefits  to  families  in  which  a 
needy  child  has  been  deprived  of  parental  support  due  to  the  death, 
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absence  from  the  home,  incapacity,  or  unemployment  of  a  parent. 
Each  State  sets  its  own  need  and  payment  standards  to  determine  a 
family's  eligibility  and  benefit  amount.  All  States  include 
allowances  for  certain  basic  need  items  such  as  food,  clothing  and 
housing. 

In  addition,  some  States  provide  assistance  for  special  need  items, 
which  are  essential  for  some,  but  not  all  families.  Examples  of 
special  need  items  used  to  help  the  homeless  —  or  to  prevent 
homelessness  —  are  payments  for  temporary  shelter  and  allowances 
for  the  costs  of  shelter  or  utilities  which  exceed  the  basic  needs 
allowances.  States  have  considerable  flexibility  to  determine 
which  needs  they  will  cover  as  basic  needs  or  special  needs. 

Currently,  31  States  and  related  Federal  jurisdictions  provide 
special  need  items.  Of  these,  eight  States  (California, 
Connecticut,  Hawaii,  Illinois,  New  Jersey,  New  York,  Rhode  Island, 
and  Washington)  and  the  Virgin  Islands  use  special  needs  allowances 
to  shelter  families  or  prevent  homelessness.  In  addition,  four 
States  (Massachusetts,  Michigan,  Oklahoma,  and  Pennsylvania) 
provide  assistance  in  meeting  costs  of  shelter  and/or  utilities 
which  exceed  the  basic  payment  levels. 

The  Emergency  Assistance  program  was  established  in  1967  as  an 
optional  complement  to  the  AFDC  program  to  provide  short-term 
financial  assistance  and  services  to  children  and  their  families 
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with  Federal  and  State  funds.  Federal  matching,  at  50  percent,  is 
available  for  emergency  assistance  that  the  State  authorizes  during 
30  consecutive  days  in  any  12-month  period.  Assistance  can  include 
payments  to  meet  needs  that  arose  before  the  30-day  period  or  to 
help  meet  needs,  such  as  rent,  that  extend  beyond  the  30 -day 
period. 

States  have  wide  latitude  to  specify  the  emergency  needs  to  be 
addressed  by  the  EA  program  to  prevent  and  alleviate  family 
homelessness.  For  example,  States  use  EA  funds  to  pay  for  the  cost 
of  providing  emergency  or  transitional  shelter;  mortgage,  rent  and 
utility  arrearages  to  prevent  evictions,  foreclosures,  and  utility 
cut-offs;  rental  and  utility  security  deposits;  replacement  of 
household  goods  and  furnishings;  reimbursement  for  the  expenses  of 
moving  a  family  to  a  new  home  or  returning  a  family  to  a  former 
home;  assessment  of  problems  that  have  led  to  families* 
homelessness;  and  provision  of  services  such  as  counseling, 
information  and  referral,  job  training,  and  employment  assistance 
in  order  to  prevent  homelessness  in  the  future. 

Currently,  46  States  and  related  Federal  jurisdictions  operate  an 
FA  program,  and  each  of  these  (except  for  the  Virgin  Islands)  uses 
EA  to  address  homelessness.  However,  only  a  small  number  of  these 
use  EA  funds  on  an  ongoing  basis  to  house  families  in  welfare 
hotels.  In  FY  1992,  total  outlays  (Federal  and  State  combined) 
amounted  to  $416  million  for  the  entire  EA  program.   In  the  same 
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year,  incomplete  reporting  by  States  reflected  total  spending  of 
$86  million  for  temporary  housing  from  both  EA  and  the  AFDC  special 
needs  programs,  of  which  $43  million  was  the  Federal  share. 

Given  this  general  background  on  the  AFDC  and  EA  programs,  I  would 
now  like  to  move  on  to  the  issue  of  welfare  hotels  and  how  they  are 
used  to  assist  the  homeless  population.  We  share  your  concern 
about  the  continued  use  of  welfare  hotels  to  shelter  homeless 
families.  Such  facilities  are  inappropriate  settings  for  families 
and  impede  effective  service  delivery.  They  are  extremely 
expensive,  often  dilapidated,  and  suffer  from  problems  of  crime, 
violence  and  drug  trafficking.  Unfortunately,  the  use  of  welfare 
hotels  continues  to  be  a  problem  in  a  few  urban  jurisdictions  — 
New  York  City,  Washington  D.C.,  and  cities  in  New  Jersey  and 
Massachusetts.  Even  in  these  cities,  however,  there  has  been 
improvement  since  the  late  1980s  when  the  issue  of  welfare  hotels 
was  brought  to  national  attention. 

The  District  of  Columbia  has  begun  a  new  approach  to  addressing 
the  problem  of  homelessness,  in  cooperation  with  the  Clinton 
Administration.  The  D.C.  Initiative,  as  it  is  called,  establishes 
a  working  partnership  among  sectors  of  the  community,  including 
non-profit  developers,  service  providers,  advocacy  groups,  homeless 
individuals,  private  foundations,  local  businesses,  bankers,  and 
neighborhood  groups,  the  District  of  Columbia  and  the  Federal 
Government.   The  Initiative  recognizes  the  diverse  and  underlying 
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needs  of  homeless  families  and  individuals  and  hopes  to  alleviate 
situations  that  lead  people  to  become  homeless  in  an  attempt  to 
obtain  affordable  housing.  The  prevention  of  homelessness  is  an 
essential  component  of  the  plan.  For  those  who  are  already 
homeless,  the  Initiative  plans  to  use  a  "continuum  of  care"  model 
to  achieve  three  objectives:  (1)  accurate  assessment  of  human 
service  needs;  (2)  provision  of  necessary  services  in  an 
appropriate  transitional  setting;  and  (3)  assistance  in  moving  into 
a  stable  permanent  housing  arrangement. 

The  Department  is  actively  working  with  HUD  to  provide  technical 
assistance  to  the  District.  One  of  the  specific  topics  we  will  be 
working  on  is  creating  an  effective  Emergency  Assistance  program. 
We  will  explore  with  the  District  strategies  implemented  in  other 
communities  to  use  EA  to  prevent  homelessness  and  to  develop 
alternatives  to  hotels. 

Since  the  late  1980' s,  New  York  City  has  significantly  reduced  the 
number  of  families  housed  in  welfare  hotels,  but  finds  the  numbers 
rising  again,  even  after  a  dramatic  expansion  of  shelter  capacity, 
increases  in  transitional  housing  for  families  and  improved 
incentives  for  landlords  to  renovate  permanent  housing.  As  a 
result,  New  York  City  is  seeking  the  Clinton  Administration's  help 
to  develop  a  comprehensive  plan  of  preventive  services  and  the 
rehabilitation  of  permanent  housing.  Secretary  Shalala  has  asked 
the  Department  to  give  these  issues  a  fresh  look  and  to  work  with 
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New  York's  Department  of  Homeless  Services  and  the  Federal 
Department  of  Housing  and  Urban  Development  (HUD)  in  finding 
permanent  solutions  and  cost-effective  ways  to  respond  to  its 
homeless  crisis. 

Clearly,  HHS  does  not  have  the  lead  role  for  increasing  the  supply 
of  housing.  As  a  matter  of  fact,  neither  AFDC  nor  EA  funds  may  be 
used  to  construct,  rehabilitate,  or  purchase  housing.  However,  our 
Department  can  play  a  key  role  in  fostering  the  coordination  of 
services  and  benefits  to  address  the  multiple  problems  of  the 
homeless.  For  example,  under  the  Transitional  Housing 
Demonstration  Program,  which  you  asked  about,  we  are  supporting 
three  demonstration  projects  in  which  homeless  AFDC  families  who 
are  living  in  welfare  hotels  are  relocated  into  transitional 
facilities  and  provided  with  supportive  services.  In  1991,  the 
Administration  for  Children  and  Families  awarded  $20  million  for 
three  and  a  half-year  projects  in  Massachusetts,  New  Jersey,  and 
New  York  to  be  completed  in  August  1994.  Under  these  projects,  the 
operating  agencies  must  reduce  the  use  of  welfare  hotels  by  AFDC 
families,  provide  appropriate  transitional  housing,  provide  an 
array  of  social  and  supportive  services,  and  assist  families  to 
achieve  greater  self-sufficiency  in  order  to  prevent  further 
incidents  of  homelessr.ess. 

In  the  Massachusetts  project,  the  Department  of  Public  Welfare  is 
testing  a  comprehensive  approach  to  providing  transitional  housing 
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and  services  for  homeless  AFDC  families  in  three  areas  of  the 
State:  Boston,  greater  Boston,  and  Cape  Cod.  Other  local  groups 
are  actively  involved,  including  public  and  private  service 
providers  and  community  action  agencies. 

In  the  New  Jersey  project,  the  Department  of  Human  Services  runs 
the  program  with  the  active  support  of  the  Community  Affairs 
Agency.  The  project  includes  the  construction  and/or  renovation 
of  transitional  housing  in  four  counties.  It  provides  an  array  of 
support  services  designed  to  achieve  self-sufficiency  and  to  avoid 
the  risk  of  repeated  episodes  of  homelessness. 

In  New  York,  the  Department  of  Social  Services,  with  assistance 
from  a  non-profit  corporation,  is  constructing  and  renovating 
transitional  housing  and  providing  social  services  to  homeless 
families  in  three  sites  in  Westchester  County.  The  goal  of  the 
project  is  to  stabilize  families  and  place  them  into  permanent 
housing.  Families  are  receiving  multiple  services  including  case 
management,  referral  to  medical  services,  day  care,  substance  and 
alcohol  abuse  treatment,  education,  and  job  training.  It  is 
interesting  to  note  that  a  former  welfare  hotel  will  be  renovated 
and  become  a  model  transitional  facility  to  accommodate  homeless 
families  more  appropriately. 

We  also  are  actively  engaged  in  major  new  initiatives  that  will 
help   to   prevent  homelessness.     As  you  know,   the   Clinton 
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Administration  is  in  the  process  of  developing  reforms  to  our 
welfare  system  and  has  recently  submitted  to  Congress  comprehensive 
legislation  to  reform  the  health  care  system. 

Along  with  continued  cooperative  efforts  with  other  agencies, 
including  HUD,  the  Department  is  committed  both  to  improving 
assistance  to  homeless  families  and  individuals  through  existing 
mainstream  programs  and  to  finding  permanent  solutions  to 
homelessness.  In  keeping  with  the  Vice  President's  National 
Performance  Review,  we  are  looking  into  consolidating  targeted 
programs  and  making  sure  that  mainstream  programs  work  for  all 
people,  including  the  homeless. 

As  an  example  of  this  latter  initiative,  we  have  recently  awarded 
grants  to  enable  Head  Start  programs  to  serve  homeless  preschool 
children  and  their  families.  In  announcing  the  awards,  Secretary 
Shalala  said,  "Homelessness  should  not  keep  children  from  receiving 
the  developmental  support  they  need.  We  have  an  obligation  to 
provide  our  assistance  where  it  is  required."  The  16  demonstration 
grants  will  provide  resources  to  Head  Start  agencies  to  enable 
additional  homeless  families  to  access  Head  Start  services;  provide 
services  responsive  to  the  particular  needs  of  homeless  children 
and  families;  identify  effective  methods  of  addressing  the  needs 
of  homeless  families;  and  implement  and  document  replicable 
strategies  for  collaboration  between  Head  Start  programs  and 
community  agencies  on  behalf  of  homeless  families. 
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Presently,  HHS  administers  many  on-going  programs  which  help  those 
who  are  homeless  and  keep  others  from  becoming  homeless.  In 
addition  to  shelter,  the  majority  of  homeless  individuals  and 
families  need  income  assistance,  health  care,  and  supportive  social 
services,  as  well  as  education  and  employment  and  training 
services.  Many  also  need  treatment  for  chronic  alcohol  and  other 
drug  problems.  Most  of  the  programs  providing  such  services  are 
administered  by  State  and  local  governments  using  a  mixture  of 
private,  local,  State,  and  Federal  funds.  HHS  is  a  major  source 
of  support  for  these  mainstream  programs  including  the  Job 
Opportunities  and  Basic  Skills  Training  Program  (JOBS) ,  Medicaid, 
Supplemental  Security  Income  (SSI) ,  AFDC,  Head  Start  and  Community 
Health  Centers. 

Another  major  new  initiative  that  will  help  to  prevent  homelessness 
is  the  family  preservation  and  family  support  program.  This  capped 
entitlement  program  will  provide  States  with  an  opportunity  to 
expand  support  services  for  families  arid,  in  particular,  families 
in  crisis  or  at-risk  of  crisis  due  to  abuse  or  other  problems.  By 
intervening  and  providing  services  to  strengthen  families  and 
increase  parental  confidence  and  competence  in  parenting  abilities 
before  the  family  unit  has  deteriorated,  this  program  will  help  to 
avert  the  downward  spiral  that  often  leads  to  homelessness. 

HHS  also  administers  McKinney  Act  and  other  targeted  programs  that 
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provide  health  care,  mental  health  care,  substance  abuse  treatment, 
emergency  services,  and  shelter  specifically  for  homeless 
individuals  and  families.  In  fiscal  year  1993,  the  Department 
spent  over  $220  million  targeted  specifically  to  provide  assistance 
to  the  homeless. 

HHS  operates  several  programs  under  the  McKinney  Homeless 
Assistance  Act.   These  include: 

o  Access  to  Community  Care  and  Effective  Services  and  Supports 
(ACCESS) ,  which  provides  grants  to  States  to  develop  and  test 
ways  to  integrate  support  services,  linked  with  housing,  for 
severely  mentally  ill  homeless  people; 

o  PATH  Formula  Grant  Program,  which  provides  funds  to  each  State 
and  related  Federal  jurisdiction  to  provide  operational 
support  for  more  comprehensive  services  for  mentally  ill 
homeless,  especially  when  mental  illness  occurs  in  conjunction 
with  substance  abuse; 

o  Health  Care  for  Homeless  Program,  which  provides  funds  to  119 
grantees  for  the  provision  of  primary  and  mental  health  care 
to  the  homeless.  Grantees  also  provide  case  management, 
substance  abuse,  emergency  services,  and  referrals  for  medical 
care; 
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o  Family  Support  Centers  and  Gateway  Demonstration  Grant 
Programs,  which  provide  case  management  and  comprehensive 
services  to  low-income  persons,  previously  homeless  persons, 
and  those  at  risk  of  becoming  homeless; 

o  Emergency  Community  Services  Homeless  Grant  Program,  which 
provides  funds  to  each  State  and  related  Federal  jurisdiction 
for  the  provision  of  social  services  to  the  homeless.  Funds 
may  be  used  both  to  assist  the  homeless  in  becoming  self- 
supporting  and  to  help  people  in  trouble  avoid  homelessness; 

The  Department  also  operates  four  non-McKinney  programs  targeted 
specifically  toward  the  homeless.   These  programs  include: 

o  Community  Support  Program,  which  provides  grants  to  State 
mental  health  departments  to  develop  community-based  systems 
for  mentally  ill  persons  emphasizing  support  for  individuals 
who  are,  or  who  are  at  risk  of  becoming,  homeless; 

o  Runaway  and  Homeless  Youth  Program,  which  supports 
approximately  360  centers  across  the  nation  which  work  to 
reunite  runaway  youth  with  their  families  or  place  homeless 
and  runaway  youth  in  alternate  safe  living  arrangements; 

o  Drug  Abuse  Prevention  Program  for  Runaway  and  Homeless  Youth, 
which   provides   funds   to   about   100   projects   offering 
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counseling,  aftercare  and  other  services  to  prevent  drug  abuse 
and  homelessness  among  runaway  youth; 

o  Transitional  Living  Program  for  Homeless  Youth,  a  residential 
program  which  provides  funds  to  about  75  projects  to  provide 
education,  job  training,  and  independent  living  skills  to 
homeless  youth. 

As  you  can  see,  we  are  involved  in  many  aspects  of  the  fight 
against  homelessness.  We  appreciate  the  problems  cities  and  States 
face  in  their  efforts  to  address  the  needs  of  some  of  their  most 
vulnerable  citizens  and  pledge  to  continue  to  work  closely  with  our 
counterparts  in  other  Federal  agencies,  cities  and  States,  as  well 
as  the  Congress  to  strengthen  these  efforts. 

Thank  you  again  for  giving  me  this  opportunity  to  testify  on  issues 
that  are  so  critical  to  the  lives  of  so  many.  I  look  forward  to 
working  with  you  as  we  strive  to  find  effective  solutions  to  these 
problems. 
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State  and  local  governments  to  implement  a  comprehensive  continuum  of  care  for 
the  homeless;  and  (3)  the  new  Federal  Plan  to  Break  the  Cycle  of  Homelessness, 
that  was  just  released.   The  third  point,  the  Federal  Plan,  clearly  states 
that  the  ultimate  solution  to  homelessness  is  in  making  our  mainstream 
programs  work.   Further,  we  say  that  there  are  millions  of  people  living  in 
crisis  poverty  in  this  country  under  the  threat  of  possible  homelessness. 
This  is  particularly  relevant  to  the  use  of  transient  facilities.   I  believe 
the  strategy  set  forth  in  the  Federal  Plan  will  get  us  on  the  right  road 
toward  that  goal . 

As  you  know,  we  have  designated  reducing  homelessness  as  HUD's  number  one 
priority.   As  a  result,  we  have  taken  numerous  actions  to  implement  this 
priority.   The  proposed  McKinney  reorganization  legislation  will  enable  cities 
to  implement  a  "continuum  of  care"  approach  and  address  problems  such  as  this 
one.   We  are  also  requesting,  as  part  of  the  President's  Budget,  a  doubling  in 
funding  for  HUD's  homeless  programs.   This  would  be  a  significant  step  toward 
empowering  communities  to  develop  a  comprehensive  continuum  of  care  plan  for 
addressing  all  homeless  needs,  including  the  elimination  of  welfare  hotels. 

The  Department  has  had  consultations  with  BBS  officials  and  staff 
concerning  the  use  of  AFDC-Emergency  Assistance  program  to  pay  for  the  use  of 
welfare  hotels.   In  those  discussions  it  was  clear  that  the  EA  program  is 
being  examined  as  a  part  of  welfare  reform.   The  Department's  limitations  with 
respect  to  the  statutory  requirement  to  eliminate  welfare  hotels  needs  to  be 
underscored  given  that  the  primary  source  of  funding  is  an  BBS  entitlement 
program. 

The  Department  will  continue  to  work  with  the  other  agencies  to  move 
homeless  persons  off  the  streets  and  from  other  unfit  living  situations  into 
permanent  housing. 

Mr.  Stokes  #29 

Youthbuild 

Question:   Last  year,  an  appropriation  of  $48  million  was  made  available 
for  Youthbuild  activities.   The  1993  appropriation  was  $40  million.   Bow  much 
of  the  $88  million  appropriated  to  date  for  the  Youthbuild  program  has  been 
obligated? 

Answer:   Of  the  total  $88  million  appropriated  for  fiscal  year  1993  and 
1994,  $68  million  is  available  for  the  separate  Youthbuild  program  and 
$20  million  will  be  expended  through  BUD's  HOPE  VI  Program  for  youthbuild-type 
activities  to  be  carried  out  by  distressed  Public  Housing  Authorities.   To 
date,  none  of  these  funds  have  been  obligated.   BUD  is  currently  completing 
the  review  of  the  applications  received  under  the  first  competition  for 
Youthbuild  funds.   An  unexpectedly  large  number  of  applications,  over  800, 
were  received  and  the  selection  decisions  will  be  announced  shortly.   The  NOFA 
for  the  BOPE  VI  program  will  be  published  in  the  near  future. 

Question:   Bow  much  of  that  amount  has  been  expended? 

Answer:   No  funds  have  been  expended.   The  initial  Youthbuild  grants  will 
be  awarded  in  late  June  1994. 

Question:   How  do  you  explain  that  only  $8  million  will  be  expended  for 
this  program  by  the  end  of  1994? 

Answer:   The  timing  of  the  initial  grant  awards  (June  1994)  was  the  basis 
for  the  $8  million  outlay  estimate  for  1994. 

Question:   How  many  grants  does  HUD  estimate  will  be  made  with  the 
$88  million  appropriated  in  1993  and  1994? 
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Answer:   CPO  will  administer  $68  million  of  the  $88  million  provided  for 
the  Youthbuild  program  in  1993  and  1994.   CPD  currently  estimates  that 
approximately  175  planning  and  implementation  grants  will  be  funded  from  the 
$68  million. 

The  remaining  $20  million  appropriated  in  1994,  within  the  Severely 
Distressed  Public  Housing  Projects  account,  is  being  administered  by  pih. 
This  includes  $10  million  for  the  Public  Bousing  Youth  Apprenticeship  Program 
for  which  an  estimated  5  to  7  grants  will  be  awarded;  and  $10  million  for 
Urban  Youth  Corps  for  which  grants  will  be  made  to  an  estimated  10  eligible 
HOPE  6  PHAs. 

Mr.  Stokes  #30 

Youth  Apprenticeship  Program 

Question:   I  was  pleased  that  last  year's  appropriation  included  funding 

for  a  youth  apprenticeship  program  with  labor-management  organizations .   Has 

the  NOFA  for  this  program  gone  out?   If  not,  when  do  you  anticipate  it  will  be 
issued? 

Answer:   The  NOFA  for  this  program  has  been  developed  and  is  currently 
going  through  Departmental  clearance.   It  is  anticipated  that  it  will  be 
published  in  the  Federal  Register  in  early  June,  applications  will  be  due  in 
early  September,  and  the  announcement  of  awards  will  take  place  in  October. 

Question:  Have  you  gotten  any  preliminary  indication  of  the  numbers  of 
youth  you  will  be  able  to  train  through  this  program?  What  has  the  reaction 
from  the  labor-management  sector  been? 

Answer:   Based  on  discussions  with  labor  organizations,  it  is  anticipated 
that  500  youth  will  be  trained  through  the  Youth  Apprenticeship  Program.   The 
labor -management  sector  is  very  excited  about  this  program.   They  have  met 
with  HUD  staff  indicating  their  support  and  enthusiasm  for  this  initiative  and 
have  invited  HUD  staff  to  speak,  on  working  together  to  provide  ladders  of 
opportunity  to  public  housing  youth,  at  several  of  their  conferences. 

Question:   Projecting  ahead,  are  you  able  to  get  a  sense  early  on  as  to 
where  we  need  to  be  heading  with  respect  to  enhancing  or  revising  this  initial 
effort? 

Answer:   We  feel  this  program  will  be  very  successful  because  it  provides 
the  opportunities,  skills  and  information  needed  to  better  the  lives  of  youth. 
The  Youth  Apprenticeship  Program  will  provide  training,  paid  community  service 
activities  through  Youth  Corps,  supportive  services,  education,  life  and  work 
skills  development,  and  apprenticeships  with  guaranteed  post-training 
employment.   Participants  in  this  program  will  not  have  trouble  finding 
employment  after  being  trained  because  one  component  of  the  Program,  which  the 
labor-management  sector  has  agreed  to,  is  guaranteed  post-training  employment 
for  a  minimum  of  30  months. 

Section  106  of  the  National  and  Community  Service  Trust  Act,  P.L.  103-82, 
establishes  an  Urban  Youth  Corps  within  the  Department  of  Bousing  and  Urban 
Development.   It  authorizes  the  Secretary  to  utilize  the  Urban  Youth  Corps  or 
contracted  corps  to  carry  out  appropriate  activities  involving  public  housing 
projects.   This  program  was  not  included  for  consideration  for  1995  simply 
because  at  the  time  of  budget  development,  we  did  not  have  enough  experience 
to  judge  its  success. 
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Mr.  Stokes  #31 

Reduction  in  CPD  FTE 

Question:   The  justifications  indicate  a  significant  increase  in  workload 
associated  with  the  many  new  programs  and  initiatives  mentioned.   The 
management  of  homeless  programs  will  also  require  significant  staff  resources, 
especially  during  the  transition  from  categorical  funding  under  many  separate 
programs  to  the  new  reorganized  homeless  assistance  program.   The  HOME  and 
Youthbuild  programs  are  expected  to  result  in  a  workload  increase  for  the 
staff.   How  will  the  community  planning  and  development  staff  be  able  to 
handle  all  of  this  workload  with  eight  fewer  FTEs  in  1995? 

Answer:   The  Office  of  community  Planning  and  Development  will  handle  the 
workload  associated  with  any  new  programs  by  re-deploying  staff  from  the 
terminated  programs  and  by  savings  generated  through  reorganizations  in  both 
Headquarters  and  the  Field. 

CPD  will  also  be  able  to  redeploy  existing  staff  to  new  activities 
through  management  improvements  which  will  enable  staff  to  carryout  their 
ongoing  responsibilities  in  a  more  effective  and  efficient  manner. 

Mr.  Stokes  #32 
HOME  Program 

Question:   Section  281  of  the  HOME  authorization  requires  that  each 
participating  jurisdiction  prescribe  procedures  to  establish  and  oversee  a 
minority  outreach  program  within  each  such  jurisdiction.   These  procedures  are 
to  insure  the  inclusion,  to  the  maximum  extent  possible,  of  minorities  and 
women,  and  entities  owned  by  minorities  and  women.   The  first  report  on  the 
monitoring  of  affirmative  marketing  and  outreach  activities  was  anticipated  at 
the  end  of  1993.   What  were  the  results  of  that  report? 

Answer:   Two-hundred-three  (203)  of  446  Participating  Jurisdictions  (PJs) 
identified  outreach  activities  for  minority -owned  (MBE)  and  women-owned  (WBE) 
businesses.   One-hundred-ninety-nine  (199)  of  the  203  reported  that  they  had 
or  were  developing  policies  and  procedures  on  MBE  and  WBE  outreach,  including 
advertising  in  local  newspapers,  minority  newspapers,  radio  and  TV,  trade 
journals,  and  distributing  informational  materials  in  several  languages.   In 
1993,  PJs  reported  that  23  percent  of  the  HOME  contracts  and  26  percent  of  the 
dollars  were  awarded  to  MBEs;  7  percent  of  the  contracts  and  5  percent  of  the 
dollars  were  awarded  to  WBEs.   Further,  PJs  reported  that  24  percent  of  the 
subcontracts  and  18  percent  of  the  dollars  went  to  MBEs,  and  5  percent  of  the 
subcontracts  and  2  percent  of  the  dollars  went  to  WBEs .   These  figures  are 
based  on  the  PJs  for  which  the  Department  had  received  reports  as  of  the  end 
of  December  1993. 

Mr.  Stokes  #32 
HOME  Program 

Question:   Section  281  of  the  HOME  authorization  requires  that  each 
participating  jurisdiction  prescribe  procedures  to  establish  and  oversee  a 
minority  outreach  program  within  each  such  jurisdiction.   These  procedures  are 
to  insure  the  inclusion,  to  the  maximum  extent  possible,  of  minorities  and 
women,  and  entities  owned  by  minorities  and  women.   The  first  report  on  the 
monitoring  of  affirmative  marketing  and  outreach  activities  was  anticipated  at 
the  end  of  1993.   What  were  the  results  of  that  report? 

Answer:   Two-hundred-three  (203)  of  446  Participating  Jurisdictions  (PJs) 
identified  outreach  activities  for  minority-owned  (MBE)  and  women-owned  (WBE) 
businesses.   One-hundred-ninety-nine  (199)  of  the  203  reported  that  they  had 
or  were  developing  policies  and  procedures  on  MBE  and  WBE  outreach,  including 
advertising  in  local  newspapers,  minority  newspapers,  radio  and  TV,  trade 
journals,  and  distributing  informational  materials  in  several  languages.   In 
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1993,  PJs  reported  that  23  percent  of  the  HOME  contracts  and  26  percent  of  the 
dollars  were  awarded  to  MBEs;  7  percent  of  the  contracts  and  5  percent  of  the 
dollars  were  awarded  to  WBEs.   Further,  PJs  reported  that  24  percent  of  the 
subcontracts  and  18  percent  of  the  dollars  went  to  MBEs,  and  5  percent  of  the 
subcontracts  and  2  percent  of  the  dollars  went  to  WBEs.   These  figures  are 
based  on  the  PJs  for  which  the  Department  had  received  reports  as  of  the  end 
of  December  1993. 

Mr.  stokes  #33 

Historically  Black  Colleges  and  Universities 

Question:   The  Department  has  underway  a  number  of  initiatives  involving 
HBCUs  which  are  supportive  of  the  President's  Executive  Order  on  Historically 
Black  Colleges  and  Universities,  (E.O.  12876),  including:   (1)  Community 
Outreach  Partnership  Centers — $7  million;  (2)  Joint  Community  Development 
Special  Purpose  Grants,  Design  and  Implementation  of  Housing  and  Community 
Development  Plans  under  cdbg — $6  million;  and  (3)  the  HBCU  program — 
$13  million.   What  is  the  current  status  of  these  programs,  i.e.,  how  many 
awards  have  been  made  to  date,  to  which  institutions  were  awards  made,  and  how 
many  beneficiaries  have  been  impacted? 

Answer:   The  Community  outreach  Partnership  Centers  (COPC)  Program  and 
the  Joint  Community  Development  Program  were  both  funded  for  the  first  time  in 
fiscal  year  1994.   Neither  program  is  specifically  geared  to  HBCUs  only,  but 
there  are  eligible  recipients  under  both  programs.   The  closing  date  for  the 
first  round  of  the  COPC  competition  was  in  April  1994.   Applications  are  now 
being  reviewed  and  rated.   The  selected  recipients  are  planned  to  be  announced 
in  August  1994.   The  proposed  rule  for  the  Joint  Community  Development  Program 
was  published  in  December  1993  and  a  final  rule  will  be  published  in  June 

1994.  A  Notice  of  Funding  Availability  (NOFA)  will  be  published  during  the 
summer.   The  first  recipients  are  planned  to  be  announced  by  December  1994. 

Under  the  Historically  Black  Colleges  and  Universities  (HBCU)  Program,  18 
awards  have  been  made  to  date.   An  additional  estimated  26  awards  are  to  be 
made  under  a  Notice  of  Funding  Availability  which  closed  on  February  11,  1994. 
The  18  awards  were  made  to  the  following  institutions: 

—  Bowie  State  University; 

—  Clark  Atlanta  University; 

—  Elizabeth  City  State  University; 

—  Johnson  C.  Smith  University; 

—  North  Carolina  A&T  University; 

—  Lincoln  University,  Jefferson  City  (MO); 

—  St.  Philip's  College; 

—  Texas  souther  University,  Houston; 

—  Southern  University,  New  Orleans; 
University  of  Arkansas,  Pine  Bluff; 

—  Southern  University,  Baton  Rouge; 

—  Coppin  State  College; 

—  Jackson  State  University; 

—  Bennett  College; 

—  Central  State  University; 

—  Lincoln  University,  PA; 

—  LeMoyne  Owen  College;  and 

—  Norfolk  state  University; 

The  HBCUs  participating  under  this  program  are  serving  a  large  number  of 
low-  and  moderate-income  residents  in  their  respective  communities.   Since  the 
project  activities  are  being  undertaken  over  a  3-year  period,  the  exact  number 
of  beneficiaries  benefitting  from  the  program  is  not  known,  but  should  be 
included  in  the  final  reports  from  the  HBCUs. 


349 


Question «   What  plans  do  you  have,  Mr.  Secretary,  for  improving  the 
Department's  performance  under  E.O.  12876?   Section  6  of  the  Executive  Order 
specifically  requires  that  "each  Executive  Department  and  designated  agency 
shall  develop  an  annual  plan  for,  and  shall  document  the  agency's  effort  to 
increase  the  ability  of  Historically  Black  colleges  and  Universities  to 
participate  in  Federally-sponsored  programs.   These  plans  shall  describe  the 
measurable  objectives  for  proposed  agency  actions  to  fulfill  this  order  and 
shall  be  submitted  at  such  time  and  in  such  form  as  the  Secretary  shall 
designate." 

Answer:   The  Department  strongly  supports  the  objectives  of  E.O.  12876 
and,  during  the  last  10  years,  has  supported  increases  in  both  the  range  of 
activities  and  amount  of  funds  that  are  made  available  to  HBCUs.   During  the 
last  few  years,  the  HBCU  program  has  been  the  Department's  main  vehicle  for 
providing  support  to  HBCUs.   To  improve  its  effectiveness  and  increase  the 
amount  of  funds  available  to  HBCUs  this  year,  the  Department  is  seeking  to 
form  partnerships  with  the  HBCUs  and  the  private  sector  in  carrying  out  HUD- 
funded  activities,  and  is  studying  the  way  the  program  is  managed  and 
organized  in  the  Department.   In  addition,  the  Department  is  seeking  to  obtain 
greater  HBCU  participation  in  other  Departmental  programs,  including  the 
Community  Outreach  Partnership  (COPC)  program,  the  Community  Development  Work 
Study  Program,  the  Youthbuild  program,  and  the  Notice  of  Request  for 
Consideration  for  Community  Development  corporation  Designation.   While  the 
HBCUs'  rate  of  success  in  obtaining  grants  and  tax  credits  under  these 
programs  won't  be  known  until  awardees  are  announced  later  this  year,  the 
Department  has  been  successful  in  obtaining  HBCU  participation  in  many  of  the 
competitions . 

Mr.  Stokes  #34 

Discrimination  in  Public  Housing 

Question:   For  the  record,  is  it  correct  that  there  iB  a  suit  pending _ 
relative  to  discrimination  suits  and  whether  costs  associated  with  such  suits 
are  eligible  under  operating  expenses?  This  would  be  applicable  to  cases 
involving  eviction  due  to  lease  violation,  for  example,  where  a  judgement 
would  be  in  favor  of  the  Federally  assisted  entity. 

Answer:   Yes,  there  is  such  a  case.   It  is  Arizona  oddfellow  Rebekah 
Housing  vs.  HUD,  and  the  issue  is  whether  a  project  can  use  project  income  to 
pay  attorney  fees  that  have  been  incurred  in  the  fair  housing  arena.   The  case 
does  not  concern  the  use  of  attorney  fees  to  pay  for  evictions.   Generally, 
those  fees  have  always  been  allowed.   One  problem  in  defending  the  case  is 
that  the  fees  were  incurred  in  numerous  actions,  some  of  which  were  frivolous. 
For  that  reason,  we  have  asked  the  court  to  remand  the  matter  back  to  HUD  with 
the  requirement  that  the  owner  provide  a  detailed  cost  breakdown  of  how  the 
attorney  fees  were  incurred. 

Mr.  Stokes  #35 

Departmental  Management 

Question:   The  revised  organization  structure  changes  the  lines  of 
command.   The  new  structure  provides  for  control  by  the  program  assistant 
secretaries  to  the  field  personnel.   The  regional  offices  have  been  eliminated 
and  the  power  of  the  area  office  managers  has  been  reduced.   How  will  the 
program  assistant  secretaries  be  able  to  manage  activities  at  81  field 
offices?   I  recognize  that  not  every  program  will  operate  out  of  each  field 
office,  but  would  seem  that  the  assistant  secretaries  would  have  a  substantial 
"span  of  control"  matter  to  deal  with. 
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Answer:   Each  program  Assistant  Secretary  has  developed  a  mechanism  to 
assure  management  oversight  and  coordination  at  the  field  office  level.   For 
example,  the  Assistant  Secretary  for  Housing-Federal  Bousing  Commissioner  has 
created  five  new  positions  to  serve  as  "field  information  advisors."   These 
positions  will  report  directly  to  the  Assistant  Secretary  providing  constant, 
routine  information  on  field  activities  and  needs . 

Also,  programmatic  delegations  to  the  field  greatly  enhance  the  decision- 
making capability  at  the  field  office  level,  requiring  less  day-to-day 
Headquarters  supervision  and  guidance. 

In  addition,  the  state  coordinators  will  assure  cross-program 
coordination,  acting  as  on-site  team  leader  and  primary  point  of  contact  for 
the  office. 

Question:  How  will  HUD  be  able  to  address  a  localities'  needs — permanent 
housing,  homeless,  community  development,  public  housing,  and  fair  housing — in 
a  comprehensive  way  under  this  new  structure? 

Answer:   The  Department  has  already  directed  our  Secretary's 
Representatives  and  State  and  Area  Coordinators  to  identify  members  for  local 
community  empowerment  teams  to  "facilitate  the  flow  of  information  between  HUD 
and  the  community  that  it  serves."   Field  staff  has  been  informed  that  these 
empowerment  teams  are  to  serve  as  a  "resource  for  the  entire  Department." 
Further,  position  descriptions  for  Secretary's  Representatives,  State/Area 
Coordinators  have  defined  and  outlined  their  respective  responsibilities  in 
assuring  this  comprehensive,  cross-program  coordination  to  address  localities' 
needs . 

Question:   How  will  the  field  supervisors  handle  this  coordination  issue 
when  they  really  don't  have  any  power? 

Answer:   The  State  and  Area  Coordinators  have  been  given  substantial 
power  and  responsibility  to  provide  coordinated  program  delivery.   As  noted 
above,  position  descriptions  have  been  developed  that  give  these  staff 
considerable  authority  and  leadership,  particularly  in  cross-program 
coordination.   They  will  work  closely,  in  partnership  with  community 
empowerment  teams  to  deliver  HUD  programs  in  an  effective  coordinated  effort. 
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Mr.  Mollohan  #1 

Rural  Housing 

Question:   Mr.  Secretary,  we  spoke  at  last  year's  hearing  regarding  the 
special  housing  needs  in  rural  areas.   You  indicated  to  me  that  you  had 
created  a  special  position  at  HUD  to  focus  on  rural  and  other  underserved 
areas  of  the  Nation.   Could  you  please  give  me  a  full  status  report  on  what 
progress  has  been  made  as  a  result  of  this  new  position?  What,  if  any,  real 
results  have  we  achieved? 

Answer:   The  special  needs  related  to  housing  in  rural  America  are  of  a 
deep  concern  to  HUD.   In  July  1993,  I  appointed  Mr.  Gene  Morrison  as  a  Special 
Assistant  for  Rural  Issues.   I  also  appointed  Mr.  Cipriano  Garza  as  Special 
Assistant  for  Migrant  Farmworker  issues.   Mr.  Garza  also  serves  as  the 
coordinator  of  HUD's  Colonias  Assistance  Program  which  seeks  to  focus  on  the 
problems  of  the  colonias  communities  along  the  border  with  Mexico.   Mr.  Garza 
and  Mr.  Morrison  work  in  our  Special  Actions  Office,  a  division  of  my  own 
Office  that  develops  collaborative  efforts  with  non-traditional  partners  to 
bring  resources  together  from  public  and  private  sources . 

Mr.  Garza  and  Mr.  Morrison  have  spent  the  past  year  reaching  out  to  rural 
housing  advocacy  groups  and  other  governmental  entities  to  develop  ways  to 
address  the  special  needs  of  rural  America.   HUD  has  focused  on  these  needs 
such  as  the  lack  of  technical  capacity  of  community  based  groups  and  the  lack 
of  capital  for  the  development  of  affordable  housing.   We  also  have  undertaken 
efforts  to  make  HUD's  existing  programs  more  accessible  to  rural  housing 
providers . 

We  have  worked  as  partners  with  these  community  based  nonprofit  groups, 
national  nonprofit  advocacy  groups,  local,  county  and  State  governments, 
lenders,  and  other  Federal  agencies  to  create  opportunities  for  the 
development  of  affordable,  safe  and  sanitary  housing  in  rural  America. 

HUD  is  presently  in  collaboration  with  several  national  nonprofit 
intermediaries  to  design  a  program  to  assist  expansion  of  the  technical 
capacity  of  smaller  community  based  groups  in  rural  America. 

Mr.  Mollohan  #2 

Rural  Housing 

Question:   Still  on  the  issue  of  rural  housing  ...  I  have  been 
advised  by  officials  at  HUD  that  the  Department  is  working  to  make  the  HOME 
program  .  .  .  and  I  quote  .  .  .  "more  accessible  and  functional  in  rural 
areas . "   Could  you  please  expand  on  this  .  .  .  what  exactly  is  being  done? 

Answer:   A  number  of  changes  to  the  HOME  Program  have  made  it  easier  to 
use  program  dollars  in  rural  areas.   One  of  the  most  significant  changes  is 
allowing  any  participating  jurisdiction  to  do  new  construction  without 
restriction  and  reducing  the  match  requirement  associated  with  that  activity. 
Oftentimes  building  new  housing  is  the  only  option  to  creating  affordable 
housing  in  rural  areas .   Both  of  these  changes  make  it  easier  for  States  to  do 
new  construction  to  meet  rural  housing  needs. 

Significant  changes  have  been  made  in  the  provisions  for  tenant-based 
rental  assistance,  simplifying  the  establishment  of  a  waiting  list  and 
determining  appropriate  rent  levels.   Many  States  have  been  aggressive  in 
running  tenant-based  rental  assistance  programs  as  a  means  to  making  existing 
housing  affordable  to  low-income  rural  tenants . 
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Providing  additional  sources  of  funds  to  cover  administrative  costs,  i.e. 
allowing  project  delivery  costs  to  be  charged  to  the  project  beyond  the 
10  percent  cap  on  general  administrative  costs,  has  allowed  States  to  support 
local  capacity  in  rural  areas. 

In  addition  to  changes  in  the  home  Program  regulations,  the  Department 
has  offered  technical  assistance,  training  and  pass-through  funds  to  nonprofit 
Community  Bousing  Development  Organizations  (CHDOs)  throughout  the  country 
with  special  emphasis  to  CHDOs  in  rural  areas.   The  aim  of  this  assistance  is 
to  increase  the  capacity  of  CHDOs  to  develop  affordable  housing  for  low-  and 
moderate-income  families.   The  assistance  is  authorized  under  Section  233  of 
the  HOME  statute. 

Twenty-eight  intermediary  organizations  were  selected  competitively  in 
1992  to  provide  technical  assistance  to  CHDOs.   Those  selected  to  provide 
assistance  principally  to  rural  areas  are  the  Community  and  shelter  Assistance 
Corporation  (rural  Oregon),  Common  Ground  (rural  Washington),  Douglas -Cherokee 
Economic  Authority  (38  counties  in  Eastern  Tennessee),  Housing  Assistance 
Council  (see  below),  National  Council  on  Agricultural  Life  and  Labor  Research 
Funds,  Inc.  (rural  Delaware),  New  York  State  Rural  Housing  Coalition  (rural 
New  York),  PPEP  Housing  Development  Corporation  (rural  Arizona),  and  Rural 
Community  Assistance  Corporation  (rural  areas  of  Arizona,  California,  Hawaii, 
Idaho,  Nevada,  Oregon,  Utah  and  Washington.) 

The  Housing  Assistance  Council  (HAC),  based  in  Washington,  DC,  was 
awarded  $1,062,000  to  provide  technical  assistance  to  CHDOs  in  the  rural  areas 
of  all  50  States  and  Puerto  Rico  of  which  $707,000  has  been  committed  as  of 
May  1994.   HAC  is  currently  working  with  44  CHDOs  in  19  States  (AL,  AR,  GA, 
IL,  IN,  KY,  ME,  MS,  MT,  NC,  ND,  NH,  NJ,  OK,  PA,  SC,  SD,  TX,  and  VT.)   HAC  has 
distributed  over  $453,000  in  pass -through  funds  to  CHDOs  for  computer 
equipment  and  other  technologies  necessary  for  nonprofit  organizations  to 
effectively  produce  housing.   In  addition,  HAC  has  provided  project  specific 
technical  assistance  to  CHDOs,  valued  at  nearly  $250,000. 

Mr.  Mollohan  #3 

HUD  Priorities 

Question:   When  reading  over  the  six  goals  you  listed  in  your  budget 
justification,  I  was  surprised  to  see  that  the  commitment  to  "turning  public 
housing  around"  ranked  second.   Regrettably,  I  fail  to  see  how  your  budget 
reflects  this  priority. 

I  was  very  disappointed  to  see  the  drastic  cuts  you  proposed  to  public 
housing  programs,  and  am  concerned  with  the  direction  this  appears  to  be 
going.   Could  you  please  respond  to  my  concerns,  and  indicate  whether  this  is 
representative  of  a  trend  at  the  Department  away  from  public  housing? 

Answer:   Turning  public  housing  around  is  a  very  high  priority  for  the 
Department.   We  have  already  taken  a  number  of  actions  to  improve  program 
operations .   We  are  revising  existing  rent  and  preference  rules  to  enable 
public  housing  agencies  to  transform  developments  from  all-poor  to  mixed- 
income  housing.   We  are  taking  firm  action  with  respect  to  the  most  troubled 
housing  authorities,  including  those  serving  Philadelphia  and  the  District  of 
Columbia.   We  are  simplifying  and  streamlining  the  regulations  governing  the 
public  housing  program,  and  are  also  exploring  ways  to  further  deregulate  PHAs 
that  are  found  to  be  high  performers.   We  are  also  revising  PHA  performance 
standards  and  reexamining  the  costs  of  public  housing  management  functions . 

However,  the  budget  constraints  has  forced  HUD  to  make  some  hard  choices. 
We  have  proposed  these  cuts  as  part  of  this  year's  complex  and  difficult 
budget  process,  but  we  have  also  identified  steps  we  could  take  to  change  the 
way  we  do  business  and  meet  needs  less  expensively.   In  many  cases,  the  cuts 
will  be  offset  significantly  by  these  innovations: 
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Public  Housing  Development 

•  HUD  proposes  to  revamp  the  modernization  program  to  allow  these  funds 
to  be  used  for  demolition  and  replacement  housing  in  cases  where  this 
is  most  cost-effective. 

•  HUD  proposes  innovative  financing  provisions  that  will  encourage  PHAs 
to  leverage  a  significant  amount  of  non-Federal  resources  to  provide 
additional  funds  for  construction.   These  provisions  also  will  enhance 
the  income  mix  of  public  housing,  thereby  improving  the  long-term 
viability  of  these  projects. 

Public  Housing  Modernization 

•  The  Department  is  developing  a  legislative  proposal  to  create  a  loan 
program  that  would  enable  PHAs  to  leverage  billions  of  dollars  by 
borrowing  against  future  modernization  funds. 

Public  Housing  Operating  subsidies 

•  HUD's  worker  preference  rule  and  other  initiatives  are  designed  to 
improve  the  income  mix  in  public  housing  by:   1)  attracting  working 
families  to  public  housing;  and  2)  helping  existing  public  housing 
families  seek  and  retain  gainful  employment.   These  provisions  will 
increase  the  financial  and  social  viability  of  these  projects  while 
decreasing  the  need  for  such  high  operating  subsidies. 

Mr.  Mollohan  #4 

Institutionalizing  Homelessness 

Question:   You  are  proposing  to  double  HUD's  funding  for  homeless 
programs  in  this  year's  budget.   While  I  more  than  realize  the  severity  of 
this  problem,  I  would  like  to  know  how  you  justify  such  a  dramatic  increase 
for  temporary  housing  for  the  homeless  at  the  expense  of  other — more 
permanent — housing  programs. 

Answer:   The  1995  Budget  provides  $1,764  billion  for  HUD  homeless 
assistance  programs,  double  the  fiscal  year  1994  appropriation  level.   Direct 
funding  for  the  consolidated/reorganized  programs  will  increase  from 
$823  million  in  1994  to  $1.12  billion  (excluding  $130  million  in  FEMA  funds) 
in  1995.   This  is  a  $297  million  (36  percent)  increase  in  funding.   Included 
in  the  $1,764  billion  is  a  request  for  over  $514  million  for  15,000,  5-year 
certificates  to  help  previously  homeless  families  obtain  permanent  rental 
housing  in  the  private  market.  These  certificates  provide  the  vital  link  in 
the  continuum  of  care  that  helps  homeless  families  make  the  successful 
transition  from  temporary  shelter  to  permanent  housing. 

The  new  continuum  of  care  approach  will  focus  not  just  on  the  emergency 
shelter  and  transitional  housing  but  on  permanent  housing  and  prevention. 
Thus,  the  new  focus  on  a  continuum  of  care  will  result  in  a  balanced 
development  of  appropriate  emergency,  transitional  and  permanent  housing 
resources .   The  reorganization  proposal  permits  an  eventual  transition  away 
from  institutionalizing  homelessness  through  its  inclusion  of  permanent 
housing  as  an  eligible  activity.   The  goal  is  to  put  ourselves  out  of  the 
homeless  business. 

Homelessness  is  the  Department's  number  one  priority.   As  mentioned 
above,  the  increased  Budget  for  homelessness,  includes  permanent  housing 
resources  for  the  homeless.  Another  Departmental  priority  is  turning  around 
public  housing.   The  proposed  Housing  Choice  and  community  Reinvestment  Act 
would  establish  the  foundation  to  transform  the  public  housing  program  by 
replacing  high-rise  buildings  and  overly  concentrated  buildings  with  safe  and 
proud  communities.   The  Department  has  committed  $1  billion  under  the 
ambitious  HOPE  VI  program,  and  the  Act  would  fundamentally  re-vamp  the 
modernization  program  by  enabling  funds  to  be  used  for  demolition  and 
replacement  housing  and,  for  the  first  time,  allow  leveraging  of  billions  of 
other  public  and  private  dollars  with  future  modernization  funds. 
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Mr.  Mollohan  #5 

Housing  Assistance  Council 

Question:   As  you  might  imagine,  I  am  very  supportive  of  the  work  of  the 
Housing  Assistance  Council  —  and  work  closely  with  that  organization.   To 
that  end,  I  was  very  pleased  to  hear  that  you  have  solicited  advice  from  HAC 
with  regard  to  rural  housing  issues.   I  think  they  could  be  a  tremendous 
resource. 

As  you  know,  HAC  was  funded  in  last  year's  appropriations  bill  under  your 
Department  at  a  level  of  $3  million.   I  then  wrote  to  you  asking  that  they  be 
included  in  your  budget  request  for  fiscal  year  1995.   This  would  have  given 
them  some  additionally  stability. 

What  were  your  reasons  for  denying  this  request,  and  would  you  be  willing 
to  consider  including  the  organization  in  future  year  budgets? 

Answer:   The  request  for  including  HAC  in  PD&R's  fiscal  year  1995  Budget 
was  received  several  weeks  after  the  Budget  had  been  submitted  to  the 
Congress.   As  a  consequence  there  was  no  opportunity  to  consider  this  request. 

The  Department's  Office  of  Policy  Development  and  Research  (PD&R)  has  an 
active  interest  in  expanding  its  research  activities  in  rural  housing 
research.   We  have  over  the  last  6  months  conducted  an  on-going  conversation 
with  HAC  on  collaborative  activities  and  expressed  our  interest  in  assisting 
them  in  fully  examining  the  dynamics  of  rural  housing  need.   If  sufficient 
funds  were  made  available,  we  would  welcome  the  opportunity  to  consider  HAC  in 
future  year  PD&R  budgets . 

Of  the  $3  million  in  funds  earmarked  for  HAC  in  the  fiscal  year  1994 
appropriation,  $1  million  was  provided  for  a  one-time  replenishment  of  the 
revolving  loan  fund  administered  by  HAC.   In  the  event  that  Congress  sees  fit 
to  increase  PD&R's  Budget  with  funds  earmarked  for  HAC  usage  for  fiscal  year 
1995  or  after,  the  $1  million  for  loan  fund  replenishment  should  not  be 
included. 

Mr.  Mollohan  #6 

Procurement 

Question:   There  has  been  a  great  deal  of  attention  focused  on  the 
Federal  Government's  $200  billion/year  procurement  system — and  the 
inefficiencies  associated  with  it.   In  this  regard,  I  read  recently  in  the 
Washington  Post  where  all  the  larger  independent  agencies  and  every  Cabinet 
department — except  HUD — signed  a  pledge  to  examine  private  contractor's 
performance  on  previous  federal  contracts  before  awarding  them  another 
contract.   In  short,  a  pledge  to  check  references.   Why  did  HUD  decide  not  to 
participate  in  this  pilot  project? 

Answer:   It  has  been  HUD's  policy  to  use  reference  checks  to  assess  the 
timeliness  and  effectiveness  of  the  contractor's  performance  on  similar 
projects  for  some  time.   When  we  were  initially  approached  by  a  representative 
of  the  Office  of  Federal  Procurement  Policy  (OFPP),  that  office  was  unaware  of 
our  standard  policy  to  check  references.   Moreover,  our  participation  would 
have  taxed  our  already  lean  contracting  resources.   Therefore,  our 
satisfaction  with  our  current  policy  and  procedures,  OFPP's  concurrence  that 
our  existing  procedures  were  good  and  the  fact  that  the  OFPP  had  more  than 
enough  participants  to  assure  a  viable  pilot  program,  were  the  factors  which 
led  to  our  decision  not  to  participate  actively  in  the  pilot.   Nevertheless, 
we  fully  support  the  pilot  and  are  prepared  to  adopt  any  policy  and  procedural 
improvements  which  result  from  it. 


355 


Mr.  Mollohan  #7 

Welfare  Hotels 

Question:   I  recently  heard  of  a  phenomenon  referred  to  as  "welfare 
hotels."   I  understand  that  these  welfare  hotels  are  overseen  by  HUD  and 
receive  checks  from  HHS.   Further,  I  am  advised  that  the  Federal  government 
sometimes  pays  as  much  as  $3,000  a  month  to  house  families  for  months  at  a 
stretch  in  tiny  hotel  rooms  instead  of  spending  the  less  than  $750  a  month  for 
two  bedroom  apartments — available  in  even  the  highest  cost  cities.   In  this 
time  of  budgetary  constraint,  what  do  you  propose  as  a  solution  to  this 
dilemma? 

Answer:   The  use  of  welfare  hotels  is  a  complex  issue  that  the  Department 
is  addressing.   Legislation  was  enacted  in  the  1990  National  Housing 
Affordability  Act  requiring  HUD  to  develop  a  strategy  to  eliminate  the  use  of 
"unfit"  transient  facilities  to  house  families  with  children  (commonly  called 
"welfare  hotels").   Hearings  on  this  issue  were  held  in  November  1993  before 
the  Employment,  Housing  and  Aviation  subcommittee  of  the  Committee  on 
Government  operations.   A  good  background  to  this  issue  is  contained  in 
Assistant  Secretary  Cuomo 's  testimony  for  the  Department  of  Housing  and  Urban 
Development  and  Assistant  Secretary  Mary  Jo  Bane's  testimony  for  the 
Department  of  Health  and  Human  Services  before  the  House  Subcommittee. 
(Copies  of  the  testimony  follow  this  response.) 

There  is  no  doubt  that  the  use  of  welfare  hotels  for  housing  families 
with  children  is  a  complex  matter  and  its  resolution  involves  a  series  of 
factors  including  welfare  reform,  administration  of  the  AFDC  Emergency 
Assistance  (EA) ,  housing  availability  and  economic  realities. 

The  Administration  is  concerned  about  the  continued  use  of  welfare  hotels 
for  families  with  children  and  the  need  to  address  this  issue.   However,  the 
development  and  implementation  of  a  policy  in  this  area  requires  a  very  broad 
and  comprehensive  policy  context.   There  are  three  major  policy  actions  that 
help  frame  this  context:   (1)  the  formulation  of  a  comprehensive  welfare 
reform  proposal;  (2)  proposed  reorganization  of  McKinney  programs  to  empower 
State  and  local  governments  to  implement  a  comprehensive  continuum  of  care  for 
the  homeless;  and  (3)  the  new  Federal  Plan  to  Break  the  Cycle  of  Homelessness, 
that  will  be  released  shortly.   The  third  point,  the  Federal  Plan,  clearly 
states  that  the  ultimate  solution  to  homelessness  is  in  making  our  mainstream 
programs  work.   Further,  we  say  that  there  are  millions  of  people  living  in 
crisis  poverty  in  this  country  under  the  threat  of  possible  homelessness. 
This  is  particularly  relevant  to  the  use  of  transient  facilities.   I  believe 
the  strategy  set  forth  in  the  Federal  Plan  will  get  us  on  the  right  road 
toward  that  goal. 

As  you  know,  we  have  designated  reducing  homelessness  as  HUD's  number  one 
priority.   As  a  result,  we  have  taken  numerous  actions  to  implement  this 
priority.   The  proposed  McKinney  reorganization  legislation  will  enable  cities 
to  implement  a  "continuum  of  care"  approach  and  address  problems  such  as  this 
one.   We  are  also  requesting,  as  part  of  the  President's  proposed  Budget,  a 
doubling  in  funding  for  HUD's  homeless  programs.   This  would  be  a  significant 
step  toward  empowering  communities  to  develop  a  comprehensive  continuum  of 
care  plan  for  addressing  all  homeless  needs,  including  the  elimination  of 
welfare  hotels. 

The  Department  has  had  consultations  with  HHS  officials  and  staff 
concerning  the  use  of  AFDC -Emergency  Assistance  program  to  pay  for  the  use  of 
welfare  hotels.   In  those  discussions,  it  was  clear  that  the  EA  program  is 
being  examined  as  a  part  of  welfare  reform.   The  Department's  limitations  with 
respect  to  the  statutory  requirement  to  eliminate  welfare  hotels  needs  to  be 
underscored  given  that  the  primary  source  of  funding  is  an  HHS  entitlement 
program. 

The  Department  will  continue  to  work  with  the  other  agencies  to  move 
homeless  persons  off  the  streets  and  from  other  unfit  living  situations  into 
permanent  housing. 
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Mr.  Mollohan  #8 

Fraud  and  Abuse 

Question:   Mr.  secretary,  according  to  your  last  Inspector  General's 
report,  more  than  $200  million  was  stolen  from  HUD  programs  during  the  last 
fiscal  year  as  a  result  of  fraud  and  abuse.   In  this  budget  climate,  it  would 
seem  that  eliminating  this  waste  would  be  a  big  priority  of  your  department, 
what  are  your  plans  to  deal  with  this  situation? 

Answer:   You  are  right  in  assuming  that  minimizing  losses  to  the 
Department — losses  to  the  taxpayers — resulting  from  fraud,  waste  and  abuse  is 
a  top  priority.   Incidently,  the  dollar  figure  cited,  rather  than  being  money 
literally  stolen  from  the  Department,  is  an  approximate  dollar  total  of  those 
instances  identified  by  the  Office  of  Inspector  General  (OIG)  during  the 
reporting  period  where  program  funds  have  been  improperly  used  in  any  way  by 
program  recipients  or  subrecipients.   This  includes  program  funds  used  in  good 
faith,  but  which  were  nonetheless  used  for  ineligible  expenditures,  program 
funds  used  wastefully,  as  well  as  losses  due  to  criminal  misuse. 

In  "The  Transformation  of  HUD"  (a  report  to  the  Senate  Appropriations 
Subcommittee  on  VA,  HUD  and  Independent  Agencies,  May  1994)  the  six  priorities 
of  HUD's  mission  are  clearly  articulated.   The  sixth  is  "bringing  excellence 
to  management."   This  and  the  other  priorities  will  guide  every  decision  of 
the  Department,  including  rule  making,  budget  and  legislative  decisions  and 
resource  allocation.   An  inherent  part  of  excellent  management  is  effective 
oversight  of  public  funds. 

The  Department's  commitment  to  this  oversight  and  to  minimizing  fraud, 
waste  and  abuse  in  program  operations  is  reflected  in  two  significant  ways. 
First,  there  is  a  continued  focus  by  HUD's  management  team  and  the  Inspector 
General  on  a  limited  number  of  management  problems  (the  Top  Ten)  which  are  so 
serious  they  would  expose  the  Department  to  substantial  financial  loss  if  left 
unresolved.   A  number  of  these  problems  are  systemic  in  nature  and  directly 
affect  the  Department's  capacity  to  effectively  monitor  and  oversee  the 
expenditure  of  its  program  funds.   Second,  the  OIG  continues  to  pursue  a 
balanced  program  of  audits  and  investigations  covering  the  entire  range  of  the 
Departments'  operations.   These  two  complementary  efforts,  described  briefly 
below,  represent  an  effective  and  thoughtful  use  of  the  Department's  limited 
resources  to  ensure  that  losses  from  either  fraud,  waste,  or  abuse  are 
minimized. 

Sustained  management  focus 

The  OIG  first  identified  HUD's  Top  Ten  management  problems  in  its  March 
1992  semiannual  report.   Since  that  lime,  HUD's  senior  management  has  focused 
sustained  attention  on  resolving  these  problems .   The  commitment  to  resolving 
these  issues  has  been  renewed  by  the  new  management  team,  which  is  working 
cooperatively  with  the  OIG  to  address  the  following  problems. 

Three  systemic  problems  affect  all  Departmental  operations  and  directly 
affect  its  ability  to  effectively  monitor  the  use  of  program  funds: 
(1)  unreliable  and  uncoordinated  automated  systems;  (2)  insufficient  and 
poorly  allocated  staff;  and  (3)  ineffective  management  control 
environment . 


Seven  continuing  problems  affect  the  operations  of  specific  program 
areas:   (1)  misuse  and  diversion  of  assets  and  income  from  multifamily 
housing  projects;  (2)  inadequate  oversight  of  HUD's  multi-billion  dollar 
property  management  and  disposition  activities;  (3)  ensuring  the 
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expenditure  of  Community  Development  Block  Grant  funds  on  eligible 
activities  which  benefit  low-  and-moderate  income  persons; 

(4)  significant  problems  in  the  management  and  operation  of  many  public 
housing  agencies;  (5)  the  need  to  improve  contract  monitoring  by  the 
Government  National  Mortgage  Association  (GNMA);  (6)  poor  accounting  and 
budgeting  in  the  Section  8  program;  and  (7)  ensuring  that  new  programs 
are  implemented  in  an  efficient  and  effective  manner. 

The  semiannual  Inspector  General's  Report  for  the  period  ending  March  31, 
1994,  (which  was  delivered  to  congress  on  June  6),  provides  detailed 
information  on  progress  made  by  management  on  these  critical  problems.   The 
report  also  contains  an  assessment  by  the  Inspector  General  of  what  further 
actions  are  needed. 

Audits  and  investigations 

While  significant  attention  remains  focused  on  the  Top  Ten  management 
issues,  the  OIG  has  continued  an  aggressive  program  of  audits  and 
investigations  which  ensures  balanced  coverage  of  HUD  programs  and  operations . 
During  this  reporting  period,  the  Office  of  Audit  issued  10  reports  on  HUD 
programs  and  operations  and  75  reports  on  grantees  and  program  participants. 
Cash  recoveries  amounted  to  $15.6  million,  with  another  $46.3  million  in 
commitments  to  recover  funds.   The  office  of  Investigation's  efforts  have 
resulted  in  246  persons  indicted,  222  convicted  and  cash  recoveries  of 
$7.9  million.   Specific  examples  of  important  audit  and  investigation 
activities  are  described  in  more  detail  in  the  current  semiannual  report. 

The  important  efforts  described  above  reflect  the  serious  and  continuing 
commitment  on  the  part  of  the  department's  management  to  minimizing  the  misuse 
of  program  funds . 

Mr.  Mollohan  #9 

HOME  Program 

Question:   There  is  a  vast  difference  between  urban  and  rural  Community 
Housing  Development  Organizations  (CHDOs).   A  high  proportion  of  rural  CHDOs 
are  newly  created,  or  are  new  to  the  housing  business.   They  cannot  become 
self-supporting,  effective  housing  producers  within  the  3-year  time  period 
established  for  training,  technical  assistance,  and  pass-through 
administrative  funding  under  the  HOME  Program. 

Do  you  think  there  is  a  case  to  be  made  for  extending  this  period  to 
5-years  for  rural  organizations  bo  that  they  can  catch  up  to  the  more 
established  urban  groups? 

Answer:   There  is  no  time  limit  to  the  technical  assistance  provided  to 
CHDOs  under  the  HOME  technical  assistance  program.   Each  CHDO  may  receive 
assistance  from  intermediaries  for  whatever  term  is  appropriate  to 
sufficiently  upgrade  the  CHDOs'  capacity  to  develop  affordable  housing.   The 
Department's  existing  contracts  with  the  nonprofit  intermediary  organizations, 
however,  are  for  a  term  of  3-years,  but  this  was  to  provide  the  Department  an 
opportunity  to  review  the  accomplishments  of  each  intermediary  in  an  open 
competition  before  refunding  them  and/or  contracting  with  a  new  intermediary 
to  deliver  assistance  in  that  area,   it  does  not  represent  an  effort  to  limit 
the  technical  assistance  to  any  group,  urban  or  rural,  or  to  any  specific  time 
frame. 

Mr.  Mollohan  #10 
Allocations  of  HOME  Funds  by  State 
Question!   You  have  requested  a  decrease  in  funding  for  the  HOME  program.   Will  you  please 
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provide  a  breakdown  of  allocations  under  this  program — by  State — should  this  decrease  be  enacted? 
Please  also  provide  the  allocations  under  last  year's  funding  level  for  comparison. 

Answer i  The  following  table  shows  HOME  Investment  Partnership  Program  allocations  of  the 
1993,  1994,  and  1995  appropriations  by  State.  The  1995  amounts  represent  preliminary  estimates 
which  are  subject  to  change. 


STATE  AMD  TERRITORY 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Haine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

Nest  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Subtotal 

Undistributed i 

Indian  Tribes 

Insular  Areas 

Technical  Assistance 

Subtotal 

Disaster  Assistance  Supplemental. . 
TOTAL 


ACTUAL 
1993 


$15 

628 

3 

567 

10 

053 

8 

618 

123 

421 

9 

932 

11 

974 

4 

352 

4 

745 

39 

195 

22 

734 

6 

186 

3 

353 

51 

028 

16 

030 

7 

734 

6 

653 

14 

463 

19 

218 

3 

918 

16 

282 

27 

811 

31 

689 

11 

432 

10 

372 

16 

378 

3 

335 

4 

905 

5 

222 

3 

499 

34 

936 

4 

705 

129 

931 

20 

692 

3 

335 

40 

183 

10 

051 

9 

919 

45 

308 

4 

868 

11 

069 

3 

335 

17 

624 

55 

192 

5 

729 

3 

335 

IB 

758 

14 

981 

7 

191 

14 

378 

3 

335 

15 

418 

986 

000 

10 

000 

2 

000 

12 

000 

232 

500 

ACTUAL 
1994 

(Dollars  in  Thousands) 


$17 

844 

3 

836 

15 

111 

10 

202 

160 

535 

13 

S24 

12 

894 

4 

377 

4 

768 

50 

529 

26 

911 

7 

271 

3 

736 

57 

644 

21 

429 

11 

775 

9 

397 

18 

556 

23 

850 

4 

630 

18 

448 

31 

799 

44 

394 

15 

460 

12 

076 

21 

705 

3 

596 

6 

386 

6 

611 

3 

514 

32 

326 

6 

523 

133 

528 

25 

046 

3 

367 

55 

113 

13 

361 

13 

330 

55 

007 

5 

596 

12 

901 

3 

431 

21 

370 

78 

985 

7 

016 

3 

500 

23 

161 

21 

727 

9 

019 

21 

907 

3 

500 

20 

178 

1,212 

700 

1,232,500 


12,750 

2,550 

47,000 

62,300 

105.000  a/ 
1,380,000  ~ 


ESTIMATB 
1995 


$13,206 

3,675 

11,953 

7,210 

127,509 

10,201 

9,686 

4,114 

3,588 

39,658 

20,253 

6,476 

3,395 

44,991 

15,986 

8,551 

6,979 

13,336 

17,873 

3,411 

14,480 

24,705 

33,331 

11,961 

8,753 

16,326 

3,500 

5,066 

5,962 

3,419 

25,411 

4,781 

105,750 

18,337 

3,500 

41,862 

9,731 

10,217 

42,308 

4,762 

9,331 

3,500 

15,717 

60,730 

5,907 

3,500 

17,417 

16,836 

6,338 

16,583 

3,500 

15,358 

941,000 


10,000 
2,000 

47,000 
59,000 


1,000,000 


a/   Includes  $30  million  made  available  for  the  Southern  California  earthquake  in  April  1994 
from  amounts  appropriated  to  the  President  for  "Unanticipated  Needs  in  Public 
Law  103-211. 
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Mr.  Mollohan  #11 

Public  Bousing 

Question:   A  letter  Z  received  from  one  of  my  constituents  calls  your 
proposal  to  further  reduce  the  Performance  Funding  System  "both  pound  and 
penny  foolish."   The  letter  goes  on  to  say,  "Among  other  things,  a  reduction 
in  PFS  will  result  in  deferred  maintenance,  curtail  resident  support,  programs, 
and  force  drastic  cutbacks  in  other  essential  services.   In  some  cases,  phas 
would  be  forced  to  deplete  badly-needed  reserves,  possibly  leading  them  into 
the  so-called  "troubled"  category.   In  the  final  analysis,  true  operating 
costs  would  be  driven  upward  due  to  the  Federal  government's  neglect." 

I  would  appreciate  your  responding  to  my  constituent's  concerns.   Won't 
further  cuts  to  the  PFS  in  fiscal  year  1995  lead  to  increased  costs  for  the 
PHAs — and  the  Federal  Government — in  the  out  years? 

Answer:   We  would  share  your  constituent's  concerns  on  any  negative 
impact  of  funding  PBA  operating  subsidies  at  less  than  100  percent  of 
eligibility,  as  determined  by  the  regulatory  formula,  the  Performance  Funding 
System.   It  does  not,  necessarily  follow,  however,  that  such  cuts  would 
translate  into  PHA  decisions  to  defer  maintenance,  thus  creating  a  future 
demand  for  funds .   As  part  of  the  Reinvention  of  HUD  Process  and  a  review  of 
the  Financial  Management  handbook  and  regulatory  burden,  we  are  making  changes 
in  the  budgeting  process  which  would  reduce  PBA  administrative  burdens  and 
thus  free  up  resources  which  should  serve  to  ameliorate  the  impact  of  a 
proration  of  operating  subsidy.   The  addition,  the  Administration's  1995 
Budget  contains  several  cost-saving  proposals  such  as  using  a  "rolling  base" 
system  for  determining  utilities  costs,  limiting  subsidies  for  excess 
vacancies  and  IRS  matching  of  reported  income. 

Mr.  Mollohan  #12 

Section  202 

Question:   I  received  a  disturbing  letter  from  the  President  of  the  West 
Virginia  AFX-CIO  regarding  the  Section  202  program.   He  expressed  his  concern 
that  this  program  is  not  adequately  serving  our  Nation's  rural  population.   He 
indicated  while  the  metropolitan  areas  of  west  Virginia  have  received  adequate 
funding  under  this  program,  the  rural  areas  have  been  overlooked.   I  would 
like  to  quote  his  letter,  "The  continued  allocations  to  metropolitan  areas  of 
West  Virginia  have  nearly  saturated  the  market  over  the  years .   There  are  only 
a  few  communities  in  designated  metropolitan  areas  that  do  not  have  housing 
for  the  elderly.   This  justifies  an  appropriate  allocation  for  the 
metropolitan  areas;  however,  it  does  not  justify  the  total  elimination  of 
funding  for  rural  communities.   "I  urge  you  to  continue  your  support  for 
funding  of  the  Section  202  program,  but  just  as  important,  to  re-evaluate 
HUD's  allocation  policies  for  rural  areas,  especially  in  west  Virginia.   "I 
would  appreciate  your  response  to  my  constituent's  letter,  and  your  providing 
me  with  a  breakdown  of  allocations  made  under  this  program. 

Answer:   As  required  by  regulations,  fiscal  year  1994  Section  202 
allocations  were  based  upon  Census  data  on  the  number  of  very  low-income 
elderly  renter  households  which  have  housing  deficiencies.   Application  of 
this  formula  sometimes  results  in  non  metropolitan  areas  receiving  allocations 
that  are  too  small  to  support  a  project.   In  the  fiscal  year  1994  allocations, 
this  occurred  in  nine  Field  offices,  including  the  Charleston,  West  Virginia, 
Office.   When  the  allocations  were  announced,  concerns  such  as  yours,  were 
raised  and  we  determined  that  the  situation  warranted  a  change.   So  we  took 
the  unusual  step  of  amending  our  202  Elderly  NOFA  to  permit  applications  to  be 
accepted  from  nonmetropolitan  areas,  even  if  the  NOFA  contained  no  allocation 
for  that  area. 

Under  the  amended  NOFA,  the  West  Virginia  office  could  fund  a  non- 
metropolitan  project  if  approvable  metropolitan  applications  do  not  consume 
the  entire  43  units  allocated  in  the  fiscal  year  1994  NOFA.   An  approvable 
non-metro  West  Virginia  application  could  also  be  funded  out  of  allocations 
that  other  Field  Offices  don't  use  and  return  to  Headquarters.  The 
Headquarters  national  pool  of  funds  will  be  awarded  based  on  points  assigned 
to  each  application,  without  regard  to  metro/non-metro  status.   Section  202 
allocations  to  metropolitan  and  non-metropolitain  areas  is  attached. 
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Ms.  Kaptur  #1 

Operating  Subsidy 

Question:   As  you  know,  the  PHA  in  my  District  worked  very  bard  to  remove 
itself  from  hud's  troubled  list  and  now  because  of  those  efforts,  is  one  of 
the  better  run  in  the  United  States — even  receiving  a  grade  of  B+  according  to 
HUD's  grading  system  for  PHAs .   The  type  of  improvements  that  removed  our  PHA 
from  the  troubled  list,  better  maintenance,  increased  security,  and  the  hiring 
and  development  of  capable  staff,  are  the  types  of  activities  that  will  suffer 
with  the  decrease  in  operating  subsidy  funding.   Why  is  HUD  requesting  this 
kind  of  cut  and  how  will  PHAs  replace  these  funds  and  maintain  their  current 
levels  of  service? 

Answer:  The  Administration's  1995  Budget  assumes  that  the  estimated 
savings  would  be  realized  and  that  current  levels  of  service  would  not  be 
imposed. 

Ms.  Kaptur  #2 

Lead-Based  Paint  Abatement 

Question:   with  the  $400  million  cut  in  modernization  funding,  how  will 
PHAs  continue  their  efforts  to  comply  with  statutory  mandates  to  complete 
testing  of  800,000  pre-1978  units  for  lead-based  paint  by  December  1994?   If 
PHAs  must  use  Mod  funds  to  abate  the  hazards  that  threaten  young  residents, 
revealed  by  the  testing,  and  in  order  to  avoid  litigation,  and  also  make  their 
apartments  handicapped  accessible,  are  they  going  to  be  able  to  do  this  if 
their  Mod  funds  are  cut? 

Answer :   The  Department  has  proposed  a  budget  amendment  which  provides  an 
additional  $100  million  to  the  fiscal  year  1995  request.   A  total  of 
$2.9  billion  is  requested  for  the  Modernization  program  in  fiscal  year  1995. 
The  Department  believes  that  this  funding  level  will  be  sufficient  for  housing 
authorities  to  continue  their  lead-based  paint  abatement  progress. 

Ms.  Kaptur  #3 

Child  Care/Early  Child  Demonstration  Funds 

Question:   According  to  the  PHA  in  my  District,  they  must  pin  their  hopes 
of  attracting  child/care  early  childhood  learning  funds  on  the  local  Head 
Start  agency,  which  as  you  know  has  come  under  close  scrutiny  because  of  many 
difficulties  and  has  not  been  successful  in  securing  HUD  child  care  funds. 
Are  PHAs  eligible  to  directly  apply  for  child  care  funds  and  if  not,  why  not? 

Answer:   No.   PHAs  are  not  eligible  to  apply  for  child  care  funds  under 
this  demonstration  program.   The  law  excludes  PHAs/IHAs  because  they  are 
considered  units  of  local  government  and  only  private  nonprofit  organizations 
are  eligible  for  assistance.   The  exceptions  are  PHAs  that  have  formed 
separate  private  nonprofit  corporations  to  carry  out  Head  Start  program 
activities. 

Question:   Would  it  be  wise  to  set  up  a  system  that  would  allow  PHAs  to 
apply  if  they  were  located  in  communities  where  an  appropriate  and  eligible 
agency  with  the  ability  to  secure  funding  could  not  be  identified? 

Answer:   The  Department  believes  the  law  should  be  amended  to  allow 
PHAs/IHAs  to  apply  if  they  can  demonstrate  the  capacity  to  carry  out  the 
program.   The  funds  would  allow  PHAs/IHAs  to  directly  help  public  housing 
residents  find  employment  through  links  from  the  child  care  services  to  other 
Federal  programs  such  as  the  Department  of  Health  and  Human  Services'  (HHS) 
Job  Opportunities  and  Basic  Skills  (JOBS)  and  Section  3  training  programs. 
Section  3  of  the  Housing  and  Urban  Development  Act  of  1968  requires  HUD  to 
provide  opportunities  for  job  training  and  employment  to  lower  income 
residents. 
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Ms.  Kaptur  #4 

Operating  Subsidy 

Question:   Does  HUD  plan  to  continue  PFS  funding  for  dwelling  units 
during  modernization? 

Answer:   The  Department  plans  to  develop  a  new  approach  to  the  payment  of 
operating  subsidies  for  vacant  units.   The  rulemaking  process  will  be  in 
accordance  with  Section  114(b)  of  the  Bousing  and  Community  Development  Act  of 
1992,  that  directs  the  Department  to  use  negotiated  rulemaking  in  writing  the 
text  of  this  rule.   This  will  be  the  first  time  that  the  Department  has  used 
this  process.   It  is  expected  to  result  in  a  rule  that  reflects  a  consensus  on 
the  part  of  all  parties  that  may  be  affected  by  changes  to  the  current  system 
and  a  rule  that  is  easier  to  implement.   We  will  not  be  able  to  determine 
whether  or  not  we  will  fund  units  being  modernized  until  the  rule  is 
finalized. 

Ms.  Kaptur  #5 

Mixed  Occupancy 

Question:   I  understand  that  HUD  is  proposing  increased  funding  for 
disabled  persons  housing.   Do  you  think  this  will  ease  the  problems  created  by 
mixing  young  disabled  populations  with  elderly  populations  and  if  so  to  what 
extent?  Will  this  solve  the  problem  completely  or  are  there  other  HUD  plans 
to  assure  that  the  conflicting  needs  of  mixed  populations  do  not  result  in 
improper  living  arrangements? 

Answer:   The  increased  funding  for  housing  for  disabled  persons  is  a 
critical  step  in  addressing  a  serious  housing  need  for  special  populations. 
The  interim  rule  we  recently  published  on  preferences  for  elderly  persons  in 
Section  8  projects  and  recent  and  planned  clarifications  to  handbook  guidance 
for  other  projects,  including  Section  202  projects,  will  ease  problems  and 
confusion  about  these  issues.   Providing  service  coordinators  also  can 
ameliorate  problems  as  they  occur. 

Question:   How  can  elderly-only  buildings  be  made  more  secure? 

Answer:   Security  concerns  are  critical  for  both  elderly  and  family 
projects.   To  improve  security  at  elderly  projects,  we  have  authorized 
projects  to  use  residual  receipts  to  fund  security  and  crime-prevention 
initiatives.   We  also  permit  the  cost  of  these  initiatives  to  be  recognized 
when  HUD  approves  project  rents.   These  costs  may  be  included  in  the  operating 
budget  when  projects  use  a  budget-based  approach  to  rent  increases.   Special 
additional  adjustments  may  be  used  on  projects  that  use  the  Annual  Adjustment 
Factor . 

Question:   How  can  the  process  of  building  them  be  more  streamlined  and 
practicable? 

Answer:   The  HUD-industry  Section  202  Working  Group  is  currently  studying 
ways  of  reducing  development  time  and  procedural  burdens.   Recommendations  for 
program  changes  will  be  submitted  to  the  Secretary  by  September  30,  1994.   The 
Department  will  gladly  provide  a  copy  of  these  recommendations  to  your  office 
when  they  become  available. 

Ms .  Kaptur  #6 

HOPE  and  HOME  Program  Reductions 

Question:   Can  you  explain  the  reasoning  behind  cuts  in  the  HOPE  and  HOME 
programs  of  $9  and  $275  million  respectively? 
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Answer:   In  order  to  live  within  the  fiscal  restraints  and  still  propose 
new  initiatives  to  fill  gaps  in  the  delivery  of  HUD's  programs,  we  were 
required  as  a  last  resort  to  make  limited  cuts  in  some  existing  programs  where 
they  will  cause  the  least  disruption. 

In  the  case  of  HOPE,  the  reduction  is  small,  and  in  fact  budget  authority 
for  HOPE  2  and  HOPE  3  will  increase.   We  do  not  believe  that  HOPE  1  has  shown 
the  potential  to  serve  as  an  effective  tool  for  homeownership,  and  we  do  not 
propose  any  new  funding  for  it  at  this  time. 

With  respect  to  HOME,  the  Administration  has  submitted  a  budget  amendment 
increasing  the  appropriation  request  by  $100  million  to  $1.1  billion.   Thus, 
the  reduction  from  1994  is  $175  million.   The  Department  has  made  important 
administrative  reforms  in  the  program  designed  to  make  it  more  user-friendly 
and  speed  the  allocation  of  funds  to  participating  jurisdictions.   In 
addition,  Congress  recently  approved  a  legislative  change  in  the  program  that 
establishes  a  25  percent  matching  requirement  for  all  HOME-related  activities. 
This  will  help  simplify  the  program,  and  make  it  a  more  flexible  tool  for 
meeting  the  specific  housing  needs  of  local  governments. 

HUD's  legislative  package  also  proposes  to  create  a  loan  guarantee  under 
the  HOME  program,  similar  to  the  Section  108  Loan  Guarantee  program,  that  will 
provide  participating  jurisdictions  with  an  efficient  source  of  financing  for 
large-scale  development  and  to  implement  neighborhood  wide  housing  strategies. 

Question:   What  programs  is  HUD  proposing  to  pick  up  the  slack  created  by 
this  cut? 

Answer:   The  Department  is  proposing  several  significant  new  initiatives 
in  1995  intended  to  increase  housing  opportunities.   These  include:   a  new  FHA 
insurance  program  to  increase  availability  of  FHA  insurance  for  single-family 
homes  in  urban  revitalization  areas;  $100  million  for  the  National 
Homeownership  Trust  to  assist  low-  and  moderate-income  first-time  homebuyers ; 
$50  million  for  the  Housing  Counseling  program  to  help  families  prepare  for 
homeownership;  allowing  the  use  of  Section  8  assistance  for  homeownership; 
and  $514  million  for  the  Pension  Fund  Initiative  to  support  5,000  project- 
based  rental  certificates  which  will  leverage  $1-2  billion  to  finance 
affordable  rental  housing. 

Ms.  Kaptur  #7 

Transfer  of  FEMA  Emergency  Food  and  Shelter  Program  to  HUD 

Question:   How  would  you  explain  to  groups  in  my  district  who  are 
satisfied  with  FEMA'S  administration  of  emergency  shelter  and  food  programs 
currently  under  their  jurisdiction  and  who  are  leery  of  some  of  HUD's  failures 
to  administer  their  own  programs — that  it  is  now  necessary  to  consolidate  all 
the  emergency  shelter  and  food  programs  within  HUD? 

Answer:   The  Administration's  1995  Budget  proposes  to  transfer  the 
administration  of  the  Emergency  Food  and  shelter  program  from  FEMA  to  HUD. 

The  Department  shares  with  nonprofit  groups  a  high  regard  for  the 
existing  operation  of  the  program  and  the  excellent  work  being  done  by 
recipients  of  FEMA  assistance. 

HUD  intends  that  the  essential  relationships  between  the  Federal 
Government  and  the  Emergency  Food  and  Shelter  National  Board  will  remain 
strong  and  that  HUD  is  committed  to  making  the  transition  a  smooth  and 
effective  one. 
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Ma.  Kaptur  #8 

Economic  Development 

Question:  Please  update  me  on  any  thoughts  at  BUD  given  to  efforts  to 
convert  empty  units  into  small  training  "factories"  where  products  which  the 
U.S.  Government  needs  to  buy  could  be  produced  by  unemployed  residents.  The 
General  Services  Administration  buys  everything  from  clothing,  draperies, 
flags,  and  tents  to  insect  traps,  jewelry,  paper,  and  sun  glasses,  all  of 
which  could  be  produced  or  assembled  at  least  in  part  in  a  public  housing 
factory?  Has  any  more  thought  been  given  to  this  idea? 

Answer:   In  addition  to  the  thoughts  of  converting  empty  units  to  small 
training  factories,  we  are  also  considering  the  idea  of  using  them  to 
establish  business  incubators.  These  units  would  be  used  as  economic 
development  incubators  for  multiple  smaller  businesses,  many  of  which  could  be 
owned  or  managed  by  residents  of  public  housing.   In  cases  where  sufficient 
land  space  is  adjacent  or  near  the  select  units,  the  ground  could  be  used  to 
set  up  an  industrial  park  where  small-  to  mid-sized  businesses  could  be 
located.   With  very  low  overhead  in  these  situations,  all  jobs  generated  and 
taxes  paid  would  be  "NET"  income  to  the  community.  This  idea  is  still  at  the 
discussion  stage.   HUD  has  not  given  any  official  guidance  on  it  thus  far. 

Ms.  Kaptur  #9 

Economic  Development 

Question:   Please  update  me  on  any  efforts  at  HUD  to  provide  access  to 
financial  resources  by  organizing  credit  unions  in  public  housing  projects. 

Answer:  As  a  result  of  working  with  HUD,  on  May  12,  1994,  the  National 
Credit  Union  Administration  (NCUA),  awarded  a  charter  Membership  to  the 
Housing  Authority  of  the  City  of  Binghamton,  New  York. 

Question:  Do  you  have  any  suggestions  on  how  this  could  work? 

Answer:  HUD  will  be  working  with  the  Binghamton  Bousing  Authority  (BHA) 
to  develop  detailed  documentation  of  the  process  that  was  used  to  gain  their 
Charter  Membership.   This  documentation  will  not  only  include  BHA's  successes, 
but  also  the  obstacles  that  were  confronted  by  the  housing  authority  and  its 
residents. 

Ms.  Kaptur  #10 

Women  in  Homebuilding 

Question:   Women  in  Homebuilding  is  a  program  much  like  Youthbuild,  a 
program  which  I  have  noted  you  support  and  which  you  are  proposing  for  an 
increase  in  funding.  Just  as  Youthbuild  trains  youth,  Women  in  Youthbuilding 
trains  women  to  rehabilitate  and  build  housing  in  their  own  neighborhoods. 
Could  you  please  update  me  on  the  status  on  this  program?  What  level  of 
funding  are  your  proposing  the  program  receive? 

Answer:  The  "Women  in  Homebuilding"  provisions  of  the  HOME  program 
regulations  are  being  implemented  by  HUD  for  the  first  time  in  the  Technical 
Assistance  Notice  of  Funding  Availability  (NOFA)  being  published  by  the 
Department  within  the  next  30  days.  The  NOFA  specifically  allows  eligible 
applicants  to  apply  for  pass-through  funds  to  facilitate  the  entry  of  women 
into  homebuilding  professions.  It  also  includes  special  provisions  in  the 
selection  process  to  ensure  the  provision  of  TA  services  to  women  in  the 
homebuilding  professions.  The  amount  of  TA  funds  that  will  be  awarded  will 
depend  on  the  number  of  fundable  applications  that  are  received. 


368 


Ms.  Kaptur  #11 

Family  Self-sufficiency  (FSS) 

Question:   Self-sufficiency  for  residents  of  Federally  subsidized  housing 
has  been  a  strong  theme  at  HUD.   The  Family  Self-sufficiency  program  is  HUD's 
main  tool  for  providing  job  and  educational  opportunities  to  public  housing 
and  Section  8  residents  by  funding  coordinators  to  link  them  to  existing 
support  services,   what  level  of  funding  does  the  fiscal  year  1995  budget 
propose  for  the  programs  contained  in  the  Family  Self-sufficiency  program  and 
under  what  accounts? 

Answer:   The  Department  is  committed  to  economic  lift,  to  support 
families,  and  to  individual  rights  and  responsibility.   Family  Self- 
sufficiency  (FSS)  is  a  program  that  helps  achieve  these  objectives  and  move 
families  from  welfare  dependency  to  independence. 

The  Department  requested  and  received  an  appropriation  (within  the  Annual 
Contributions  for  Assisted  Bousing  account)  of  $8.4  million  to  fund  FSS 
service  coordinators  during  fiscal  year  1994.   The  Department's  Budget 
includes  a  request  for  an  additional  $17.3  million  in  the  Annual  account  to 
fund  FSS  service  coordinators  in  fiscal  year  1995. 

In  addition,  $26.3  million  was  included  within  the  Payments  for  Operation 
of  Low-Income  Housing  Projects  account  for  1994  and  $38.7  million  is  included 
in  this  account  for  1995. 

Ms.  Kaptur  #12 

CDBG  Formula 

Question:   Could  you  please  provide  me  a  detailed  description  of  how  the 
CDBG  formula  operates  and  explain  how  two  cities  as  close  in  population  as 
Toledo  and  Cincinnati  could  receive  vastly  disparate  levels  of  funding? 
(Almost  two  to  one  in  favor  of  Cincinnati.)   What  factors  explain  this 
difference  and  how  could  Toledo  apply  for  and  receive  a  more  equitable  share 
of  CDBG  funding? 

Answer:   A  city  receives  CDBG  funds  based  on  a  dual  formula  system 
required  by  the  Housing  and  Community  Development  Act  of  1974,  as  amended. 
The  first  formula  is  computed  with  population,  poverty,  and  overcrowded 
housing,  weighted  .25,  .50  and  .25,  respectively.   The  second  formula  is 
computed  with  pre-1940  housing,  poverty  and  population  growth  lag,  weighted 
.50,  .30  and  .20,  respectively.   A  community's  grant  amount  is  derived  from 
whichever  formula  gives  the  higher  amount. 

Both  Toledo  and  Cincinnati  received  a  fiscal  year  1994  allocation  under 
the  second  formula  designed  to  assist  older  declining  communities.   Population 
growth  lag  is  the  shortfall  in  population  a  city  experiences  as  compared  to 
the  population  it  would  have  had  with  average  population  growth  between  1960 
and  the  latest  population  data  available  (1990  census).   The  1990  population 
is  364,040  for  Cincinnati  and  332,943  for  Toledo.   The  data  for  Cincinnati  is 
higher  than  Toledo  for  all  formula  variables  in  the  second  formula. 
Cincinnati  has  about  one-third  more  poverty  and  pre-1940  housing  than  Toledo, 
and  about  three  times  as  much  growth  lag  as  Toledo.   This  big  difference  in 
growth  lag  is  because  Cincinnati  had  a  1960  population  of  502,550,  while 
Toledo  was  340,452  in  1960. 

Toledo's  per  capita  grant  for  fiscal  year  1994  is  $29.33,  while  the  per 
capita  for  all  entitled  communities  is  $19.82.   The  CDBG  formula  is  statutory 
and  HUD  has  no  discretion  in  the  allocation  of  funds.   There  may  be  some  other 
formula  variables  that  would  produce  a  larger  share  of  the  funds  for  Toledo. 
As  you  know,  the  formula  ia  under  review  and  a  report  will  be  submitted  to  the 
Congress. 
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Mr.  Torres  #1 

youthbuild 

Question:   My  first  question  relates  to  HUD 'a  first  notice  of  funding 
availability  for  the  Youthbuild  program  that  was  issued  in  September  1993. 
Could  you  tell  us  what  kind  of  response  the  agency  received  to  this  first 
funding  announcement?   In  particular,  how  many  planning  and  implementation 
grant  proposals  did  HUD  receive? 

Answer:   Five  hundred  and  eleven  planning  grant  applications  and 
298  implementation  grant  applications  were  received  for  this  first 
competition. 

Question:   How  many  States  or  jurisdictions  were  represented  among  these 
applicants? 

Answer:   Applications  were  received  from  organizations  located  in 
49  States,  the  District  of  Columbia,  Puerto  Rico  and  two  Territories. 

Question:   It  is  my  understanding  that  over  800  applications  were  filed 
with  HUD.   Generally  speaking,  how  would  you  characterize  most  of  these 
proposals?  were  they  of  high  caliber,  well  thought  out,  etc.? 

Answer:   The  majority  of  applications  represented  good  proposals,  which 
were  well  thought  out  and  met  the  requirements  of  the  program. 

Question:  Given  that  there  is  only  $40  million  from  fiscal  year  1993 
available  in  this  first  round  of  funding,  how  many  of  these  proposals  will 
actually  be  awarded  assistance? 

Answer:   Of  the  $40  million  available  from  fiscal  year  1993  funds, 
5  percent,  or  $2  million,  has  been  set  aside  for  technical  assistance,  as 
mandated  by  the  statute.   Of  the  $38  million  available  for  grants,  it  is 
estimated  that  approximately  90  planning  grants  and  30  implementation  grants 
will  be  funded. 

Mr.  Torres  #2 

Youthbuild 

Question:   My  second  question  involves  the  funds  that  this  Subcommittee 
has  already  provided  for  this  program.   In  addition  to  the  $40  million 
mentioned  earlier,  which  we  appropriated  in  fiscal  year  1993,  we  provided 
$28  million  in  fiscal  year  1994.   Could  you  tell  me  the  status  of  this 
funding?   Has  this  funding  been  made  available  to  potential  applicants  under  a 
NOFA  (Notice  of  Availability)  similar  to  the  one  issued  for  the  $40  million 
appropriated  in  fiscal  year  1993? 

Answer:   HUD  is  planning  to  issue  a  NOFA  for  the  fiscal  year  1994  funding 
in  the  late  summer  or  early  fall.  We  will  also  explore  the  possibility  of 
having  the  next  NOFA  cover  both  the  fiscal  year  1994  funds  with  any  funding 
made  available  for  fiscal  year  1995  so  that  the  large  demand  for  program  funds 
could  be  met  sooner  and  the  lag  that  has  occurred  between  the  appropriation 
year  and  the  award  year  could  be  eliminated. 

Question:   It  is  my  understanding  that  the  $28  million  provided  in  fiscal 
year  1994  has  not  been  obligated  yet.   Do  you  believe  that  this  might 
influence  (or  potentially  reduce)  the  size  of  the  fiscal  year  1995 
appropriation? 
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Answer:   The  Department  strongly  recommends  that  the  proposed  amount  for 
fiscal  year  1995  be  appropriated  to  meet  the  demand  for  this  worthwhile 
program.   Our  proposal  to  combine  the  fiscal  years  1994  and  1995  funding 
competitions  will  speed  up  the  obligation  of  the  program  funds  and  help  to 
address  the  large  number  of  excellent  applications  which  the  Department  will 
not  be  able  to  fund  during  the  current  competition. 

Question:   We  may  have  a  program  for  which  there  is  tremendous  demand  and 
great  need,  yet  there  appears  to  be  some  difficulty  in  actually  implementing 
the  program  or  spending  the  money.   Since  the  agency  will  not  be  able  to  fund 
all  the  worthy  proposals  out  of  the  $40  million  contained  in  the  first  funding 
notice,  why  not  simply  expand  the  NOFA  to  include  the  $28  million  from  fiscal 
year  1994  as  well? 

Answer:   This  is  a  good  suggestion  which  HUD  has  been  examining.   The 
Department  would  support  a  legislative  amendment  calling  for  the  fiscal  year 
1994  funds  to  be  used  for  the  applications  already  received  in  response  to  the 
fiscal  year  1993  NOFA.   However,  in  the  absence  of  such  an  amendment,  HUD 
could  only  add  the  fiscal  year  1994  funds  to  the  current  competition  through 
an  amendment  to  the  NOFA  allowing  an  additional  application  period  for  the 
increased  funding.   Because  this  approach  would  significantly  delay  the  awards 
under  the  current  competition  and  because  many  of  the  current  applicants  need 
immediate  decisions,  HUD  is  pursuing  the  alternative  described  above  of 
combining  the  fiscal  years  1994  and  1995  funds  under  one  NOFA. 

Mr.  Torres  #4 
Institutionalizing  Homelessness 

Question:   Why  double  the  amount  of  money  for  homeless  assistance?   It 
would  seem  to  make  more  sense  to  invest  in  permanent  affordable  housing, 
rather  than  institutionalizing  homelessness  as  a  program. 

Answer:   The  1995  Budget  provides  $1,764  billion  for  HUD  homeless 
assistance  programs,  double  the  fiscal  year  1994  appropriation  level.   Direct 
funding  for  the  consolidated/reorganized  programs  will  increase  from 
$822.7  million  in  1994  to  $1.12  billion  (excluding  $130  million  in  FEMA  funds) 
in  1995.   This  is  a  $297  million  (36  percent)  increase  in  funding,   included 
in  the  $1,764  billion  is  a  request  for  over  $514  million  for  15,000  5-year 
certificates  to  help  previously  homeless  families  obtain  permanent  rental 
housing  in  the  private  market.   These  certificates  provide  the  vital  link  in 
the  continuum  of  care  that  helps  homeless  families  make  the  successful 
transition  from  temporary  shelter  to  permanent  housing. 

The  "new  continuum  of  care"  approach  will  focus  not  just  on  the  emergency 
shelter  and  transitional  housing  but  on  permanent  housing  and  prevention. 
Thus,  the  new  focus  on  a  continuum  of  care  will  result  in  a  balanced 
development  of  appropriate  emergency,  transitional  and  permanent  housing 
resources.   The  reorganization  proposal  permits  an  eventual  transition  away 
from  institutionalizing  homelessness  through  its  inclusion  of  permanent 
housing  as  an  eligible  activity.   The  goal  is  to  put  ourselves  out  of  the 
homeless  business. 

Mr.  Torres  #5 

Needs  for  HHS  Homeless  Program  Reorganization 

Question:   While  your  Department  proposes  to  "block  grant"  McKinney 
homeless  monies,  much  of  the  need  of  homeless  persons  is  for  services.   I 
don't  see  a  block  grant  proposal  for  those  services  in  the  Health  and  Human 
Services  budget.   Why  not?  What  conversation  and  coordination  have  you  had 
with  Secretary  Shalala  about  this  issue? 
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Answer:   The  McKinney  reorganization  proposal  is  different  from  a  block 
grant  proposal  because  it  will  involve  more  than  transferring  funds  by  a 
formula  to  communities.   States  and  localities  will  have  to  carefully  assess 
the  existing  relationships  between  emergency,  transitional  and  permanent 
housing  and  the  unique  needs  of  the  local  homeless  populations.   This 
comprehensive  assessment  of  resources  and  needs  will  involve  a  community 
planning  board  representing  the  interests  of  homeless  persons,  service 
providers  and  government.   This  system  will  insure  that  the  important  service 
needs  of  many  homeless  persons  will  be  addressed.   HUD  would  be  required  to 
approve  a  continuum  of  care  plan  as  prerequisite  to  receipt  of  funds. 

The  Department  consulted  extensively  with  the  HHS  in  developing  the  new 
Federal  Plan  to  Break  the  Cycle  of  Homelessness.  that  was  just  released.   HUD 
and  HHS  continue  to  consult  and  collaborate  on  a  number  of  joint  initiatives. 
These  range  from  joint  funding  of  technical  assistance  for  special  homeless 
populations  to  conducting  joint  reviews  of  applications  for  each  agency's 
programs . 

Mr.  Torres  #6 

Effect  of  Lift  Amendment  on  Section  8  Units 

Question:   I  understand  the  Department  will  be  submitting  a  budget 
amendment  to  change  the  proposed  $200  million  earmark  for  the  newly  proposed 
LIFT  program  from  the  CDBG  account  to  take  it  from  the  Assisted  Housing 
account.   Won't  this  have  the  effect  of  reducing  the  number  of  Section  8  units 
which  this  Subcommittee  can  provide  in  the  next  fiscal  year? 

Answer:   The  President  did  submit  a  budget  amendment  on  Hay  16,  1994, 
changing  the  funding  request  of  $200  million  for  the  proposed  Neighborhood 
LIFT  program  from  the  CDBG  account  to  the  Annual  Contributions  for  Assisted 
Housing  account.   The  original  Budget  had  included  the  $200  million  request 
for  LIFT  within  a  total  request  of  $4.4  billion  for  CDBG.   Under  the  budget 
amendment,  the  proposed  CDBG  appropriation  is  still  $4.4  billion  which  is  the 
same  level  enacted  for  CDBG  in  the  regular  1994  Appropriations  Act.   Thus,  the 
amended  budget  has  the  effect  of  maintaining  a  consistent  funding  level  for 
CDBG  which  is  strongly  favored  by  State  and  local  governmental  officials. 
However,  another  probable  effect  of  shifting  funding  for  LIFT  to  the  Annual 
Contributions  account,  would  be  to  reduce  the  number  of  Section  8  incremental 
units  which  can  be  supported  in  1995.   Establishing  a  new  set-aside  within 
Annual  Contributions  of  $200  million  for  LIFT  could  potentially  reduce  the 
number  of  Section  8  assisted  unite  by  up  to  5,800. 

Mr.  Torres  #7 

Modernization  Amendment  Request 

Question:   I  understand  the  Department  has  another  budget  amendment  in 
the  works  to  increase  the  amount  of  Modernization  of  Public  Housing 
($2.7  billion  proposed  compared  to  $3.2  billion  in  current  fiscal  year).   What 
is  the  purpose  of  that  increase? 

Answer:   The  Department  will  request  an  additional  $100  million  for 
Modernization  to  cover  the  revised  estimates  of  program  needs  for  fiscal  year 
1995.   This  will  result  in  a  total  request  of  $2.9  billion  for  the 
Modernization  program  in  fiscal  year  1995.   This  $100  million  increase  is 
being  offset  by  a  proposed  reduction  of  the  same  amount  from  the  Pension  Fund 
Partnership  program. 
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Mr.  Torres  #8 

Assisted  Housing  set-Asides 

Question:   Provide  for  the  record  the  Department's  proposed  earmarks  of 
the  Assisted  Housing  account  for  current  as  well  as  proposed  programs.   How 
many  net  new  Section  8  units  will  be  funded  under  the  Department's  proposal 
that  are  not  set-aside  for  special  needs  groups  (e.g.,  homeless,  pension  fund 
investment,  foster  care)? 

Answer:   The  Department's  proposals  for  Assisted  Housing  are  presented  in 
the  table  attached.   It  includes  all  special  purpose  set-asides— including 
funding  requested  for  new  proposals  as  Empowerment  Zones /Enterprise 
Communities,  Colonias,  Homeless  Assistance,  Pension  Fund,  etc.   The  table  also 
reflects  budget  amendments  submitted  to  the  Congress  on  May  16,  1994. 

The  table  below  breaks  out  the  50,540  incremental  units  representing 
housing  not  targeted  to  "special"  recipient  groups  such  as  the  homeless, 
pension  fund  partnerships  and  persons  with  AIDS. 

Number 
Incremental  of  Units 

Public  Housing  Development 1,754 

Indian  Housing  Development 2,715 

Supportive  Housing  for  the  Elderly 1,156 

Supportive  Housing  for  the  Disabled 2.915 

Subtotal 8,540 

Incremental  Section  8  Rental  Assistance..  69,028 
Less  Targeted  Set -As ides: 

Pension  Fund (4,028) 

Homeless  Assistance (15,000) 

Units  for  the  Disabled (5,000) 

Metro  Area-Wide  Program (3.000) 

Net  Incremental  Section  6 42,000 

Total  Incremental  (Net) 50,540 

Mr.  Torres  #9 

Funding  Case  Managers  in  Public  and  Elderly  Housing 

Question:   It  appears  that  more  and  more  of  the  Department's  budget  is 
being  devoted  to  services  rather  than  housing.  We  are  funding  case  managers 
in  public  and  elderly  housing  (known  as  "Service  Coordinators");  crime 
prevention  in  public  housing  (a  policing  function);  fair  housing  enforcement 
and  counseling  to  help  inner  city  public  housing  residents  move  to  the 
suburbs;  capacity  building  of  neighborhood  nonprofits  and  public  housing 
resident  organizations;  job  training  of  public  housing  residents;  and  a 
continuum  of  care  involving  homeless  services.   It  seems  that  many  of  these 
activities  are  properly  the  mission  and  responsibility  of  the  Departments  of 
Health  and  Human  Services;  Labor  and  Justice. 

At  the  same  time,  1.8  million  families  and  seniors  are  on  waiting  lists 
nationwide  for  public  housing  and  Section  8  rental  assistance.   Yet  the 
Department's  proposed  budget  would  only  be  able  to  house  fewer  than  85,000  of 
them. 

Shouldn't  the  Department  get  back  in  the  business  of  adding  to  the 
supply  of  affordable  low  income  rental  housing  as  one  of  its  principal 
missions? 
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Answer:   Historically,  HUD's  mission  was  defined  in  the  way  you  suggest. 
HUD  paid  for  the  bricks  and  mortar  that  went  into  housing,  and  any  necessary 
services  had  to  be  acquired  through  other  sources.   Currently,  we  continue  to 
focus  on  increasing  the  supply  of  affordable  housing  through  such  programs  as 
Section  8,  HOME,  and  HOPE  VI.   Experience  in  operating  our  housing  programs 
showed  us  that  the  acquisition  of  necessary  services  proved  a  severe,  and 
sometimes  insurmountable,  problem.   Programs  of  other  agencies  did  not  pay 
particular  attention  to  the  needy  residents  of  public  and  assisted  housing; 
frequently  they  ignored  them. 

I  think  we  can  agree  that  the  bricks  and  mortar  alone  cannot  provide  the 
supportive  environment  needed  by  very  low-income  families,  many  of  whom  suffer 
from  a  variety  of  social  problems.   I  think  that  we  can  also  agree  that  the 
presence  of  high  concentrations  of  families  with  these  problems  sometimes 
results  in  crime  and  vandalism.   Therefore,  the  Department  has  been  put  in  the 
position  of  having  to  provide  services,  not  just  to  assure  the  quality  of  life 
of  our  residents,  but  also  to  protect  our  investment  and  the  continued 
habitability  of  the  existing  housing  stock.   I  think  it  is  important  to  note 
that  we  have  tried  to  focus  our  service  programs  on  providing  opportunities 
for  residents  to  control  their  own  destinies  by  involving  them  in  decisions  on 
how  the  funds  will  be  spent,  providing  them  the  training  and  employment 
opportunities  that  result  from  expenditure  of  the  housing  and  community 
development  funds,  and  providing  services  that  have  self-sufficiency  as  their 
end  goal. 
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Mr.  McDade  #1 


Multifamily  Low-Income  Bousing 
Section  8 


Queationt   Last  year,  the  Administration  proposed  freezing  the  annual 
Adjustment  Factor  for  Section  8  project  based  assistance  maintaining  that 
owners  of  federally  assisted  properties  were  receiving  rents  that  were  in 
excess  of  comparable  in  their  particular  market,  what  would  be  the  projected 
budgetary  saving  from  this  action  and  what  is  the  Department  doing  to  ensure 
that  rents  comparability  and  reasonableness  studies  are  being  adequately 
performed? 

Answer i   The  current  savings  for  freezing  the  Annual  Adjustment  Factor 
where  contract  rents  were  above  the  existing  Section  8  FHRs  is  projected  to  be 
$110  million. 

At  the  present,  BUD  is  not  conducting  comparability  studies  on  Section  8 
multifamily  projects  because  Section  801  of  the  BUD  Reform  Act  provides  that 
BUD  can  perform  comparability  studies  only  after  the  Department  has  gone 
through  a  formal  rule  making  process  on  comparability.  He  have  published  a 
proposed  rule,  obtained  public  comments  and  are  now  working  on  a  final 
regulation  on  rent  comparability.   We  expect  to  publish  the  regulation  by  the 
end  of  fiscal  year  1994. 

Mr.  McDade  #2 

Contract  Renewals — Term  of  Contracts 

Question i   This  year's  proposed  appropriations  language  does  not  contain 
a  mandatory  length  of  time  for  which  Section  6  contracts  must  be  renewed. 
BUD's  fiscal  year  1995  budget  justification  suggests  that  if  appropriated 
funds  are  insufficient  then  it  will  renew  contracts  for  terms  of  less  than 
5  years.   Bas  the  Department  computed  the  implications  on  future  year  budget 
outlays  and  authorities  of  providing  renewals  for  less  than  5  years? 

Answer:   The  term  of  the  renewal  contracts  would  have  no  affect  on 
outlays.   Bowever,  budget  authority  requirements  would  be  affected,  depending 
on  the  term.   The  shorter  the  term,  the  sooner  the  contracts  will  require  re- 
renewal  (e.g.,  if  fiscal  year  1995  contract  terms  were  4  years,  the  contracts 
would  need  re-renewal  in  1999;  if  they  were  3-year  terms,  they  would  require 
re-renewal  in  1998),  thus  increasing  the  budget  authority  requirements  for 
year  of  re-renewal,   in  addition,  shorter  term  would  increase  the 
administrative  burden. 

Questions   Bow  are  the  discretionary  outlay  caps  and  the  budget 
authority  caps  affecting  renewal  decisions  under  the  section  8  program? 

Answer:   It  is  the  Administration's  policy  to  renew  all  expiring 
Section  8  contracts.   Consequently,  the  estimated  need  for  renewals  has  been 
fully  requested.   As  a  result,  the  caps  impact  has  been  on  other  BUD  programs. 
They  are  reduced  or  less  funding  is  requested  to  ensure  that  sufficient  funds 
are  available  for  contract  renewals. 


Mr.  McDade  #3 


Multifamily  Low-Income  Bousing 
Section  8 


Question:  A  September  1993  report,  prepared  for  the  Office  of  Policy 
Development  and  Research,  on  the  current  status  of  BUD-Insured  (or  Held) 
inventory  of  multifamily  rental  housing  (approximately  13,000  properties) 
stated  that  more  than  one-fifth  of  these  properties  had  serious  backlogs  of 
unmet  needs  ranging  from  $2,500  to  over  $7,500  per  unit.  According  to  the 


375 


report,  the  3,100  properties  in  the  worst  financial/physical  condition  had  a 
combined  unfunded  backlog  of  physical  needs  of  $900  million.   In  addition,  the 
report  states  that  another  1,800  properties  in  somewhat  better  financial/ 
physical  condition  also  had  a  backlog  of  about  $300  million.  Taken  together, 
these  properties  have  reported  unmet  needs  of  $1.2  billion. 

Please  estimate  for  the  committee  how  many  of  these  properties  the 
Department  expects  to  be  able  to  assist  with  the  funding  requested  in  the  1995 
budget  under  the  section  8  Loan  Management  Set-Aside  and  Flexible  subsidy 
Programs? 

To  the  extent  this  funding  is  insufficient  to  maintain  the  properties  in 
the  insurance-in-force  portfolio,  how  many  of  these  properties  does  the 
Department  envision  moving  into  the  HUD-Beld  inventory? 

To  the  extent  that  the  properties  move  into  the  HUD-Held  inventory,  does 
the  Department  have  the  discretion  to  use  mandatory  expenditures  from  the 
General  Insurance  Fund  to  satisfy  unmet  needs  and,  if  so,  do  you  plan  to  use 
the  fund  in  this  way?  Also,  have  you  done  an  assessment  of  the  extent  to 
which  the  availability  of  Flexible  Subsidy  funds  can  be  expected  to  reduce 
future  multifamily  claims  on  the  FHA  insurance  fund? 

Answer:   Most  fiscal  year  1995  funding  for  both  LMSA  and  Flexible  Subsidy 
will  be  awarded  based  upon  the  Comprehensive  Needs  Assessments  (CNAs)  project 
owners  submit.   Some  of  the  properties  identified  in  the  study  will  likely  be 
funded  among  the  projects  submitting  CNAs.   Fiscal  year  1995  funding  will  be 
used  to  meet  needs  identified  in  fiscal  year  1994  and  fiscal  year  1995  CNA 
surveys.   The  $103  million  expected  to  be  available  for  non-preservation 
Flexible  Subsidy  should  assist  about  110  projects  and  the  $150  million 
available  for  Section  8  Loan  Management  Set-Aside  should  assist  5,814  units. 
Since  the  number  of  units  awarded  to  each  project  will  vary  by  the  conditions 
and  needs  identified  in  the  CNAs  and  those  CNAs  are  not  yet  available,  we 
cannot  compute  the  number  of  projects  associated  with  the  5,814  units. 

While  the  CNAs  may  show  that  properties'  needs  exceed  available  funding, 
the  Department  does  not  expect  to  have  to  pay  claims  due  to  insufficient 
funding.   The  Department  will  carefully  target  LMSA  and  Flexible  subsidy  to 
avoid  claims.   Projects  with  insured  mortgages  receive  priority  for  LMSA  or 
Flexible  Subsidy  and  part  of  the  LMSA  and  Flexible  Subsidy  funding  will  be 
held  back  and  used  to  fund  emergency  needs  that  arise  at  insured  projects  not 
involved  in  the  fiscal  years  1994-1995  CNA  process.   Also,  we  will 
aggressively  use  other  tools  (such  as  partial  payments  of  claims,  workouts, 
and  refinancings)  to  meet  needs  of  insured  projects  and  prevent  assignments. 
Under  the  proposed  Budget,  in  some  cases  where  despite  substantial  assistance, 
projects  continue  to  be  physically  and  financially  distresed  and  are  not 
providing  decent  and  safe  housing,  the  Department  may  not  renew  LMSA  contracts 
on  units  when  there  is  a  change  of  tenants,  and  instead  move  projects  into  the 
HUD-held  inventory.   After  tenants  choose  to  move,  selectivity  would  also  be 
exercised  in  the  renewal  of  LMSA  contracts  in  projects  which  no  longer  require 
them  to  avoid  default,  so  that  scarce  resources  can  be  redeployed  to  projects 
that  are  at  greater  risk  of  assignment  and  are  more  likely  to  benefit  from 
remedial  LMSA  assistance. 

Only  when  HUD  is  Mortgagee-In-Possession  (MIP)  may  FHA  may  use  the 
General  Insurance  Fund  to  meet  emergency  needs  of  projects  with  HUD-held 
mortgages,   since  HUD  assumes  MIP  status  only  rarely,  and  only  on  the  most 
severely  troubled  projects,  there  is  no  broad  plan  to  use  the  Insurance  Fund 
to  satisfy  unmet  project  needs.  Although  the  assessments  performed  do  not 
directly  measure  the  impact  of  Flexible  Subsidy  funding  on  FHA  claims,  by 
carefully  targeting  both  LMSA  and  Flexible  Subsidy  and  using  the  other  tools 
noted  above,  we  believe  we  can  avoid  many  assignment  claims. 
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Mr.  McDade  #4 

Multif amily  Low  Income  Bousing  Section  8 

Question!   Project  Based  Section  8  assistance  cost  the  Federal  Government 
several  billion  dollars  annually.   Yet  recent  news  accounts  have  depicted 
abuses  in  the  condition  and  cost  of  this  housing  in  the  District  of  Columbia. 
What  are  the  legal  obligations  of  owners,  management  agents,  lenders  and  BUD 
to  maintain  project-based  Section  8  properties  in  decent  and  safe  conditions? 

Answer:   when  BUD  provides  project-based  Section  8,  owners  and  management 
agents  are  required  by  law  to  maintain  the  property  and  meet  the  Bousing 
Quality  Standards  (BQS)  for  each  Section  8  unit.   Both  the  lender  and  BUD 
monitor  the  physical  condition  of  the  property  through  annual  physical 
inspections.   If  an  owner  is  found  to  be  in  violation  of  the  BQS,  the  owner 
must  give  BUD  a  plan  for  correcting  the  deficiencies. 

Question >  Moreover,  what  recourse  does  BUD  have  against  these  parties  for 
failure  to  comply  with  any  of  these  legal  obligations? 

Answer:  Enforcement  actions  available  to  BUD  vary  depending  upon  the 
program  under  which  a  project  was  developed,  the  program  under  which  the  project 
is  assisted  and  the  insurance  and  payment  status  of  the  project's  mortgage. 
These  actions  include: 

denying  rent  increases; 

delaying  or  abating  subsidy  payments  or  paying  subsidy  payments 
directly  to  the  mortgagee  or  other  entity  supplying  goods  or  services 
to  the  project) 

imposing  Civil  Money  Penalties  or  Double  Damages  for  violations  of  BUD 
regulatory  agreements; 

reducing  or  denying  distributions  otherwise  due  project  owners; 

restricting  an  owner/agent/mortgagee's  future  participation  in  BUD 
programs ; 

fining  persons  who  give  BUD  false  statements  as  to  project  conditions 
or  compliance  with  their  inspection/other  responsibilities; 

requiring  an  owner  to  hire  a  new  management  agent; 

declaring  a  default  under  the  mortgage;  and 

seeking  Mortgagee-in-Possession  status  or  appointment  of  a  receiver. 

Mr.  McDade  #5 

Multifamily  Low  Income  Bousing 
Section  8 

Question:  Are  there  any  legislative  impediments,  including  the  absence  of 
appropriated  legislative  authority,  which  restricts  BUD  from  correcting  known 
abuses  in  project-based  Section  8  assistance? 

Answer:  While  BUD  could  reduce  some  impediments  to  effective  enforcement 
through  administrative  actions  (training  staff,  expanded  automation,  stronger  and 
more  clear  contract  language,  better  management  of  existing  resources), 
Congressional  action  is  needed  to  eliminate  other  obstacles.  BUD  is  considering 
pursuing  legislation  to  do  the  following: 
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—  modify  current  recapture  rules  to  permit  HUD  to  reuse  budget 
authority  when  BUD  terminates  a  Section  8  contract  for  violations  of 
HUD  requirements.   If  the  authority  could  be  used  to  fund  another 
project-based  contract  or  be  converted  to  a  tenant-based  subsidy  such 
as  vouchers,  HUD  could  take  enforcement  actions  without  reducing  the 
supply  of  housing  and  decent,  safe  and  sanitary  housing  could  be 
available  to  tenants; 

—  make  Civil  Money  Penalties  applicable  under  a  broader  range  of 
program  participants; 

—  provide  funds  to  permit  all  projects,  both  elderly  and  family,  to 
hire  service  coordinators.   Doing  so  could  reduce  physical  and 
financial  problems  by  permitting  other  site  staff  to  concentrate  on 
front-line  property  management  and  addressing  residents'  needs  so 
that  vacancies,  turnover  and  unit  damage  are  reduced;  and 

—  require  mortgagees  to  accept  partial  payments  of  claims  when  insured 
mortgages  default. 

Mr.  McDade  #6 

Information  Systems 

Question:   Please  provide  an  assessment /status  of  the  Department's 
progress  in  upgrading  its  data  support  systems  for  its  portfolio  of  assisted 
multifamily  housing,  as  well  as  its  progress  in  improving  its  data-base  on  all 
contracts  under  the  section  8  program.   In  this  regard,  are  the  funds 
requested  in  the  1995  budget  adequate  to  support  upgrading  all  critical 
information  systems? 

Answers   The  Department  has  made  substantial  progress  in  information 
systems  development  to  capture  information  regarding  its  assisted  housing 
projects  and  to  improve  its  database  on  all  contracts  under  the  section  8 
program.   The  primary  systems  which  collect  information  regarding  assisted 
housing  projects  are  the  control  File  Subsystem  (CFS)  and  the  Multifamily 
National  System  (MNS).   CFS  maintains  data  on  each  assisted  housing  project 
and  subsidy  contract.  A  quality  assurance  program  is  in  place  to  ensure  that 
CFS  contract  information  is  complete  and  accurate.  All  CFS  information  is 
currently  available  to  field  staff  through  the  use  of  local  area  networks. 
CFS  was  used  in  the  preparation  of  the  fiscal  year  1995  Budget  for  Public  and 
Indian  Housing  and  Housing  for  Section  8. 

For  insured  projects,  Housing  maintains  consolidated  project  information 
in  MMS.   At  a  field  level,  individual  project  information  is  captured  in  the 
Field  Office  MNS  system  (FOMNS).   The  FOMNS  data  is  then  compiled  to  create 
the  MNS  database.  At  a  consolidated  level,  Bousing  has  the  capacity  to 
evaluate  insured  project  portfolio  risks  and  to  establish  an  estimate  of 
losses  for  financial  statement  purposes.   Current  year  development  initiatives 
include  individual  project  risk  analysis  based  on  selected  financial  and 
operational  criteria,   it  is  anticipated  that  information  will  be  available 
for  field  staff  to  target  higher  risk  projects  for  increased  monitoring. 

The  Department  believes  that  the  funds  requested  in  the  1995  Budget  for 
systems  development  are  adequate  to  support  the  planned  fiscal  year  1995 
activities  for  upgrading  all  critical  information  systems. 

Mr.  McDade  #7 

Refinancing  235  Mortgages 

Questions   The  Department  has  reportedly  not  actively  pursued 
refinancing  Section  235  mortgages  because  these  mortgages  are  scattered  across 
the  nation  and  the  administrative  costs  associated  with  private  refinancing 
would  be  excessive.   Has  the  Department  considered  hiring  a  national  mortgage 
banker  to  centrally  refinance  the  approximately  35,000  mortgages?  Aside  from 
the  benefits  to  the  individual  homeowners,  what  would  be  the  potential 
budgetary  savings  to  the  Federal  Government? 
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Answer t   In  order  to  reduce  the  high  interest  rates  associated  with 
Section  235  mortgages  and  save  a  portion  of  the  Federal  subsidy,  the 
Department  of  Housing  and  Urban  Development  Reform  Act  of  1989  authorized  HUD 
to  insure  new  mortgages  under  Section  235 (r)  of  the  National  Housing  Act  for 
the  purpose  of  refinancing  existing  235  mortgages.   Presently  there  are  over 
30,000  Section  235  mortgages  with  interest  rates  at  10  percent  or  above, 
insured  for  over  $1  billion.   It  is  estimated  that  the  program  costs  the 
Department  approximately  $90  million  a  year  in  assistance  payments  with  each 
Section  235  borrower  receiving  on  average  $2,500  a  year.   By  refinancing 
existing  235  mortgages,  depending  upon  the  interest  rates  in  the  market  place 
at  the  time  of  refinancing,  the  Department  can  possibly  reduce,  by  up  to  one- 
third  the  subsidy  received  per  borrower,  which  translates  into  savings  close 
to  $30  million  a  year. 

Since  no  funds  were  appropriated  by  the  Congress  to  permit  HUD  to  make 
the  payments  necessary  to  induce  mortgagors  to  refinance  and  to  pay  the 
refinancing  costs  on  behalf  of  the  mortgagors,  the  Department  implemented  the 
legislation  by  establishing  a  process  where  the  lending  institution  advanced 
the  funds  to  make  the  payments  and  recouped  their  out-of-pocket  expenses  over 
several  years  in  slightly  higher  interest  rate  payments.   Unfortunately,  not  a 
single  lender  would  originate  under  the  process.   The  Department  amended  that 
process  to  permit  the  lender  to  advance  the  funds  for  the  payment  of  the 
mortgagor  incentive  and  closing  costs  and  recoup  them  by  charging  a  premium 
interest  rate.   However,  lenders  are  still  not  interested  in  originating 
Section  235 (r)  refinancing  mortgages  because  of  the  risks  associated  with  the 
process. 

The  idea  of  a  contractor  was  considered  and  it  was  concluded  that  such 
an  approach  was  not  feasible.   This  decision  was  based  on  the  extreme 
reluctance  of  mortgagees  to  participate  in  the  program  as  basically 
structured,  since  they  would  have  to  assume  the  risks  associated  with  the 
origination  costs  and  mortgagor  incentive  payments .   Conversations  with 
industry  representatives  lead  the  Department  to  conclude  that,  in  all 
likelihood,  the  time,  money,  and  effort  to  implement  a  contractor  process 
would  not  result  in  any  substantial  number  of  235  loans  being  refinanced.   A 
decision  was  reached  that  the  most  appropriate  process  was  for  the  Department 
to  make  a  direct  payment  to  the  lender  to  reimburse  it  for  the  origination 
costs  and  mortgagor  incentive  payment. 

The  1995  Budget  proposes  an  appropriation  of  $6.8  million,  together  with 
reuse  of  $50  million  of  recaptured  budget  authority  in  1995,  to  cover  closing 
costs,  including  discount  points,  mortgagor  incentives,  and  origination  fees. 
The  Budget  anticipates  a  total  recapture  of  $234  million  of  budget  authority 
in  1995  covering  19,950  units.   A  total  of  $184  million  is  proposed  for 
rescission. 

Mr.  McDade  #8 

Congregate  Services  Program 

Question:   The  Congregate  Services  Program  was  authorized  by  the  Housing 
and  Community  Development  Act  Amendments  of  1978.   The  program  was  intended 
tot   (1)  help  individuals  maintain  semi-independent  living,  (2)  avoid  costly, 
premature  or  unnecessary  institutionalization,  and  (3)  reduce  government 
outlays  for  institutional  care.   The  demonstration  is  being  conducted  in 
56  projects  with  1,740  units. 

What  has  been  the  results  of  the  program  to  date  including  whether 
measurable  savings  have  resulted? 
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Answer:   In  1986,  the  Hebrew  Rehabilitation  Center  for  the  Aged  completed 
an  evaluation  of  the  Congregate  Housing  Services  Program  (CHSP)  authorized  by 
the  Housing  and  Community  Development  Act  Amendments  of  1978.   The  evaluation 
assessed  performance  and  implementation.   In  general,  the  evaluators  concluded 
that  implementation  was  successful.   The  program  served  the  vulnerable 
elderly.   Approximately  85  percent  of  the  vulnerable  residents  were  provided 
services  and  only  a  small  minority  received  services  they  did  not  need. 

The  CHSP  program  has  undergone  significant  revision  in  recent  years  from 
its  original  design.   In  Section  802(1)  of  the  National  Housing  Affordable  Act 
(MAHA)  of  1990,  the  Congress  requested  the  Department  to  assess  the 
effectiveness  of  the  new  CHSP  Program.   On  September  28,  1993,  HUD  contracted 
with  Research  Triangle  Institute  (RTI)  to  conduct  the  five-year  evaluation  of 
the  first  round  of  grantees  under  NCHSP.   The  final  results  of  that  evaluation 
will  not  be  available  until  1998,  although  an  interim  report  will  be  prepared 
in  1995. 

Question:   If  the  program  is  proving  to  be  effective  why  is  the 
Department  requesting  only  limited  additional  funding? 

Answer:   We  have  requested  sufficient  funds  to  extend  the  initial 
53  grantees  for  an  additional  year.   We  have  not  proposed  funding  for  more  new 
grants  because  other  funding  mechanisms  exist  which  can  be  utilized  to  provide 
similar  services  to  elderly  and  handicapped  persons  such  as  the  supportive 
services  programs  provided  by  the  Department  of  Health  and  Human  Services. 
Services  for  the  elderly  have  proven  to  be  the  exception  to  the  rule  that  it 
is  difficult  to  match  the  service  programs  of  other  agencies  with  the  housing 
programs  that  HUD  supports.   Many  elderly  housing  developments,  whether  they 
are  congregate  facilities  or  not,  already  have  sufficient  resources  to  provide 
adequate  services.   Therefore,  it  is  much  more  effective  and  efficient  for  HUD 
to  provide  staff  to  better  coordinate  the  provision  of  supportive  services  in 
the  housing  projects  through  the  use  of  HHS  and  other  service  programs  than  to 
try  to  fund  the  services  or  a  portion  thereof  directly. 

Question:   To  the  extent  CDBG  is  envisioned  as  an  alternative  funding 
source,  what  is  the  Department  doing  to  promote  the  use  of  CDBG  funds  for  this 
purpose? 

Answer:   The  Department  does  not  usually  "promote"  the  use  of  CDBG  funds 
for  particular  activities,  but  communities  are  generally  aware  of  the  broad 
range  of  public  services,  including  congregate  services,  that  they  can 
undertake  with  CDBG  funds.   States  and  units  of  general  local  governments  (the 
recipients  of  such  funds)  have  the  responsibility  for  selecting  eligible 
activities  most  appropriate  to  their  local  circumstances.   Many  services  that 
support  congregate  living  for  the  elderly  and  handicapped  may  be  eligible 
activities  under  the  CDBG  program  provided  they  also  meet  a  national  objective 
(benefit  low-  and  moderate-income  families,  aid  in  the  prevention  or 
elimination  of  slums  or  blight,  or  meet  other  community  development  needs 
having  a  particular  urgency  because  existing  conditions  pose  a  serious  and 
immediate  threat  to  the  health  or  welfare  of  the  community  and  other  financial 
resources  are  not  available).   Grantees  have  the  local  discretion  to  focus  a 
portion  of  their  CDBG  programs  on  activities  that  provide  congregate  services. 

Mr.  McDade  #9 

Section  8  Property  Disposition 

Question:   On  page  1-1  of  your  budget  proposal  you  request  authorizing 
legislation  to  establish  a  mandatory  account  for  Section  8  property 
disposition  assistance  in  1995.   Your  rationale  for  this  proposal  is  based  on 
the  premise  that  the  lack  of  Section  8  assistance  has  limited  HUD's  ability  to 
dispose  of  HUD-owned  multifamily  properties,  resulting  in  increased  costs  to 
the  Government.  Won't  the  changes  that  were  recently  enacted  as  part  of  the 
Multifamily  Property  Disposition  Reform  Act  of  1994  alleviate  many  of  the 
problems  that  HUD  has  faced  in  disposing  of  multifamily  properties  (including 
substantially  reducing  the  amount  of  Section  8  assistance  that  must  be 
provided  under  the  program)? 

Answer:   The  new  legislation  has  alleviated  many  of  the  problems  that  HUD 
has  faced  in  disposing  of  multifamily  properties.  As  a  result  of  these 
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reforms,  it  is  estimated  that  the  Section  8  assistance  requirements  under  the 
program  between  fiscal  years  1995  to  1999  will  be  reduced  from  $5.4  billion  to 
$3.9  billion,  a  cumulative  savings  of  $1.5  billion. 

Question::   Assuming  that  the  Congress  provides  sufficient  appropriations 
for  HUD  to  reduce  the  size  of  the  HDD-owned  multifamily  inventory  in  an 
orderly  manner,  why  is  it  necessary  to  shift  Section  8  property  disposition 
assistance  from  a  discretionary  to  a  mandatory  account? 

Answer:   If  property  disposition  needs  were  fully  funded  through 
discretionary  appropriations  it  would  require  steep  reductions  in  other 
discretionary  programs.   These  reductions  would  not  be  necessary  if  the  Budget 
were  considered  as  a  whole,  because  when  projects  are  sold  there  is  a  savings 
of  costs  which  would  be  incurred  if  they  remained  under  Government  ownership. 
The  fact  that  the  cost  of  keeping  properties  under  Government  ownership  is 
treated  as  mandatory  while  the  cost  of  selling  them  with  statutorily  required 
assistance  is  treated  as  discretionary  is  an  unforeseen  consequence  of  current 
Budget  Enforcement  law.   Experience  has  shown  that  overall  discretionary 
budget  constraints  have  limited  the  amount  of  funding  available  for  Section  8 
property  disposition.  As  a  result  of  this  circumstance,  the  HUD-owned  and 
hud -he Id  inventory  of  insured  multifamily  properties  has  grown.   In  addition, 
the  proposal  to  shift  section  8  property  disposition  assistance  from  a 
discretionary  to  a  mandatory  account  is  an  attempt  to  correct  the  scoring 
problem  which  has  produced  such  costly  and  otherwise  deleterious  consequences 
for  the  government. 

Question:  If  disposition  assistance  is  shifted  to  a  mandatory  account, 
what  controls  will  the  congress  have  over  the  amount  of  section  8  assistance 
that  is  provided  under  the  property  disposition  program? 

Answer:  The  legislative  proposal  to  shift  Section  8  property  disposition 
to  a  mandatory  account  includes  language  limiting  the  number  of  years,  and  the 
cumulative  dollar  amount,  of  this  assistance.  The  legislation  stipulates  that 
the  mandatory  budget  authority  that  would  be  made  available  fund  for  Section  8 
property  disposition  assistance  would  be  $3.9  billion  for  5  years,  1995 
through  1999. 

Question:   How  much  of  the  $773  million  you  are  requesting  in  Section  8 
assistance  will  be  directed  at  units  in  disposed  of  properties  that  were 
previously  assisted? 

Answer:  An  estimated  $450  million  of  the  S733  million  requested  for 
property  disposition  activities  will  be  used  to  assist  units  previously 
assisted  under  the  lmsa,  Rent  Supplement,  or  RAP  programs. 


Another  portion  of  the  $733  million  will  be  used  to  provide  15-year 
project-based  Section  8  assistance  to  units  that  were  previously  assisted  only 
by  subsidies  tied  to  the  mortgage,  such  as  the  Below  Market  Interest  Rate  and 
the  Section  236  interest  reduction  payments  programs. 

Question:  What  will  the  remainder  of  the  funds  be  used  for? 

Answer:  The  remainder  of  the  funds  will  be  used  for  5-year  Section  8 
vouchers  in  soft-markets  and  in  other  situations  where  HUD  is  authorized  to 
use  vouchers. 

Question:   How  much  of  the  funds  will  be  used  for  rehabilitation  grants 
as  provided  for  by  the  Multifamily  Property  Disposition  Reform  Act  of  1994? 

Answer:  HUD  has  just  begun  to  develop  the  parameters  for  a 
rehabilitation  grant  program,  so  it  is  too  soon  to  say  how  much  of  the  funding 
will  be  used  for  these  grants. 

Question:  Many  multifamily  properties  that  HUD  disposes  of  need 
significant  repair  and  rehabilitation.  Bow  much  money  does  HUD  expect  to 
spend  on  rehabilitation  in  fiscal  year  1995? 
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Answer:   Repair  and  rehabilitation  coata  are  determined  on  a  case-by-case 
basis  as  we  review  each  project's  physical  conditions  and  prepare  disposition 
plans.   In  many  cases  rehabilitation  is  performed  after  the  project  is  sold 
with  the  financing  costs  supported  aa  part  of  the  Section  8  contract  rent. 
Outlays  for  repairs  on  projects  in  HUD's  inventory  are  not  separately 
identified  from  other  BUD  outlays  on  these  projects.   Aa  a  result,  a  separate 
repair  and/or  rehabilitation  estimate  has  not  been  broken  out  or  estimated  in 
the  fiscal  year  1995  budget. 

Question:  How  do  the  provisions  of  the  Multifamily  Property  Disposition 
Reform  Act  of  1994  affect  the  need  for  such  expenditures? 

Answer:   Under  the  Act  more  of  the  coata  of  repair  will  be  borne  by  the 
private  sector  insofar  aa  more  unita  are  aold  without  Section  8  aasistance, 
and  projects  are  processed  for  sale  more  quickly. 

Question:   How  does  HUD  determine  whether  it  is  more  cost  effective  to 
perform  repair/rehabilitation  work  prior  to  disposition  rather  than  passing  on 
the  requirements  to  the  new  owner? 

Answer:   HUD  undertakes  repairs  that  are  necessary  for  the  health  and 
safety  of  the  tenants  immediately  after  taking  over  the  management  of  a 
project.   Then,  to  the  extent  that  staff  and  time  permit,  HUD  begins  a  broader 
program  of  repairs,  the  balance  of  which  is  assumed  by  the  new  owner  following 
sale. 

A  broader  program  of  repairs  may  be  begun  by  HUD  and  completed  for  the 
new  owner  following  the  sale,  depending  on  how  only  a  project  remains  in 
inventory.  After,  factors  such  as  government  procurement  regulations,  make  it 
more  cost-effective  for  long-term  rehabilitation  to  be  performed  after 
projects  are  returned  to  private  ownership. 

Question:   Page  1-2  of  the  budget  proposal  compares  coats  of  holding 
versus  disposing  of  65  multifamily  properties  and  concludes  that  disposing  of 
the  properties  is  much  less  costly  to  the  Government.  Are  the  same  number  of 
low-income  persons  receiving  housing  prior  to  and  after  disposition? 

Answer:   More  low-income  persons  are  receiving  decent,  aafe,  and 
affordable  housing  after  disposition  because  the  private  purchaser  completes 
repairs  and  rents  formerly  vacant  units,  some  of  which  would  be  for  low-income 
families. 

Question:   Please  explain  the  assumptions  you  use. 

ANSWER:  The  analysis  of  the  65  multifamily  properties  is  based  on 
program  experience  between  fiscal  year  1991  and  fiscal  year  1993.  On  average 
in  this  period,  65  percent  of  the  units  sold  were  occupied.  Since  the  new 
owner  will  be  required  to  ensure  all  units  meet  HUD  Bousing  Quality  standards, 
Occupancy  would  increase  substantially  after  the  sale. 

Question:  Do  the  amounts  you  cite  for  repair  costs  include  capital 
improvements  ? 

Answer:  Those  costs  cited  on  p.  1-2  of  the  Congressional  Justification 
represent  repair  costs,  including  capital  improvements,  which  BUD  mandates 
that  a  purchaser  perform  upon  sale  of  a  property  and  are,  therefore,  a  fair 
comparison  of  those  costs  that  BUD  would  incur  if  the  property  remained  in 
inventory  and  was  repaired  by  BUD  in  a  comparable  fashion.  The  holding  costs 
cited  ($14.19  per  day  for  a  subsidized  unit  and  $6.60  per  day  for  an 
unsubsidized  unit)  may  include  some  capital  improvement  costs  performed  by  BUD 
which,  cannot  be  separated  from  other  holding  costs. 

Question i  How  much  does  HUD  expect  to  spend  on  repair  costs  (including 
capital  improvements)  under  the  property  disposition  program  in  fiscal  year 
1995? 

Answer:   Repair  costs  cannot  be  separated  either  from  BUD'S  holding  costs 
or  from  its  Section  8  expenditures.  BUD  is  experimenting  with  a  system  for 
HUD-owned  projects  that  seeks  to  segregate  rehabilitation  expenditures  from 
routine  repairs.  This  system  is  in  its  infancy  and  will  require  refinement 
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and  evaluation  before  it  can  be  viewed  a*  a  useful  method  for  separating 
rehabilitation  (including  capital  expenditures)  from  operating  (including 
routine  repairs)  expenses. 

Mr.  McDade  #10 

Section  108  Loan  Guarantees 

Question:   The  Section  108  Loan  Guarantee  Program  is  often  used  to  fund 
CDBG-related  activities  that  require  significant  amounts  of  funds.   Proposed 
legislative  changes  to  the  Section  108  Program  provide  for  the  use  of 
recaptured  Urban  Development  Action  Grant  (UDAG)  funds  to  provide  for  grants 
to  communities  using  the  Section  108  Program.   These  grants  should  help 
promote  greater  use  of  the  Section  108  Program  as  well  as  limit  the  potential 
for  loan  default.   The  legislative  change  raises  the  following  questions. 
What  is  BUD's  estimate  of  the  UDAG  dollar  recapture  and  how  many  communities 
will  receive  recaptured  funds? 

Answer:   HUD's  estimate  of  the  amount  of  UDAG  recaptured  grant  funds  is 
$100  million.   (A  total  of  116  communities  have  grants  subject  to  recapture.) 
Zt  is  not  possible  at  this  time  to  estimate  with  any  precision  how  many 
communities  will  receive  grant  assistance  under  the  Economic  Development 
Initiative  (EDI). 

Question:   Does  BUD  plan  to  seek  additional  funding  in  future  budget 
requests  when  the  UDAG  funds  are  depleted? 

Answer:   The  amended  fiscal  year  1995  Budget  proposes  a  total  of 
$100  million  for  EDI,  which  assumes  UDAG  recaptures  of  that  amount.   However, 
to  the  extent  the  recaptures  may  not  materialize,  the  Budget  proposal  would 
enable  the  use  of  appropriated  funds  to  support  the  edi  grants . 

Question:   If  the  recaptured  funds  are  approved  for  use,  what  increases 
in  the  Section  108  Program  does  BUD  project  for  fiscal  years  1995  and  1996? 

Answer:   The  Section  108  loan  guarantee  usage  level  will  depend  to  some 
degree  on  exogenous  factors  (e.g.,  the  level  of  interest  rates).   However, 
assuming  that  EDI  is  funded  at  the  $100  million  level  and  other  initiatives 
which  complement  Section  108  are  approved,  the  Zone  Economic  Development 
Initiative  (ZEDI)  and  Neighborhood  LIFT  programs,  BUD  expects  that 
substantially  all  of  the  1995  commitment  limitation  of  $2.1  billion  will  be 
used. 

The  Budget  assumes  the  $2.1  billion  Section  108  commitment  level  will 
continue  in  1996;  however,  this  estimate  is  subject  to  revision  based  on  what 
EDI  grant  level  may  be  proposed  for  1996. 

Mr.  McDade  #11 

Section  108  Loan  Guarantee 

Question:   Both  CDBG  and  Section  108  defaulted  loans  could  make  less 
funds  available  to  the  CDBG  community  overall  as  well  as  less  benefits  to  low- 
and  moderate -income  persons.   Bow  serious  is  the  default  problem  for  the  CDBG 
and  Section  108  programs,  and  what  steps  has  BUD  taken  to  address  the  default 
issue? 

Answer:   The  Department  has  never  been  required  to  make  a  payment 
pursuant  to  a  claim  from  a  holder  of  a  BUD  guaranteed  Section  108  loan  as  the 
result  of  a  default  by  a  Section  108  borrower  (CDBG  grantee) .   However,  there 
have  been  defaults  on  loans  made  by  CDBG  Grantees  to  local  entities 
participating  with  a  community  in  a  particular  Section  108  project  (e.g.  a 
business  for  an  economic  development  project) .  While  BUD  has  not  collected 
information  on  such  defaults  under  the  Section  108  program  (or  the  CDBG 
program  generally),  it  is  BUD'e  impression  that  the  default  rate  on  loans 
funded  by  communities  under  section  108  is  somewhat  lower  than  on  comparable 
loans  funded  with  other  CDBG  funds.  That  impression  is  based  on  the 
seriousness  with  which  communities  view  the  required  pledge  of  CDBG  funds  as 
security  and  their  desire  to  protect  those  funds.  Moveover,  it  should  be 


383 


noted  that  when  a  default  does  occur,  the  default  does  not  necessarily  mean 
that  the  community  will  suffer  a  loss  equal  to  the  loan  amount  since  many  of 

the  CDBG  and  Section  108  loans  are  secured  by  mortgages  and  other  security 
interests.   The  Department's  publication  of  new  regulations  containing 
underwriting  guidelines  for  economic  development  projects  should  help  to 
reduce  default  rates  on  loans  made  by  CDBG  communities  to  local  sub- 
recipients  . 

Question:   Does  the  current  formula  for  annually  allocating  CDBG  funds 
to  entitlement  communities  ensure  that  the  more  distressed  communities  are 
receiving  the  proper  levels  of  funds?   If  no,  what  changes  are  needed? 

Answer:   In  general,  the  current  formula  does  ensure  that  more 
distressed  communities  receive  greater  funding.   As  you  know,  the  formula  is 
under  review  and  a  report  will  be  submitted  to  the  Congress. 

Mr.  McDade  #12 

Modernization 

Question:   In  HUD's  recent  Presidential  Performance  Agreement,  HUD  plans 
to  implement  a  new  system  to  distribute  modernization  funds  within  60  days  of 
appropriations  to  replace  the  current  system  which  takes  as  long  as  18  months. 
Please  explain  the  changes  that  make  this  goal  realistic. 

Answer:   The  new  system  will  result  in  the  distribution  of  Comprehensive 
Grant  Program  funds  in  more  timely  manner  since  the  funds  are  provided  on  the 
basis  of  a  formula  rather  than  through  competition.   (Approximately  89  percent 
of  the  appropriations  for  modernization  are  allocated  to  the  CGP) .   A  proposed 
rule  amending  the  CGP  for  HAs  with  250  or  more  units  was  published  in  the 
Federal  Register  on  March  8,  1994.   Publication  of  a  final  rule  is  anticipated 
by  late  summer  1994. 

The  proposed  rule  will  greatly  streamline  the  CGP,  provide  HAs  with  even 
greater  flexibility,  and  allow  HUD  to  make  funds  available  early  in  fiscal 
year  1995.   The  proposed  rule,  which  is  the  result  of  extensive  industry 
consultation,  would  provide  only  one  formula  amount  in  each  fiscal  year, 
rather  than  a  presumptive  and  a  final  formula  amount,   has  would  be  permitted 
the  option  of  holding  the  resident  meetings  and  public  hearing  on  the  basis  of 
the  current  year's  formula  amount  so  that  when  the  appropriations  have  been 
made  and  HUD  issues  the  formula  amount  to  each  HA,  the  HA  may  immediately 
submit  its  documents  for  review  and  approval.  Also,  HUD  will  reduce  its 
review  time  from  75  days  (the  maximum  statutory  review  period)  to  14  days 
wherever  possible.   It  is  anticipated  that  HAs  that  use  this  process  could 
have  access  to  fiscal  year  1995  funds  in  the  first  quarter  of  the  fiscal  year. 

Question:   Are  public  housing  authorities  expected  to  have  a  specific 
plan  for  spending  their  grant  funds  over  a  limited  number  of  years? 

Answer:   Yes,  HAs  submit  an  Implementation  Schedule  to  HUD  for  review 
and  approval  for  each  grant. 

Question:   If  so,  what  happens  when  they  do  not  meet  the  expectations  we 
have  for  them? 

Answer:  When  an  HA  does  not  meet  its  implementation  schedule  and  there 
are  no  valid  reasons  for  the  delay,  HUD  may  take  measures  such  as  requiring 
the  HA  to  contract  out  the  administration  of  the  modernization  program,  or 
withholding  and/or  recapturing  funds.   HUD  views  the  recapture  of  funds  as  a 
last  resort  and  only  exercises  this  option  after  all  other  measures  have  been 
exhausted. 

Question:  What  reasons  have  you  found  for  the  funding  backlog?  The 
Committee  notes  that  the  Senate  Appropriations  Committee  directed  the 
Department  to  initiate  a  quarterly  pipeline  report  on  the  modernization 
program.   The  report  is  to  detail  the  active  steps  being  taken  through  both 
regulation  and  program  management  to  reduce  the  backlog  of  funds.   Please 
summarize  for  this  Committee  the  findings  of  your  pipeline  reports  to  date. 
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Answer:   As  noted  above,  the  major  problems  encountered  by  has  that 
contribute  to  the  funding  backlog  include,  but  are  not  limited  to  the 
following s 

1)  litigation  concerning  procurement; 

2)  need  to  reprogram  funds  to  meet  the  statutory  deadline  for  lead-based 
paint  testing; 

3)  delays  caused  by  discovery  of  hazards  due  to  lead  paint  and  asbestos; 

4)  reluctance  to  move  ahead  with  comprehensive  modernization  until 
enough  funds  are  available  for  the  entire  effort; 

5 )  need  to  reprogram  leftover  funds  because  the  soft  construction  market 
in  some  areas  has  resulted  in  bids  received  at  a  leaser  cost  than  the 
original  estimate;  and 

6)  lack  of  staff  capacity. 

On  March  30,  1994,  the  Secretary  sent  the  first  report  on  the 
modernization  pipeline  to  both  the  senate  and  Bouse  Committees  on 
Appropriations.   A  copy  of  this  report  is  attached.   The  report  sets  forth  all 
of  the  actions  which  the  Department  has  taken  to  expedite  the  pipeline.   In 
addition,  the  report  demonstrated  a  significant  reduction  in  the  pipeline  from 
September  30,  1992  to  September  30,  1993.   During  this  12-month  period, 
housing  authorities  obligated  $2.3  billion  of  previously  approved 
modernization  funds.   This  amount  included  $1.7  billion  of  fiscal  year  1991 
and  prior  year  funds. 

HAs  are  now  required  to  report  semiannually,  rather  than  quarterly,  on 
obligations  and  expenditures  for  CLAP  programs  in  progress.   The  summary 
reports  for  the  6-month  period  ending  March  31,  1994,  will  be  available  in 
June  1994. 

HAs  with  CGP  programs  in  progress  report  annually.   However,  the 
Department's  requisition  system,  Line  of  Credit  Control  System  (LOCCS),  now 
provides  quarterly  information  on  CGP  funds  obligated.   As  of  April  30,  1994, 
$1.1  billion  or  53.5  percent  of  the  funds  approved  was  obligated  for  the 
fiscal  year  1992  CGP;  $547.9  million  or  21.2  percent  of  the  funds  approved  was 
obligated  for  the  fiscal  year  1993  CGP,  just  approved  in  September,  1993. 

Question i   How  can  release  of  funds  be  accelerated? 

Answer:  Yes,  hud  believes  that  funds  release  can  be  accelerated  by 
changing  procedures.   Currently,  HUD  sends  HAs  a  CGP  presumptive  estimate  for 
planning  purposes  and  provide  them  with  an  opportunity  to  appeal  as  follows  > 

1.  On  the  basis  of  error,  an  HA  may  appeal  to  the  Field  Office  in 
writing  within  30  calendar  days  by  describing  the  nature  of  the 
error  and  providing  any  necessary  supporting  documentation; 

2.  On  the  basis  of  unique  circumstances,  an  HA  may  appeal  to  the  Field 
office  in  writing  within  60  calendar  days  by  indicating  how  it  is 
unique,  specifying  the  manner  in  which  it  is  different  from  all 
other  CGP  agencies,  and  providing  any  necessary  supporting 
documentation;  and 

3.  A  PHA  may  appeal  the  reduced  formula  amount  established  as  a  result 
of  its  MOD  Troubled  designation,  by  petitioning  the  Field  Office  in 
writing  within  30  calendar  days  to  increase  the  amount  of  funds  by 
describing  the  circumstances  that  warrant  an  increase  in  the 
reduced  formula  amount.   (Note:  An  increase  in  the  reduced  formula 

•        amount  cannot  exceed  the  calculated  full  formula  amount) . 

Field  Offices  and/or  Headquarters  review  and  make  a  determination  with 
regard  to  the  appeals.   After  a  determination  has  been  made,  the  formula  is 
re-run  and  HAs  are  provided  a  final  formula  amount  for  the  Federal  fiscal 
year,  when  the  proposed  rule  is  published  as  a  final  rule  (before  the  end  of 
this  fiscal  year)  HUD  will  provide  only  one  formula  amount  in  a  fiscal  year. 
This  will  encourage  HAs  to  provide  documents  to  HUD  for  review  and  approval  as 
soon  as  the  formula  amount  is  provided.  Any  adjustments  resulting  from 
appeals  1.  and  2.  above  and  the  reallocation  of  funds  that  are  not  allocated 
to  a  MOD-Troubled  HA  in  a  fiscal  year  because  it  receives  a  reduced  formula 
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amount  due  to  its  HOO-Troubled  designation  will  be  made  in  the  following 
fiscal  year. 

HAs  that  have  successful  appeals  based  on  3.  above  would  get  the 
additional  funding  in  the  same  fiscal  year.   Also,  wherever  possible,  HUD  will 
reduce  its  review  time  from  the  75  days  provided  for  in  the  statute  to  14 
days. 

Question:   How  will  the  reorganization  of  the  Field  structure  affect 
HUD 'a  ability  to  deal  effectively  and  in  a  timely  manner  with  modernization 
grant  applications? 

Answer:   The  reorganization  of  HUD's  field  structure  is  very  new  (less 
than  one  month  old)  and  it  is  not  possible  at  this  point  to  determine  its 
effectiveness.   However,  the  Field  Office  will  have  direct  decision  making 
authority  rather  than  recommending  to  a  higher  level  Office  and  that  Office 
making  the  decision.   Consequently,  we  would  expect  that  this  would  speed  up 
the  process. 

Mr.  HcDade  #12 

Severely  Distressed  Public  Housing 

Question:   would  you  please  discuss  the  pros  and  cons  of  spending  scarce 
resources  to  refurbish  severely  distressed  public  housing  versus  demolishing 
public  housing  and  replacing  it  with  demand-oriented  subsidies  that  would 
enable  households  to  obtain  decent  bousing  of  their  own  choosing  in  conditions 
more  desirable  than  public  housing. 

Answer:   The  extent  to  which  severely  distressed  projects  are  modernized 
or  replaced  is  governed  by  local  decisions  and  existing  law.   Under  the 
HOPE  VI  program,  localities  and  their  PHAs  decide  which  developments  need  a 
major  investment  of  funds  and,  in  regard  to  those  projects  that  are  funded, 
the  extent  to  which  the  projects  should  be  preserved  or  demolished  and  the 
type  and  location  of  any  replacement  housing.   For  demolition  of  less  than 
200  units,  the  law  permits  up  to  one-third  of  the  replacement  units  to  be 
tenant-based,  and,  for  demolition  of  200  units  or  more,  the  law  permits  one- 
half  the  replacement  units  to  be  tenant -based. 

Under  these  provisions,  for  example,  the  HOPE  VI  sites  in  San  Francisco, 
Washington,  DC,  and  Baltimore  will  be  totally  demolished  and  replaced  with  a 
combination  of  new  construction  and  tenant-based  assistance. 

In  making  their  decisions  regarding  modernization  and  replacement  of 
severely  distressed  projects,  localities  have  to  take  into  consideration  the 
difficulty  of  finding  sites  for  new  public  housing  in  areas  which  are 
affordable,  have  local  community  support,  and  meet  the  Department's  site  and 
neighborhood  standards.   They  also  frequently  meet  with  resident  opposition  to 
the  use  of  tenant -based  assistance  as  replacement  housing. 

However,  beyond  the  basic  requirement  to  comply  with  the  law  related  to 
one -for -one  replacement,  the  Department  is  seeking  other,  more  flexible  means 
to  provide  replacement  housing.   HUD  has  proposed,  in  the  fiscal  year  1994 
Housing  Choice  and  Community  Investment  Act,  reforms  to  the  Public  Housing 
Modernization  Program  that  would  allow  these  funds  to  be  used  for  demolition 
and  replacement  housing;  and,  for  the  first  time,  enabling  Public  Bousing 
Authorities  to  collectively  borrow  billions  of  dollars  against  future 
modernization  funds,  and  leverage  these  resources  with  other  public  private 
investments . 

Mr.  McDade  #12 

Cost  Effectiveness  of  Public  Housing  vs.  section  8 

Question:  In  your  opinion,  can  this  issue  of  whether  public  housing  or 
rent  subsidies  is  more  cost  effective  be  definitely  answered?  If  so  by  whom, 
and  when? 
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Honorable  David  Obey 

Acting  Chairman,  Committee  on  |v|/\R  3  0  |gg4 

Appropriations 
House  of  Representatives 
Washington,  DC  20515-6015 

Dear  Mr.  Chairman: 

I  am  pleased  to  provide  you  with  the  Department  of  Housing  and  Urban 
Development's  (HUD)  report  on  the  Public  Housing  modernization  pipeline,  directed  by 
the  Senate  Committee  on  Appropriations  in  Senate  Report  103-137,  dated  September  9, 
1993.  The  Committee  directed  the  Department  to  initiate  a  quarterly  pipeline  report  on 
the  Modernization  Program  and  the  active  steps  which  it  is  taking,  through  both 
regulation  and  program  management,  to  assist  housing  authorities  (HAs)  to  reduce  the 
pipeline.  This  is  the  first  report  being  submitted  in  response  to  the  Committee's 
directive. 

First,  let  me  say  that  there  has  been  a  significant  reduction  in  the  pipeline  from 
September  30,  1992,  to  September  30,  1993.   During  this  12-month  period,  HAs  obligated 
$2.3  billion  of  previously  approved  modernization  funds.  This  amount  includes  $1.7 
billion  of  Fiscal  Year  (FY)  1991  and  prior  year  funds.   Please  refer  to  the  first  enclosure, 
Analysis  of  Modernization  Pipeline:   9/30/92  -  9/30/93. 

In  addition,  the  Department  has  taken  a  number  of  steps  to  reduce  the  backlog, 
as  set  forth  in  the  second  enclosure,  Steps  Taken  to  Expedite  Modernization  Pipeline. 
These  steps  have  included: 

1.  Regular  meetings  with  industry  groups  to  solicit  ideas  for  expediting  the 
pipeline. 

2.  Memoranda  and  conference  calls  to  HUD  Field  staff  to  emphasize  the 
importance  of  reducing  the  pipeline  and  providing  technical  assistance  to 
those  HAs  with  the  largest  pipelines. 

3.  Issuance  of  HUD  Notices  to  HAs  to  emphasize  the  importance  of  getting 
the  work  done  in  a  timely  manner  and  to  convey  revised  program 
procedures  to  simplify  funding  approval  and  implementation. 
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4.  Issuance  of  a  revised  rule  for  the  Comprehensive  Improvement  Assistance 
Program  (CLAP)  to  simplify  program  requirements  for  HAs  with  fewer  than 
250  units. 

5.  Publication  of  a  proposed  rule  for  the  Comprehensive  Grant  Program  (CGP) 
to  expedite  funding  approval  and  program  implementation  for  HAs  with  250 
or  more  units.  Published  March  8,  1994,  this  rule  is  the  result  of  a 
collaborative  effort  between  the  Department  and  the  industry  groups  to 
streamline  the  CGP  and  make  the  funds  available  earlier  in  the  FY.  The 
Department  expects  to  continue  this  productive  working  relationship  during 
consideration  of  the  public  comments,  which  are  due  by  April  22,  1994,  and 
drafting  of  the  final  rule. 

6.  Provision  to  HAs  of  access  to  FY  1993  CGP  funds  approximately  5  months 
earlier  than  in  previous  years,  as  a  result  of  the  CGP  formula  approach  and 
HUD's  accelerated  processing. 

7.  Provision  of  increased  oversight  by  HUD  through  establishment  of  the 
Headquarters'  Office  of  Distressed  and  Troubled  Housing;  contracting  with 
the  U.S.  Army  Corps  of  Engineers  to  inspect  work  in  progress;  and  other 
efforts. 

Since  almost  90  percent  of  the  Modernization  funding  is  now  provided  under  the 
CGP,  I  believe  that  the  basic  philosophy  of  the  CGP  relating  to  local  flexibility  and 
accountability  is  beginning  to  have  a  positive  impact  on  the  pipeline,  as  follows: 

1.  More  stable  and  predictable  funding  under  the  formula  approach  is 
contributing  to  improved  work  planning  and  execution,  as  well  as  greater  HA 
staff  capability; 

2.  HA  ability  to  shift  work  items  from  years  two  through  five  of  the  Five-Year 
Action  Plan  to  year  one,  when  a  problem  is  encountered,  provides  a 
mechanism  for  fund  obligation  to  continue  more  quickly;  and 

3.  Allowing  CGP  agencies  to  proceed  with  various  contracting  actions  without 
prior  HUD  approval  removes  a  major  source  of  delay  during 
implementation.  These  contracting  actions  include:  architectural/engineering 
(A/E)  and  other  professional  services  contracts  before  award;  construction 
solicitations  before  issuance;  and  contract  modifications  before  issuance.  This 
policy  applies  to  both  CGP  programs  and  CLAP  programs  being 
administered  by  CGP  agencies. 
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With  regard  to  legislative  changes,  I  anticipate  that  several  proposals  will  be 
submitted  to  you  shortly.   I  ask  your  support  for  these  changes. 

Finally,  I  would  like  to  emphasize  my  continued  commitment  to  reducing  the 
modernization  pipeline.   Toward  that  end,  I  entered  into  a  Performance  Agreement  with 
President  Clinton  on  March  2,  1994.   One  item  in  this  Performance  Agreement  relates  to 
the  modernization  pipeline.   It  establishes  the  goal  of  reducing,  by  September  30,  1994 
the  unobligated  and  unexpended  balances  of  FY  1992  modernization  funds  to  30  percent 
and  55  percent,  respectively. 

Please  let  me  know  if  I  can  provide  further  information  to  your  Committee. 
Sincerely, 

HENRY  GI3NER0S 

Henry  G.  Cisneros 

Enclosures 
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SIMILAR  LETTERS  SENT  TO: 

Honorable  Joseph  M.  McDade 
Ranking  Minority  Member 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC  20515-6015 

Honorable  Louis  Stokes 
Chairman,  Subcommittee  on  VA, 

HUD  and  Independent  Agencies  ■ 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC   20515-6022 

Honorable  Jerry  Lewis 
Ranking  Minority  Member 
Subcommittee  on  VA,  HUD  and 

Independent  Agencies 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC  20515-6022 

Honorable  Robert  C.  Byrd 
Chairman,  Committee  on 

Appropriations 
United  States  Senate 
Washington,  DC   20510-6025 

Honorable  Mark  Hatfield 
Ranking  Minority  Member 
Committee  on  Appropriations 
United  States  Senate 
Washington,  DC  20510-6025 

Honorable  Barbara  Mikulski  Honorable  Phil  Gramm 

Chair,  Subcommittee  on  VA,  HUD  Ranking  Minority  Member 

and  Independent  Agencies  Subcommittee  on  VA  HUD 
Committee  on  Appropriations  and  Independent  Agencies 

United  States  Senate  Committee  on  Appropriations 

Washington,  DC  20510-6032  United  States  Senate 

Washington,  DC  20510-6032 
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ANALYSIS  OF  MODERNIZATION  PIPELINE:   9/30/92  -  9/30/93 


HAs  With  $10  Million  or  More  of  Unobligated  FY  1990  and  Prior  Year  Funds 

As  of  9/30/92,  24  HAs  had  $10  million  or  more  of  unobligated  1990  and  prior  year  funds, 
totaling  $773.8  million.   As  of  9/30/93,  this  number  had  been  reduced  to  6  HAs  with 
unobligated  1990  and  prior  year  funds  totaling  $212.6  million.   This  is  a  reduction  of 
$561.2  million  during  a  12-month  period.   See  Attachments  1A  and  IB. 

HAs  With  $10  Million  or  More  of  Unobligated  FY  1991  and  Prior  Year  Funds 

As  of  9/30/92,  48  HAs  had  $10  million  or  more  of  unobligated  1991  and  prior  year  funds, 
totaling  $1,896.8  million.   As  of  9/30/93,  this  number  had  been  reduced  to  22  HAs  with 
unobligated  1991  and  prior  year  funds  totaling  $807.7  million.   This  is  a  reduction  of 
$1,089.1  million  during  a  12-month  period.   See  Attachments  2A  and  2B. 


Summary  Table  of  Unobligated  Funds 


Unobligated         Unobligated        Amount 


As  of 

As  of 

Pipeline 

9/30/92  a/ 

9/30/93  b/ 

Reduced 

(Dollars 

in  Millions) 

FY  1990  and  Prior  Years 

$1,261.9 

$    434.5 

$   827.4 

FY  1991 

$1,783.8 

$   919.7 

$   864.1 

Subtotal  (FY  1991  and  Prior  Years) 

$3,045.7 

$1,354.2 

$1,691.5 

FY  1992  -  CIAP 

$   558.4  c/ 

$    297.0 

$   261.4 

FY  1992  -  CGP 

$2,015.0  c/ 

$1,712.2  d/ 

$   302.8 

Grand  Total 

$3,363.4 

$2,255^7  * 

This  is  a  reduction  of  $2  J  billion  of  unobligated  funds  during  the  twelve-month 
period  of  10/1/92  -  9/30/93. 
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a/        From  official  Departmental  automated  reports  (Modernization  Quarterly 

Reporting  System  (MQRS)),  summarizing  HA  progress  reports  as  of  9/30/92. 
These  numbers  vary  slightly  from  the  numbers  recently  provided  to 
Congresswoman  Marge  Roukema;  those  numbers  were  based  on  special  ad  hoc 
reports  provided  by  the  HUD  Regional  Offices  in  order  to  get  an  early  reading  of 
th~  modernization  pipeline  as  of  9/30/93. 

b/        From  official  Departmental  automated  reports  (MQRS),  summarizing  HA 
progress  reports  as  of  9/30/93. 

c/        FFY  1992  CIAP  and  CGP  funds  approved  by  HUD.  Since  most  FY  1992  funds 
were  approved  by  HUD  in  the  last  two  months  of  FY  1992  (August  and 
September  1992),  HAs  would  not  have  had  an  opportunity  to  obligate  FY  1992 
funds  as  of  9/30/92. 

d/        This  reflects  the  amount  of  funds  not  disbursed  by  the  Department  and,  therefore, 
not  expended  by  HAs  as  of  10/16/93.   The  real  unobligated  amount  would  be 
lower  than  the  unexpended  amount.  The  Department  does  not  have  9/30/93  data 
for  fund  obligations  for  FY  1992  CGP  funds,  but  will  have  data  in  March  1994  for 
the  period  ending  12/31/93.  Therefore,  the  unobligated  amount  is  overstated  at 
this  point.   A  more  accurate  figure,  based  on  a  modification  of  the  requisition 
system  (Line  of  Credit  Control  System/Voice  Response  System),  is  expected  to  be 
available  next  month. 

In  the  last  quarter  of  FY  1993  (7/1-9/30/93),  the  Department  approved  an  additional  $2.9 
billion  of  FY  1993  CIAP  and  CGP  funding.    If  this  were  added  to  the  pipeline  of  FY 
1992  and  prior  year  funds  ($3.4  billion),  the  total  pipeline  would  be  $6.3  billion. 
However,  since  HAs  were  just  approved  in  August/September  1993  for  the  $2.9  billion,  it 
is  misleading  to  show  this  amount  as  part  of  the  modernization  pipeline  as  of  9/30/93. 
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U.S.    DEPARTMENT  OF    BOUSING  AND   URBAN   DEVELOPMENT 
COMPREHENSIVE    IMPROVEMENT  ASSISTANCE    PROGRAM    (CIAP)    <    COMP    CRANT  PROCRAM    (CG) 

•••••SORTED    IN    DESCENDING  ORDER  OP   THE      1990   t    PRIOR   UNOBLIGATED   FUNDS • 

BOUSING   AUTHORITIES   WITH    510,000,000   OR  MORE  OF   UNOBLIGATED   FUNDS  AS   OF    9/30/92 


1990    t    PRIOR 
UNOBLIGATED   rUNDS 


1991    CIAP 

APPROVALS 


1992   COMP   CRANT 
APPROVALS 


1993   PRESUMPTIVE 
AMOUNT 


TOTAL 


NY005 
PjJOOS 
PA002 
DC001 
IL0O2 
VC.001 
HJ010 
NY001 
KA002 
LA001 
HY002 
05003 
NJ009 
HJ003 
CA004 
VA003 
NJ014 
PA001 
NJ021 
CA003 
HJ002 
PA006 
TN001 
NA003 


HEW  YORK  Cm   HA 

PRPEA 

PHILADELPHIA  HSNG  AUT 

DPAB 

CHICAGO  EOUSING  AUTEO 


CAMDEN  H  A 
SYRACUSE  BA 
BOSTON  EA 
NEW  ORLEANS 
BUFFALO  MUNICIPAL  EA 
CUYAEOCA  KEA 
JERSEY  CITY  E  A 
TRENTON  E  A 
LOS  ANGELES  CITY 
NEWPORT  HEWS  RED 
ATLANTIC  CITY  E  A 
PITTSEURCE  ESNC  AUTS 


Ei 


CAKLAN3 
NEWARK   E  A 
EASRISBUSG   ESNG   AUTS 
MEMPHIS 
CAMERIDCZ  EA 


231,970,04b 
127,517,33! 
64, 017, 020 
49,330,491 
31,182,613 
27.02S, 440 
21,322,375 
19,823,132 
18,210,813 
17,571,153 
16,970,256 
16,431,649 
16,291,379 
12,936,685 
11,252,940 
11,221,198 
11,091,101 
10,944,865 
10,760,118 
10,705,232 
10,566,185 
10,254,883 
10,252,894 
10,064,155 


272,526,(21 

74,536,682 

84,517,522 

27,324,109 

108,000,000 

23,313,662 

0 

12,260,233 

10,755,661 

31,920,465 

8,962,319 

25,200,000 

24,893,531 

0 

25,911,075 

2,976,673 

6,264,303 

16,417,825 

10,423,461 

7,783,000 

20,573,552 

4,330,897 

0 

3,732,000 


363,041,613 

144,466,202 

75,644,869 

23,546,694 

117,894,299 

6,567,755 

4,647,927 

3,676,115 

29,458,231 

30,664,533 

13,693,969 

33,319,040 

7,961,658 

3,670,495 

24,119,6;! 

2,470,335 

3,202,811 

22.135.S72 

4,554,619 

9,354,15! 

30,200,1(2 

3,705,625 

12,675,376 

3,281,414 


869,538 
346,522 
224,179 
98,221 
257,076 
56,909 
25,970 
35,759 
58,424 
60,136 
39,646 
74,950 
49,146 
16,307 
61,283 
16,668 
22,378 
49,498 
23,776 
27,842 
61,359 
18,291 
22.928 
17,077 


402,185, 
160,926, 
66,814, 
26,595, 
131,695, 
7,195, 
5,133, 
4,173, 


37,541, 
9,049, 
3,937, 


1,271 

507, 
310, 


13,967, 
3,749, 


723,567 
449,198 
994,179 
126,816,756 
388,972,255 
64,105,638 
31,103,547 
39,934,855 
92,411,202 
113,216,413 
55,313,767 
112,692,492 


26, 10!, 315 


,246,506 
,679,616 
,470,276 
,89!, 398 
,827,487 


773,756,960 


2,556,317,278         1,0S3,2!6,686  3,645,773,964 
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Attachment    2A 


U.S.    DEPARTMENT   OF    HOUSING    ANu    V.3AX    DEVELOPMENT 
COMPREHENSIVE    IMPROVEMENT    ASSISTANCE    PROCRAM    (CLAP)    &    COMP    GRANT    PRCCRAM    (CC) 

•  ••---SORTED    IN    DESCENDING   ORDER   OP   TEE    1991    t    PRIOR    UNOBLIGATED    FUIfDS 

BOUSING    AUTHORITIES    WITH    510,000,000   OR   MORE   OF    UNOBLIGATED    FUN03    AS    OF    9/30/92) 


Data:  02/17/93 


1991    (    PRIOR 

1992   CCMF   CRANT 

1993    PRESUMPTIVE 

EA   CODE 

EA    NAMES 

UNOBLIGATED    FUNDS 

APPROVALS 

SUBTOTAL 

AMOUNT 

TOTAL 

Ni'005 

HEW   IroRX   CITY    EA 

475,357,415 

365,041,633 

840,399,048 

402,165,485 

1,242,564,533 

RQ.005 

PRPEA 

202,054,217 

144,466,202 

346,522,419 

160,926,779 

507,449,198 

PA002 

PSIXADELPSIA  ESNC    A'JTH 

143,429,889 

75,644,669 

224,074,756 

86,814,768 

310,889,526 

DC001 

DPAH 

72,674,600 

25,546,694 

98,221,294 

28,595,502 

126,816,796 

IICQ2 

C3ICAC0   EA 

(6,134,449 

117,894,299 

186.028,748 

131.895,343 

317,924,091 

VC.001 

VISA 

49,103,941 

6,567,755 

55,671,696 

7,195,761 

62,667,457 

alcoi 

BIRHINCTiAM 

43,720,272 

11,219,959 

54,940,231 

12,061,878 

67,002,109 

GA006 

ATLANTA 

42,771,430 

25,135,749 

67,927,179 

28,439,215 

96,366,394 

FL005 

DADE   COUNTY 

41,669,436 

14,128,766 

55,798,226 

13,340,288 

71,138,314 

LA001 

NEW  ORLEANS 

41,072,065 

30,664,933 

71,736,998 

33,059,862 

104,796,860 

NJ009 

JE?jrr  cm  e  a 

37,216,099 

7,961,858 

45,175,997 

9,049,750 

54,229,747 

xvcoi 

SYRACUSE    EA 

30,497,005 

3,676,115 

34,173,120 

4,175,35- 

39,348,475 

TX009 

DALLAS 

30,236,463 

13,283,304 

43,319,767 

14,147,006 

57,666,773 

'CA004 

ics  anceles  cirr 

29,699,663 

24.119.686 

54,019,351 

27,182,145 

61,201,496 

.*aco: 

EOSTCN    EA 

26,729,514 

29,458,231 

58,187,743 

33,986,657 

K-'C02 

HEWUUt   E   A 

27,249,629 

30,200,162 

57,448,811 

37.319.6SS 

94,768,510 

TL001 

TAKPA 

25,075,783 

7,3!S,762 

32,431.345 

7.S11.800 

40,343,343 

C5003 

c-jyaecga  kea 

24,134,750 

33.319,040 

37,541.603 

53,353,553 

K1T002 

EUT7AL0   MUNICIPAL    E\ 

23,539,58! 

13,893,569 

37,833,534 

15,457,223 

53,301,177 

PA006 

A'T.FCEEMY  CO 

22,374,665 

6,4:8,116 

2S.033.CO1 

7,125.243 

36,158,244 

11901 

EAST   ST    ICUIS    EA 

22,322,615 

4,640,288 

25,563,103 

5,110,616 

33,073,72! 

IJ017 

INDIANAPOLIS    EA 

21,114,413 

3,503,317 

25,717,730 

4,272,435 

29,590,165 

HJ010 

CAMDEN    E    A 

21,322,375 

4,647,927 

25,970,302 

5,133,245 

31,103,547 

PAC01 

pittseurce  esss  alte 

19,270,521 

22,135,972 

41,406,493 

25,019,790 

66,426,233 

HJ021 

PATERSON   E  A 

19,002.741 

4,594,619 

23.557,260 

4,833,186    ■ 

28,480,546 

crcoi 

P.RJDCZPCRT   EA 

18,709,751 

3,849,846 

22,359,3S7 

•  4.182,341 

26,741,936 

CE006 

1UCAS    KEA 

18,649,651 

3.248,479 

23,898,370 

5,874,806 

29,773,176 

OE003 

DAYTON  METROPOLITAN   E.    A. 

11,337,872 

8.387,431 

26,925,323 

9,246,395 

36,171,718 

CA003 

OAKLAND 

18,357,334 

9,354,195 

27,731,529 

10, 404.07S 

38,135,608 

HJ014 

Atlantic  city  e  a 

18,362,477 

3,202,811 

21,565,288 

3,327,100 

25,052,388 

K1002 

KANSAS    CITY,    KO 

16,326,132 

3,712,890 

20,239,022 

4,013,791 

24.232.813 

CC001 

DE2.-VZ3 

15,844,118 

7,503,792 

22,347,910 

7,934,430 

31,282,340 

CA001 

SAN   P7A5CISCO 

15,534,900 

16,889,116 

32,424,026 

18,744,221 

31.168,247 

p.\ooa 

EARRISSURC   ESNC  AUTS 

14,439,124 

3,705,625 

18,144,749 

4,178,871 

32,323,620 

VA003 

NEWPORT  HEWS   RED    C,    ESNG 

14,019,764 

2,470,335 

16,490,099 

2,659,947 

19,130,046 

PA003 

CAM5RX3C3   EA 

13,711,467 

3,281,414 

16,992,861 

3,749,718 

20,742,399 

VA001 

SEAITLZ 

13,706,306 

12,226,633 

25,934,941 

13,170,196 

39,105,139 

WI002 

HELVAU7E2   EA 

13, 700, 984 

7,302,051 

21,203,035 

6.409,011 

29,612,046 

CTC04 

NSW  RAVEN  EA 

13,456,466 

4,710,931 

18,169,397 

9,080,332 

23,249,729 

KJ013 

EOBOKEH   E  A 

13,003,669 

2,186,412 

15,192.081 

2.616,033 

17,608,114 

KJ005 

TXS3TCS   E   A 

13,936,663 

3,970,463 

16,507,170 

3,537,450 

20,444,620 

CT006 

VA23S3C1D:   EA 

12,716,369 

1,189,094 

13,903,633 

1,290,140 

13,195,793 

KD002 

SALTD-CSS   ESNG  tDS 

12,606,829 

35,611,376 

49,216,407 

40,719,986 

88,938,293 

TX006 

!AH  A3-UHI0 

12,015,061 

13,471,301 

25,486,362 

14,636,103 

40,122,465 

eiooi 

EAWAH 

11,117,744 

11,921,316 

22,939,260 

14,499,341 

37,436,601 

TN001 

MEKPEIS 

10,252,694 

12,673,376 

22,928,270 

13,967,138 

36,693,398 

OE004 

CLBCI3CCAXT   Wnmnr.TTM   fi 

10,203,004 

17,906,352 

28,109,356 

19, 396,220 

47.705,576 

HJ013 

PASSAIC   B  A 

10,093,639 

1.176,546 

11,270,187 

1.393,706 

12,665,693 

1.896,822,065 


1,217,637,514      3,114,459,579     1,339,074,123 
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STEPS  TAKEN  TO  EXPEDITE  MODERNIZATION  PIPELINE 


During  1993,  held  numerous  meetings  with  industry  groups  (CLPHA,  PHADA, 
NAHRO,  NARMC,  NAIHC)  to  discuss  various  approaches  for  streamlining  the 
CGP  and  expediting  the  allocation  of  CGP  funds. 

Issued  Notice  PIH  93-5  on  February  4,  1993,  which  provided  for  accelerated 
submission  by  HAs  in  advance  of  originally  established  dates  and  accelerated  review 
and  approval  by  HUD  of  the  documents  required  for  FY  1993  CGP  funding.   See 
Attachment  1. 

Secretary  Cisneros  sent  a  letter  on  February  5,  1993,  to  all  CGP  HAs,  which  asked 
that  each  HA  assess  its  modernization  pipeline  and  expedite  the  obligation  and 
expenditure  of  funds,  as  well  as  provide  suggestions  to  HUD  regarding  ways  to 
reduce  the  pipeline.   See  Attachment  2. 

Issued  Notice  PIH  93-10  on  March  10,  1993,  which  provided  additional  guidance  on 
expediting  FY  1993  CGP  funding.   If  large  HAs  (with  500  or  more  units)  met 
specified  criteria,  HUD  would  reduce  the  time  for  its  review  and  approval  of  the 
HA's  FY  1993  annual  submission  from  a  maximum  of  75  days  to  14  days,  wherever 
possible.   See  Attachment  3. 

Note:   Many  HAs  availed  themselves  of  the  opportunities  provided  in  the  two 
Notices  and  had  access  to  the  FY  1993  CGP  funds  earlier  in  the  FY. 

Published  an  interim  CIAP  rule  on  March  15,  1993,  which  simplified  and 
streamlined  modernization  for  the  smaller  HAs  (less  than  250  units)  by:  eliminating 
unnecessary  application  requirements  and  detail;  providing  new  flexibility  in 
applying  for  funds;  streamlining  application  processing  requirements  for  HUD  Field 
staff;  expediting  the  fund  obligation  process  by  HUD;  and  reducing  reporting 
requirements  from  quarterly  to  semi-annually.   See  Attachment  4. 

Sent  a  memorandum  to  all  Regional  Offices  on  April  22,  1993,  which  requested 
that  they  establish  obligation  targets  for  FY  1990  and  prior  year  CIAP  funds,  FY 
1991  CIAP  funds  and  FY  1992  CIAP  funds  for  the  reporting  period  ending 
September  30,  1993.   See  Attachment  5. 

Held  numerous  conference  calls  with  Regional  Office  staff  regarding  the  status  of 
the  modernization  pipeline  and  Regional/Field  efforts  to  provide  technical 
assistance  to  those  HAs  with  the  largest  pipelines. 
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Amount  by  which  Pipeline  Has  Been  Reduced  in  Prior  12-Month  Periods 

HA  capacity  to  obligate  approved  modernization  funds  during  a  12-month  period  has 
dramatically  increased  since  1987.  The  following  table  shows  the  amount  by  which  the 
pipeline  was  reduced  (amount  of  funds  obligated)  and  the  percentage  increase  in  funds 
obligated  since  1987  during  prior  12-month  periods: 


12-Month  Period 

Amount  Pipeline 
Reduced  (Funds 
Oblieated,l 

%  Increase 
Since  1987 

%  Increase 
Since  1990 

10/1/92  -  9/30/93 

$2,255.7  million 

174.7% 

48.6% 

10/1/89  -  9/30/90 

$1,517.9  million 

84.9% 

10/1/88  -  9/30/89 

$1,266.9  million 

54.3% 

10/1/87  -  9/30/88 

$1,066.6  million 

29.9% 

10/1/86  -  9/30/87 

$   821.1  million 

Note:  Data  for  the  12-month  period  ending  9/30/91  are  not  available;  therefore,  there 
is  no  starting  point  for  the  12-month  period  10/1/91  -  9/30/92,  resulting  in  a  24- 
month  gap  in  data  (10/1/90  -  9/30/92). 
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Assistant  Secretary  for  Public  and  Indian  Housing  and/or  his  executive  staff,  with 
Regional  and  Field  Office  staff,  met  with  three  HAs  with  large  pipelines  For  the 
purpose  of  providing  special  technical  assistance  and  monitoring  progress.   A 
meeting  with  the  New  York  City  Housing  Authority  was  held  in  May  1993. 
Meetings  with  the  Puerto  Rico  Housing  Authority  and  the  Virgin  Islands  Housing 
Authority  were  held  in  July  1993. 

Worked  with  a  statutory  and  regulatory  review  task  force,  composed  of  HUD  and 
HA  staff,  to  review  the  facilities  management  aspect  of  public  housing.   From  this 
task  force,  additional  recommendations  regarding  simplification  of  the  CGP  have 
emerged  and  will  be  implemented  within  the  near  future. 

In  collaboration  with  the  National  Association  of  Housing  and  Redevelopment 
Officials  (NAHRO),  conducted  9  training  sessions  for  342  HA  staff  and  81  HUD 
staff  on  procurement  requirements  during  FY  1993.    It  is  anticipated  that  9  training 
sessions  will  be  conducted  during  FY  1994.   Such  training  improves  HA  capability 
to  obligate  funds. 

Issued  Notice  PIH  93-47  on  September  16,  1993,  which  informed  HAs  that  the 
method  of  requisitioning  CIAP  funds  approved  in  FY  19S7  and  subsequent  years 
would  be  converted  to  the  Line  of  Credit  Control  System/Voice  Response  System 
(LOCCS/VRS),  effective  December  1,  1993.   The.  conversion  reduces  the  time 
required  for  the  Department  to  process  and  approve  payment  and  for  HAs  to 
receive  payments.   See  Attachment  6. 

Issued  Notice  PIH  93-50  on  September  2S,  1993,  which  provided  guidance  to 
expedite  HA  procurement  of  goods  and  services.   See  Attachment  7. 

In  September  1993,  contracted  with  the  U.S.  Army  Corps  of  Engineers  to  conduct 
inspections  of  modernization  work  in  progress  and  review  contract  administration. 
Inspections  are  expected  to  begin  in  early  Spring  1994.   To  the  extent  that  problems 
are  identified  through  these  inspections,  HUD  will  be  in  a  better  position  to 
provide  technical  assistance  needed  to  expedite  the  pipeline. 

Issued  Notice  PIH  93-55  on  October  27,  1993,  which  informed  HAs  that  the 
requisition  system  (LOCCS/VRS)  was  being  modified  effective  January  4,  1994,  to 
require  all  HAs  with  modernization  in  progress  to  provide  data  on  the  amount  of 
funds  obligated  and  expended  on  a  quarterly  basis.   This  enables  HUD  staff  to 
analyze  performance  data  and  provide  necessary  technical  assistance  to  move  the 
modernization  pipeline.   See  Attachment  8. 
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Sent  a  memorandum  to  all  Regional  Offices  on  October  27,  1993,  which  requested 
that  the  Regions  take  specific  action  with  regard  to  HAs  which  did  not  meet  their 
fund  obligation  targets  for  September  30,  1993;  also,  requested  that  Regional 
Offices  report  actual  obligation  amounts  against  the  target  obligation  amounts.   See 
Attachment  9. 

In  January  1994,  established  the  Headquarters'  Office  of  Distressed  Public  Housing 
and  Troubled  PHAs.   Staff  members  are  assigned  exclusively  to  oversee  Troubled 
Housing  Authorities.   In  addition,  through  the  Vacancy  Reduction  Program  which 
calls  for  an  assessment  of  high  vacancy  HAs,  HAs  have  been  provided  with  outside 
technical  assistance  to  reduce  vacancies. 

Issued  Notice  PIH  94-5  on  January  21,  1994,  which  will  expedite  HA  access  to  the 
FY  1994  CGP  funds  by  permitting  HAs  to  plan  on  the  basis  of  their  FFY  1993 
formula  amount  (holding  meetings  with  residents  and  conducting  the  annual  public 
hearing).   See  Attachment  10. 

Note:   HUD  will  not  mandate  a  specific  date  for  the  FY  1994  CGP  annual 
submissions.    HAs  may  immediately  submit  documents  necessary  for  the  allocation 
of  FY  1994  funds  as  soon  as  the  presumptive  formula  amount  is  provided  in 
February  1994. 

Published  a  proposed  CGP  rule  on  March  8,  1994,  in  collaboration  with  the 
industry  groups,  with  the  following  changes  designed  to  expedite  the  funding  and 
implementation  process:  fungibility  of  work  items  within  the  Five-Year  Action  Plan 
for  greater  flexibility;  early  notification  of  formula  amounts;  earlier  conduct  of 
meetings  with  residents  and  the  annual  public  hearing;  and  adjustments  due  to 
successful  appeals  of  formula  amounts.   See  Attachment  11. 

Prepared  a  Notice,  now  in  Departmental  clearance,  which  provides  instructions  to 
HAs  on  how  to  use  their  oldest  modernization  funds  first,  in  order  to  move  the  pre- 
1991  pipeline  and  complete  and  close  out  older  modernization  programs. 

Entered  into  a  Performance  Agreement  with  President  Clinton  which  establishes 
the  goal  that,  by  September  30,  1994,  HUD  will  reduce  the  unobligated  and 
unexpended  balances  of  FY  1992  modernization  funds  to  30%  anor55%, 
respectively,  of  all  FY  1992  funds  reserved.  Therefore,  all  FY  1992  funds  must  be 
70%  obligated  and  45%  expended  by  September  30,  1994  to  meet  this  target. 


400 


Answer:  When  comparing  the  coat  effectiveness  of  public  bousing  vs. 
Section  8  existing/vouchers,  public  housing  is  more  costly  in  the  short  term, 
less  costly  at  mid-term,  and  much  less  costly  over  the  long  term. 

Public  housing  units  cost  between  $70,000  and  $80,000  to  build,  which  is 
a  grant.   They  get  about  $1,600  per  year  in  operating  subsidy.   They  are 
comprehensively  modernized  about  every  20  years  at  a  cost  of  $10,000  to 
$20,000. 

For  about  15  years,  section  8  is  less  costly;  then  the  two  programs  are 
about  even.   At  16-to-18  years,  public  housing  is  less  costly  and  becomes 
progressively  less  costly,  even  when  factoring  in  modernization. 

Finally,  with  public  housing  the  Public  Bousing  Authorities  own  the  unit 
and  the  land  on  which  its  constructed.  With  Section  8,  the  PBA  owns  nothing. 
If  a  public  housing  unit  costs  $75,000  to  develop  and  $15,000  to  modernize,  it 
costs  $107,000  at  20  years  vs.  $132,000  for  a  Section  8  unit.   At  30  years, 
the  public  housing  unit  has  cost  $138,000  and  the  Section  8  unit  $198,000. 

Mr.  HcDade  #13 

Improving  Public  Housing 

Question:   In  Creating  Communities  of  Opportunity,  the  Department  calls 
the  "improving  of  public  housing"  a  high  priority  for  fiscal  year  1994  and 
promises  to  transform  "dozens"  of  public  housing  projects  into  safe  and 
attractive  developments.   However,  with  over  10,000  developments  nationwide, 
isn't  the  goal  of  "dozens"  a  little  conservative,  given  the  need  for 
modernization? 

Answer:   The  Department  has  made  a  commitment  to  turning  around  as  many 
severely  distressed  public  housing  developments  as  our  resources  will  allow. 
In  fiscal  years  1993  and  1994  combined,  the  congress  appropriated  slightly 
over  $1.1  billion  to  turn  around  34  distressed  public  housing  developments 
under  the  HOPE  VI  Demonstration.   In  addition,  the  Congress  continues  to 
appropriate  funds  for  the  modernization  of  all  public  housing.   PHAs  and  their 
localities  have  developed  comprehensive  plans  to  address  the  physical  needs  of 
all  their  projects  under  CGP,  which  provided  $2,685  billion  in  fiscal  year 
1994  and  for  which  $2,377  billion  is  requested  for  fiscal  year  1995. 

Question:   In  the  process  of  transforming  housing  developments,  where 
would  you  start  and  what  criteria  would  you  use  to  determine  which 
developments  are  most  needy  versus  those  that  can  wait  until  succeeding  years? 

Answer:   In  implementing  the  HOPE  VI  demonstration  program,  the 
Department  followed  the  legislative  direction  by  making  the  program  available 
only  to  public  housing  authorities  in  the  40  most  populous  cities  in  the 
United  States.   Further,  the  Department  chose  to  utilize  the  definition  of 
what  constitutes  severely  distressed  (as  compared  to  the  citywide  information) 
articulated  by  the  National  Commission  on  Severely  Distressed  Public  Housing; 
families  living  in  distress,  incidence  of  serious  crimes  in  the  development, 
barriers  to  managing  the  environment,  and  physical  deterioration  of  the 
buildings.   Once  a  development  was  considered  to  be  severely  distressed,  the 
Department  evaluated,  rated,  and  ranked  each  proposal  using  the  following 
criteria:   extent  of  need  for  revitalization;  potential  impact  of  the  plan; 
capabilities  of  the  applicant,  extent  of  resident  involvement;  extent  of 
involvement  of  local  public  and  private  entities;  and  quality  of  the  community 
service  component.   The  highest  scored  applicants  were  selected  to  participate 
in  the  HOPE  VI  program  based  on  these  criteria.   PHAs  and  their  localities 
decide  which  projects  in  their  jurisdictions  should  be  submitted  for  HOPE  VI 
funding,  which  should  be  modernized  under  the  CGP,  and,  within  the  CGP,  the 
priority  of  funding. 

Mr.  McDade  #14 

Public  Housing  Replacement 

Question:   PHAs  cannot  demolish  projects  that  they  believe  are  beyond 
salvage  unless  they  have  approved  plans  for  replacing  those  projects  with 
viable  housing  units  on  a  one-for-one  basis.   However,  projects  that  should  be 
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demolished  are  often  not  inhabitable,  and  if  they  are  left  vacant  they  will 
deteriorate  further  to  the  point  that  they  are  classified  by  BUD  as  "de  facto 
demolished."   if  a  pha  allows  de  facto  demolition  before  a  plan  for 
replacement  housing  is  approved,  the  PHA  is  subject  to  being  sued  by  HUD  for 
violating  the  one -for -one  requirement.   To  avoid  allowing  vacant  properties  to 
demolish  themselves,  the  subcommittee  has  learned  that  has  have  used 
modernization  funds  to  keep  the  building  temporarily  intact.   However,  this 
could  be  looked  on  as  an  improper  use  of  these  funds. 

Are  you  aware  of  PHAs  using  modernization  funds  to  avoid  de  facto 
demolition  until  demolition/disposition  applications  can  be  acted  on  by  HUD? 
If  so,  to  what  extent  does  this  occur?  What  controls  of  safeguards  in  the 
Comprehensive  Grant  or  the  CIAP  programs  exist  to  prevent  misuse  or 
inappropriate  use  of  modernization  funds? 

Answer:   A  Housing  Authority  (HA)  is  required  under  its  Annual 
Contributions  Contract  (ACC)  with  HUD  to  keep  its  units  decent,  safe  and 
sanitary.   Therefore,  until  a  development  or  a  portion  of  the  development  is 
approved  by  the  Assistant  Secretary  for  demolition  or  disposition  and  the 
remaining  residents,  if  any,  are  relocated,  an  HA  is  expected  to  keep  all  of 
its  units  occupied  in  decent,  safe  and  sanitary  condition.   In  an  emergency 
situation  where  conditions  arise  that  are  an  imminent  threat  to  the  life, 
health,  and  safety  of  the  residents,  an  HA  should  determine  whether  emergency 
repairs  are  appropriate  and,  if  not,  obtain  Field  Office  permission  to  vacate 
immediately  the  affected  units.  An  HA  is  required  to  use  the  funds  at  its 
disposal,  including  operating  subsidy  and  modernization  funds,  to  operate  and 
maintain  all  units  under  the  ACC  until  such  time  as  the  units  are  approved  for 
demolition  or  disposition  and  vacated. 

Further,  not  all  units  proposed  for  demolition  or  disposition  are 
obsolete  as  to  physical  condition.   Many  of  the  applications  submitted  to  the 
Department  are  from  HAs  requesting  approval  of  partial  demolition  of  a 
development  based  on  the  need  to  reduce  a  development's  density  or  to  allow 
access  of  emergency  and  police  and  fire  vehicles,  thereby  assuring  the  useful 
life  of  the  remainder  of  the  development. 

Section  18(d)  of  the  U.S.  Bousing  Act  of  1937,  as  amended,  requires  that 
an  HA  take  no  action  to  demolish  or  dispose  of  a  development  or  portion  of  a 
development  until  such  time  as  the  BA's  application  has  been  approved  by  the 
Assistant  Secretary.   This  statutory  requirement  further  supports  the 
Department's  position  that  has  are  to  continue  to  maintain  developments  until 
such  time  as  demolition  or  disposition  is  approved. 

Therefore,  we  do  not  agree  that  spending  modernization  funds  on  units  for 
which  the  ha  has  submitted  an  application  to  demolish  or  dispose,  is  an 
improper  use  of  those  funds.  As  to  the  extent  of  the  described  practice,  we 
have  no  information  to  assist  us  in  responding  to  this  question.  Also,  it 
should  be  noted  that  the  Department  does  not  currently  have  in  place  a 
procedure  for  categorizing  units  as  de  facto  demolition  units  or  imposing 
penalties  on  HAs  for  such  actions. 

Mr.  McDade  *16 

Staffing  Issues  for  6NHA 

Question i   In  1968,  the  Government  National  Mortgage  Association  (GNMA) 
was  created  as  a  government-owned  corporation  with  BUD  responsible  for 
activities  such  as  providing  Federal  subsidies  to  borrowers  to  make  housing 
more  affordable  and  implementing  a  mortgage -backed  securities  program 
primarily  for  fha  and  VA  mortgages.  As  of  September  30,  1992,  gnma  had 
$426  billion  worth  of  mortgage-backed  securities  outstanding  on  which  they 
guarantee  the  timely  payment  of  principal  and  interest.  The  full  faith  and 
credit  of  the  U.S.  Government  is  pledged  to  pay  losses  up  to  this  amount  if 
GNMA  security  issuers  default. 

GNMA  operates  like  other  organizational  units  of  BUD  and  its 
administrative,  budgetary,  and  staffing  decisions  are  integrated  with  those  of 
BUD.  However,  as  a  Government  corporation,  GNMA  reimburses  BUD  for  all  of  its 
personnel  and  administrative  expenses. 
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In  June  1993,  GAO  issues  a  report  on  GNMA  (GAO/RCED-93-100,  copy 
attached)  and  subsequent  testimony  on  October  29,  1993  (GAO/T-RCED-94-67,  copy 
attached)  which  examined  management  problems  and  gnma-b  response  to  them.   The 
report  concluded  that  GNMA  does  not  have  sufficient  staff  to  properly  manage 
its  current  workload.   To  ensure  that  GNMA  has  the  flexibility  to  manage  its 
growing  workload,  respond  to  changing  markets,  and  create  new  products,  we 
recommended  that  OMB  and  BUD  work  together  to  consider  GNMA's  staffing  needs 
and  provide  for  those  needs  without  regard  to  personnel  limitations  imposed  on 
BUD.   What  is  the  status  of  BUD's  response  to  GAO's  recommendation? 

Answer:   Secretary  cisneros  responded  to  the  GAO  report  entitled 
"Government  National  Mortgage  Association:   Greater  Staffing  Flexibility 
Needed  to  Improve  Management"  (GAO/RCED-93-100),  by  letter  on 
February  3,  1994.   A  copy  is  attached.   Subsequent  to  the  issuance  of  the  GAO 
report,  began  a  reengineering  and  redesign  process  in  order  to  analyze  the 
efficiency  of  the  existing  organization  and  infrastructure.   GNMA  anticipates 
that  this  approach  will  facilitate  optimizing  its  operations  and  resources  to 
support  current  and  future  Federal  housing  initiatives.   This  reengineering 
and  redesign  process  includes  the  ideas,  thoughts,  and  participation  of  the 
entire  GNMA  staff  and  is  facilitated  by  BUD  management  experts  from  the  Office 
of  Management  and  Planning  within  the  Office  of  Administration.   This  process 
is  well  under  way  and  a  draft  report  is  expected  to  be  received  by  GNMA 
Management  in  the  early  part  of  July  1994. 

Once  this  report  is  received,  GNMA  management  will  act  expeditiously  to 
reorganize  while  insuring  GNMA  accomplishes  its  mission  in  a  safe  and  sound 
manner.   At  that  time,  Dwight  Robinson,  the  President  of  GNMA  will  review  the 
entire  staffing  issue  with  Secretary  Cisneros. 

Further,  in  order  to  address  contract  monitoring  and  oversight  issues, 
GNMA  has  hired  a  Senior  Contracting  Specialist  and  she  reported  on 
May  31,  1994. 

GNMA  staffing  will  increase  to  72  FTE  in  1995  from  65  FTE  in  1993.   This 
staffing  increase  is  displayed  primarily  in  the  Office  of  Mortgage -Backed 
Securities;  however  actual  development  will  reflect  the  results  of  the 
reengineering  effort  which  is  currently  underway. 
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U.S.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

THE  SECRETARY 

WASHINGTON.  D.C.  204 100001 

February  3,  199  4 

Honorable  Paul  S.  Sarbanes 
Chairman,  Subcommittee  on  Housing 

and  Urban  Affairs 
Committee  on  Banking,  Housing, 

and  Urban  Affairs 
United  State  Senate 
Washington,  DC   20510-6077 

Dear  Mr.  Chairman: 

The  General  Accounting  Office  has  requested  that  the 
Department  'comment  on  the  GAO  report  entitled,  "Government 
National  Mortgage  Association:   Greater  Staffing  Flexibility 
Needed  to  Improve  Management"  (GAO/RCED-93-100 ) .   Citing  a 
recent  HUD-funded  study,  the  report  concludes  that  Government 
National  Mortgage  Association  (GNMA)  needs  more  staff,  and 
recommends  that  HUD  and  Office  of  Management  and  Budget  (OMB) 
work  together  to  consider  GNMA's  staffing  needs  without  regard  to 
overall  personnel  limitations  imposed  on  HUD. 

Mr.  Dwight  P.  Robinson  was  recently  confirmed  as  President 
of  GNMA.   One  of  his  first  priorities  is  to  explore  ways  to 
provide  sufficient  staff  to  carry  out  GNMA  functions  and  report 
his  findings  to  me .   I  will  consider  the  findings  in  his  report 
as  I  make  decisions  about  the  allocation  of  HUD  staff. 

It  is  the  Department's  intention  to  keep  GNMA.  operating  in  a 
safe  and  sound  manner  as  a  viable,  effective  instrument  for 
increasing  mortgage  credit  availability  to  FHA  and  VA  homebuyers . 
I  will  keep  you  advised  .of  our  progress." 

Thank  you  for  the  opportunity  to  comment  on  GAO's  report  on 
this  important  matter. 


Sincerely, 
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/i  A    sty  -<~Ct   Ceyz^r 

U.  S.  Department  ol  Housing  and  Urban  Development  tfyf  -  JTi*  V-5j7?, 

Washington.  DC.  20JKM50O 

July  26,  1993 


CFflCE  OF  INSPECTOa  GENERAL 


MEMORANDUM  FOR:   The  Secretary 

FROM:   Johh  J(T  Qjnnors,  Deputy  Inspector  General,  ZD 

SUBJECT:   INFORMATION — GAO  Published  Report,  "Government  National 
Mortgage  Association:  Greater  Staffing  Flexibility 
Needed  to  Improve  Management"  (GNMA-1205) 

GAO  issued  the  subject  report  on  their  review  of  certain 
activities  of  the  Department's  Government  National  Mortgage 
Association  (GNMA) .   The  review  was  requested  by  the  Chairman, 
Subcommittee  on  Housing  and  Urban  Affairs,  Senate  Committee  on 
Banking,  Housing  and  Urban  Affairs. 

GAO's  report:   (1)  provides  information  on  how  GNMA  has 
evolved  to  accomplish  its  mission,  (2)  identifies  recent 
management  problems  experienced  by  GNMA  in  overseeing  its 
issuers,  and  (3)  examines  GNMA's  response  to  its  management 
problems.   Attached  for  your  information  is  a  copy  of  the 
report's  results  of  audit,  including  recommendations  made  to  you 
and  the  Director,  Office  of  Management  and  Budget,  and  a  matter 
for  Congressional  consideration. 

The  OIG  has  been  actively  involved  in  reviewing  GNMA's 
programs.   Our  March  1993  report  on  "Government  National  Mortgage 
Association,  Audit  of  Fiscal  Year  1992  Financial  Statements" 
(93-FO-171-0002)  ,  contained  recommendations  to  improve  weaknesses 
partly  attributable  to  constraints  on  GNMA's  staffing.   We  are 
currently  conducting  a  review  of  GNMA's  use  of  contractors.   We 
anticipate  issuing  a  draft  report  in  late  August  1993.   In 
addition,  the  OIG  participated  with  management  consultants  in 
completing  the  "GNMA  Capacity  Study."   The  January  1993  final 
report  contained  recommendations  to  address  concerns  over 
staffing  levels  as  well  as  provide  a  basis  for  improvements  in 
GNMA  operations. 

GNMA  is  preparing  a  response  in  accordance  with 
Handbook  2000.6  REV  2,  Chapter  10.   We  have  provided  a  copy  of  . 
the  report  to  the  Chief  Financial  Officer  and  GNMA's  Audit 
Liaison  Officer.   A  copy  is  also  maintained  by  the  Executive 
Secretariat  (Control  Number  GA  SXE  334839M) . 


405 


Should  your  staff  have  any  questions,  please  have  them 
contact  Chris  Greer,  Assistant  Inspector  General  for  Audit,  on 
70S-0364. 

Attachment 
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RpSlllt^  in  RlTPf  Although  gnma's  basic  mission  of  supporting  affordable  housing  has 

remained  the  same  over  time,  the  way  it  operates  has  changed 
substantially.  In  its  early  years,  gnma  was  primarily  involved  in  providing 
interest  rate  subsidies  on  mortgage  loans  to  benefit  low-  and 
moderate-income  borrowers  who  were  not  being  served  by  the  private 
sector.  Subsequently,  in  the  1970s  gnma  pioneered  the  mortgage-backed 
security  (Ginnie  Maes),  which  attracted  investment  capital  to  the  mortgage 
market  that  could  be  loaned  to  homebuyers  for  nu-insured  and 
VA-guaranteed  mortgages.  Ginnie  Maes  have  been  successful  in  attracting 
capital  that  has  helped  finance  about  14  million  American  homes. 

In  the  mid-1950s,  gnma  began  experiencing  difficulties  in  monitoring  the 
financial  health  of  its  issuers.  Because  of  weaknesses  in  its  oversight  of 
issuers,  GNMa  could  not  respond  promptly  to  declines  in  regional  real 
estate  markets  and  other  factors  that  financially  weakened  some  of  its 
issuers.  As  a  result,  since  fiscal  year  19S7  CNMA,  while  remaining  profitable, 
has  become  the  manager  of  about  S  18.7  billion  in  assets  (mortgages) 
acquired  from  issuers  who  were  unable  to  pay  investors,  thereby 
increasing  the  federal  government's  exposure  to  loss.  While  the  extent  of 
the  losses  that  have  been  or  will  be  sustained  by  CNMA  is  not  yet  known, 
CNMA  increased  its  loss  reserves  (estimate  of  probable  future  losses)  to 
S629  million  in  fiscal  year  1989 — up  from  $44.8  million  3  years 
earlier — primarily  because  of  issuer  defaults. 

Eeginning  in  1989,  gnma  began  improving  its  oversight  capability  and 
taking  steps  to  minimize  potential  losses.  It  developed  a  comprehensive 
management  information  system  and  started  regular  reviews  of  the 
hundreds  of  issuers  that  sell  Ginnie  Maes.  Most  of  these  improvements 
were  made  by  hiring  numerous  contractors,  because  KUD's  staffing 
limitations  prevent  CNMA  from  hiring  additional  employees.  This 
inflexibility  in  staffing  has  created  other  concerns  for  CNMA  managers. 
They  have  not  been  able  to  adequately  monitor  their  contractors'  activities 
and  have  been  unable  to  respond  to  changing  market  conditions  by 
creating  new  products  that  could  provide  lower  financing  costs  for  fha 
and  va  homebuyers.  .  _ 
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Conclusions 


GNMA  has  successfully  supported  financing  for  low-  and  moderate-income 
housing  and  at  the  same  time  generated  revenues — SI. 4  billion  during  a 
recent  6-year  period  afterpaying  its  operating  costs.  However,  despite 
gnma's  status  as  a  government-owned  corporation  and  the  large  federal 
liability  inherent  in  its  operations — S426  billion — gnma's  managers  have 
limited  authority  in  adding  personnel  to  manage  their  assets. 

What  gnma  does  have  is  flexibility  to  obtain  contractor  personnel. 
Consequently,  when  gnma  began  to  experience  problems  in  monitoring  it 
issuers  and  issuers  began  to  default  on  payments  to  investors,  gnma  had  t 
rely  on — as  it  continues  to  rely  on — contractors  to  develop  and  operate 
management  information  systems,  manage  and  dispose  of  acquired 
mortgage  portfolios,  and  monitor  issuers.  While  contractors  are  needed  f< 
carrying  out  many  of  gnma's  functions,  gnm\  must  have  the  core 
capability — a  sufficient  number  of  trained  and  experienced  staff — to 
properly  manage  and  be  accountable  for  its  work. 

However,  hud's  recent  staffing  study  concluded  that  gnma  does  not  have 
sufficient  staff  to  properly  manage  its  current  work  load  and  would  need 
yet  more  staff  to  implement  new  initiatives.  Providing  additional  staff  to 
GNMA  by  taking  such  staff  from  other  hud  programs  could  adversely  affect 
HUD  programs  in  that  hud  currently  has  insufficient  staff  resources  to 
Derform  necessary  functions,  according  to  hud's  o.'G. 

GNMa's  staffing  needs  need  to  be  considered  without  regard  to  hud's 
personnel  limitations.  If  gnma's  staffing  needs  continue  to  be  tied  to  hud's 
personnel  ceilings,  the  2gency  may  not  be  able  to  focus  on  areas  of  risk 
and  exposure  to  the  extent  it  should  and  may  experience  difficulties  in 
responding  to  future  management  challenges.  Moreover,  GNMA  could 
experience  difficulties  competing  in  a  changing  secondary  mortgage 
market. 


Recommendations  to 
the  Secretary  of  HUD 
and  the  Director,  OMB 


To  ensure  that  gnma  has  the  flexibility  to  manage  its  growing  work  load, 
respond  to  changing  markets,  and  create  new  products,  we  recommend 
that  the  Secretary  of  hud  and  the  Director,  omb,  work  together  to  consider 
gnma's  staffing  needs  and  provide  for  those  needs  without  regard  to 
personnel  limitations  imposed  on  hud. 

We  also  recommend  that  the  Secretary  of  hud  report  to  the  Congress 
within  60  days  of  the  issuance  of  this  report  on  the  options  that  it  and  omb 
have  considered  and  the  actions  they  have  taken  to  provide  gnma  with  the 
resources  it  needs  to  operate  in  a  business-like  manner  while  reducing  the 
overall  financial  risk  to  the  federal  government. 


Matters  for 

Congressional 

Consideration 


The  Congress  should  monitor  hud's  and  omb's  efforts  to  resolve  gnma's 
staffing  problems.  If  hud  and  omb  do  not  resolve  this  problem,  the 
Congress  may  wish  to  consider  directing  them  to  provide  GNMA  with  the 
necessary  staff  without  regard  to  hud's  personnel  budget. 
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Mr.  Delay  #1 

Unobligated  Balances 

Question:  According  to  your  own  assessment,  BUD,  at  the  close  of  fiscal 
year  1993  had  an  unobligated  balance  of  $32.2  billion.   HUD  uses  a  convenient 
tool  classifying  funds  that  have  been  committed  but  not  obligated  as 
"reserved."   Of  the  $32.2  billion  unobligated,  $17.4  billion  falls  into  this 
reserved  category  and  a  total  of  $14.3  billion  is  unobligated  and  unreserved. 
Bow  much  of  the  unobligated  and  unreserved  money  will  be  recaptured  in  fiscal 
year  1995?  How  much  of  the  recaptures  will  be  plowed  back  into  the  same 
accounts  and  how  much  will  be  reprogrammed  into  different  accounts  or  used  to 
fund  the  new,  but  unauthorized  programs  you're  requesting?  Could  you  provide 
a  chart  for  the  record? 

Answer:   Of  the  total  unobligated/unreserved  funds,  $463  million  is 
expected  to  be  recaptured  during  1995,  reflected  below: 

(in  Millions) 

Other  Assisted  Bousing $338 

Community  Development  Action  Grants ....  6 

Borne 29 

Urban  Development  Action  Grants 90 

Total 463 

The  recaptures  in  the  Other  Assisted  Housing  account  (those  that  do  not 
lapse)  reflect  approximately  $32  million  of  recaptures  from  insurance 
terminations  on  Section  236  projects,  $66  million  recaptured  as  a  result  of 
prepayment  of  mortgages  on  section  236  projects,  and  $234  million  of 
recaptures  resulting  from  refinancing  Section  235  mortgages.   Of  these 
recaptures,  $50  million  will  be  used  to  continue  the  Section  235  refinancing 
program,  while  $288  million  will  be  rescinded. 

By  law,  recaptures  that  may  be  realized  in  the  Community  Development 
Grants  and  HOME  programs  will  remain  available  for  use  in  their  same 
respective  accounts . 

The  $90  million  estimated  to  be  recaptured  in  Urban  Development  Action 
Grants  has  been  authorized  to  be  used  in  the  new  Economic  Development  Grants 
program  in  fiscal  year  1995.   This  new  program  is  authorized  by  section  232  of 
the  Multifamily  Housing  Property  Disposition  Reform  Act  of  1994.   However,  the 
Budget  Amendment  forwarded  to  Congress  on  May  16,  1994  proposes  that  this 
$90  million,  along  with  another  $10  million  of  unobligated  balances,  be 
transferred  to  the  Annual  Contributions  account. 

Mr.  DeLay  #2 
Unobligated  Balances 

Question:   In  the  face  of  very  tight  budgets,  since  BUD  has  a  balance  of 
over  $14  billion  in  unobligated  and  unreserved  funds,  shouldn't  this 
subcommittee  apply  this  amount  to  BUD's  fiscal  year  1995  request? 

Answer:   For  BUD's  discretionary  program  accounts,  the  total 
unobligated/unreserved  balance,  at  the  end  of  fiscal  year  1993,  was 
$4.1  billion.   These  unused  funds  were  carried  over  into  fiscal  year  1994  and 
virtually  all  are  being  committed  to  specific  projects  and  activities  during 
the  current  year.   Consequently,  these  funds  will  not  be  available  for 
commitment  in  fiscal  year  1995,  as  an  offset  to  new  budgetary  resources. 

In  addition  to  the  carryover  of  the  $4.1  billion  for  discretionary  grant 
and  subsidy  programs,  the  Department  also  had  a  carryover  balance  of 
$9.2  billion  for  mandatory  programs.  Essentially,  this  represents  amounts 
within  liquidating  and  insurance  fund  accounts  which  are  not  available  for  new 
grants  and  subsidies. 
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The  Department  shares  the  Committee's  concerns  about  the  large 
uncommitted  balance  at  the  end  of  1993  and  we  are  working  to  make  sure  that 
appropriated  funds  are  used  as  expeditiously  as  possible.   The  first  year  of 
the  new  Administration  was  a  time  to  reexamine  options  and  priorities,  which 
necessarily  slowed  the  rates  of  obligation.  We  do  not  expect  the  situation  to 
reoccur  in  fiscal  years  1994  and  1995. 

Mr.  DeLay  #3 

Mismanagement/Program  Proliferation 

Question:   Mr.  Secretary,  I  have  to  say  I  am  greatly  distressed  by  the 
fact  that  you  seem  to  be  blatantly  ignoring  the  well-earned  and  well- 
documented  track  record  and  reputation  at  HUD,  that  being  an  agency  fraught 
with  waste,  management  and  inefficiency.   The  fiscal  year  1994  Senate 
appropriations  subcommittee  report  regarding  HUD  was  quite  clear.   It  states, 
HUD's  "insatiable  demand  for  new  and  additional  programs  cannot  continue.   Too 
many  programs  already  exist.   And  this  burdensome  number  of  programs  requires 
too  much  paperwork  and  too  much  of  an  administrative  burden  for  both  HUD  and 
program  recipients."   HUD  currently  has  215  programs  it  cannot  seem  to  manage 
effectively. 

Just  a  few  months  ago,  Charles  Bowsher,  head  of  the  GAO  revealed  that  HUD 
has  been  added  to  its  list  of  "high  risk"  agencies  -  this  is   the  firBt   time  an 
entire  Cabinet-level   department  has  been  put  on  the  list.      In  his  testimony  to 
the  Senate  Government  Affairs  Committee,  Mr.  Bowsher  stated  that,  "HUD  has  had 
a  history  of  fundamental  management  and  organization  problems  that  put 
billions  of  [taxpayer]  dollars  at  risk:   an  organizational  structure  that 
blurs  accountability;  inadequate  information  and  financial  management  systems 
which  make  it  much  more  difficult  to  establish  adequate  internal  controls;  and 
staff  without  the  skills  needed  to  effectively  manage  programs." 

—  Why  have  you,  then,  proposed  in  your  budget  request  for  fiscal  year 
1995,  the  creation  of  18  new  programs?  And  just  a  few  days  ago  you 
announced,  with  great  fanfare,  the  introduction  of  your  new 
authorization  package  with  113  new  provisions  creating  more  new 
programs . 

—  Do  you  disagree  with  the  language  in  last  year's  report  directing  HUD 
to  consolidate  and  simplify  its  programs  to  quell  its  insatiable 
demand  for  new  and  additional  programs? 

—  How  do  you  justify  cutting  53.8  billion  from  current  programs, 
threatening  their  effectiveness,  to  fund  18  new  programs? 

Answer:   Before  answering  the  three  specific  parts  of  your  question,  I 
want  to  make  a  few  general  observations . 

We  take  very  seriously,  and  in  fact  agree  with,  the  concerns  raised  by 
Congress  and  others  that  HUD  has  too  many  programs  to  operate  and  that  the 
Department  has  not  administered  its  programs  effectively  in  the  past.   We 
realize  we  need  to  demonstrate  our  ability  to  manage  our  agency  effectively, 
to  justify  new  budget  and  legislative  authorities.  Very  shortly  after  the  new 
management  team  came  to  HUD  in  1993,  we  began  the  process  of  redefining  and 
reinventing  HUD,  so  that  the  Department  could  once  again  play  a  positive  role 
in  promoting  affordable  housing  and  community  and  economic  development — and 
enjoy  the  confidence  of  the  Congress  and  the  American  people. 

We  began  by  realizing  that  HUD  needed  a  clear  sense  of  mission:   that  HUD 
was  an  organization  that  built  neighborhoods  and  partnerships,  rather  than 
just  "units"  and  projects."  We  needed  to  focus  our  efforts  on  real,  lasting 
results  that  helped  people,  not  simply  on  narrow  and  isolated  procedural 
accomplishments . 
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We  also  knew  that  we  had  to  make  HUD  "user-friendly."  The  culture  of 
micromanagement  that  resulted  from  Congress '  distrust  of  the  agency  and  a 
bureaucratic  "gotcha"  mentality  had  created  frustration  and  discontent  among 
HUD  customers  and  obstructed  the  delivery  of  basic  services. 

Finally,  the  Department's  organizational  structure  itself  had  become  an 
impediment  to  progress.  This  was  particularly  true  of  HUD's  Field  structures, 
which  caused  initiatives  in  Washington  to  fail  to  bear  fruit  in  the  Field. 

The  transformation  of  HUD  into  an  agency  that  has  the  capacity  to  solve 
the  problems  of  urban  America  is  occurring  on  several  levels,  and  it  is 
comprehensive  change. 

We  have  clearly  articulated  our  mission  of  helping  people  create 
communities  of  opportunity.   We  are  forging  new  partnerships  with  States  and 
local  governments  and  private  sector  entities  to  more  effectively  tailor  our 
assistance  programs  to  meet  local  needs.   We  are  also  working  more 
efficiently.   As  a  result  of  HUD's  Field  reorganization,  announced  April  15,  a 
level  of  bureaucracy  has  been  removed,  headquarters  and  Field  reporting 
relationships  have  been  revised,  and  there  is  a  greater  degree  of 
accountability  in  ensuring  positive  program  results. 

In  addition,  and  perhaps  more  important  to  this  Committee,  we  have  a 
better  focus.   We  have  identified  our  six  priorities,  which  were  discussed  in 
my  testimony,  and  they  guide  every  decision  of  the  Department.   One  of  those 
priorities  relates  to  management  reform.   The  Department  is  moving  to  correct 
its  systemic  deficiencies — the  lack  of  adequate  information  systems,  the 
absence  of  internal  controls  and  the  mismatch  between  resource  needs  and 
trained  personnel — and  the  Department  will  remain  fully  committed  to  systems 
development  and  strategic  performance  planning  until  our  problems  are 
corrected . 

We  also  acknowledge  and  respect  the  importance  that  is  placed  on  program 
consolidation  and  termination.   We  are  planning  to  consolidate  our  operations 
into  17  program  areas,  and  we  are  concentrating  our  resources  on  our  core 
business.   A  limited  number  of  programs  or  activities — those  that  are  the 
focus  of  the  vast  majority  of  the  Department's  resources — within  these 
17  program  areas  are  receiving  our  primary  attention.   By  limiting  and 
simplifying  our  scope  of  work  and  directly  linking  operations  and  outcomes, 
HUD  will  maintain  a  sharper  focus  on  its  mission  and  improve  service  delivery. 

--  It  was  clear  from  our  top-to-bottom  review  of  the  Department  that 
wide  gaps  exist  in  HUD's  program  portfolio — gaps  that  represent 
thousands  of  Americans  who  are  homeless  or  lack  decent,  safe  and 
affordable  housing,  and  communities  trapped  by  hopelessness  and 
despair.   The  needs  that  are  unmet  by  our  current  programs  are 
inescapable  and  compelling,  and  they  are  addressed  by  our  new 
initiatives.   We  cannot  afford  to  stand  still  while  we  address  our 
past  problems . 

With  respect  to  our  legislative  package  as  a  whole,  I  want  to  point  out 
that  in  addition  to  our  new  initiatives — which  actually  number  16 — we  are 
proposing  some  significant  program  consolidations,  the  streamlining  of  other 
programs  to  make  them  more  flexible  and  effective  and,  also  budget  authority 
and  outlay  reductions. 

--  As  I  stated  above,  I  completely  agree  with  the  Senate's  report  on  the 
need  to  consolidate  and  simplify  HUD's  programs.  As  a  result  of  a 
thorough  review  of  our  programs  and  practices,  we  have  identified 
59  program  consolidations  and  terminations  that  we  are  proposing  in 
our  budget  and  legislative  packages.   That  list,  which  is  extracted 
from  the  report  The  Transformation  of  BUD,    that  we  transmitted  to 
your  Subcommittee  on  Hay  2,  is  attached  to  this  response.  We  have 
47  additional  programs  under  consolidation  review,  and  that  list  is 
also  attached.  The  improved  staffing  resource  allocation  that  will 
result  from  our  program  consolidation  and  reorganization  efforts  will 
help  ensure  we  have  the  capability  to  undertake  the  new  initiatives 
that  we  believe  are  critical  to  the  Department's  mission. 
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The  current  fiscal  climate  compelled  hud  to  make  a  number  of  hard 
oudget  choices.   The  Department  has  restructured  many  of  its  programs 
to  increase  efficiency  and  generate  savings,  while  minimizing  the 
effects  on  the  people  and  communities  SOD   serves.   Programs  and 
administrative  activities  have  been  streamlined,  and  we  are  proposing 
to  leverage  Federal  funds  with  additional  private  and  public 
resources .   Only  as  a  last  resort  have  program  funding  levels  been 
reduced,  and  in  Buch  cases  we  have  tried  to  compensate  for  reductions 
in  funding  levels  with  program  reforms. 
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TABLE  3:    PROGRAM  CONSOLIDATIONS/TERMINATIONS  (59  PROGRAMS] 
PUBLIC  AND  INDIAN  HOUSING 

Consolidations 

1  Section  8  Certificates 

2  Section  8  Vouchers 

3  HOPE  VI 

4  Section  24 

5  Youth  Sports  (into  COMPAC) 

Terminations 

6  PH  Major  Reconstruction:  Obsolete  Projects 

7  Vacancy  Reduction  Program 

8  Choice  in  PH  Mgt  for  Rehabilitation  &  Redevelopment 

9  Choice  in  PH  Management  Section  25  Technical  Assistance 

1 0  Family  Unification/Foster  Child  Care 

1 1  HOPE  for  PIH  Homeownership 

1 2  HOPE  I:  Sec  Replacement  Unit  Set  Aside 

1 3  HOPE  for  elderly  independence 

1 4  Moving  to  Opportunity/Housing  Counseling  Set  Aside 

15  Homeownership  Demo  Program:  Omaha  NE 

16  HOPE  I:  Section  5(h)  Housing  Replacement 

1 7  Veterans  Affairs  Supportive  Housing 

1 8  Section  8  Rental  Certs:  WDC  Project 

1 9  HOPE  for  Elderly  Independence 

20  Indian  PH  Early  Childhood  Development  Demo 

21  PH  Onestop  Perinatal  Services  Demo 

22  Energy  Efficiency  Demonstration 

HOUSING 

Consolidations 

23  Housing  Counseling  Services 

24  Emergency  Homeownership  Counseling 

25  Prepurchase  &  Foreclosure  Prevention 

26  Homeownership/Rental  Counselor  Training/Certificate 

27  Housing  Counseling  &  Assistance,  Sec  1 06(e) 

28  HOPE:  Multifamily  Units 

29  HOPE:  Single  Family  Homes 
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TABLE  3:    PROGRAM  CONSOLIDATIONS/TERMINATIONS  (continued) 
HOUSING 

Terminations 

30  Home  Mortgage  Insurance  for  Outlying  Areas 

31  Mortgage  Insurance  for  Urban  Renewal  Areas 

32  Mortgage  Insurance  for  Service  Members 

33  Mortgage  Insurance  for  Experimental  Housing 

34  Mortgage  Insurance:  Military  Impact  Areas 

35  Group  Practice  Facilities 

36  Mortgage  Insurance  for  Manufactured  Home  Parks 

37  Energy  Efficiency  Demonstration 

38  Special  Purpose  Grants 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

Consolidations 

39  Emergency  Shelter  Grants 

40  Supportive  Housing  Programs 

41  Shelter  Plus  Care  Program 

42  Sec  8  Mod  Rehab  for  SRO  Dwellings 

43  Safe  Havens  for  Homeless  Individuals  Demo 

44  Rural  Homelessness  Grants 

Terminations 

45  Community  Investment  Corp.  Demo 

46  Capital  Assistance 

47  Development  Services/Technical  Assistance 

48  Training  Program 

49  Solar  Assistance  Financing  Entity 

50  National  Cities  in  Schools  Community  Development 

51  New  towns  Demo  for  Relief  in  Los  Angeles 

52  Amendment  to  McKinney  Act 

53  Enterprise  Zone  Development 

55  Enterprise  Zone  Homeownership  Opportunities 

LEAD  BASED  PAINT  ABATEMENT 

Terminations 

56  Technical  Assistance/Capacity  Building 
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TABLE  3:    PROGRAM  CONSOLIDATIONS/TERMINATIONS  (continued) 
HEADQUARTERS  RESERVE 

Terminations 

57  Community  Development 

58  Moderate  Rehabilitation 

59  Section  8  Certificates  and  Vouchers 
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TABLE  4:    PROGRAMS  UNDER  CONSOLIDATION  REVIEW  [47  PROGRAMS] 
CROSS-CUTTING 

Technical  Assistance  Programs 

1  PH  Development  Technical  Assistance 

2  Modernization  Technical  Assistance. 

3  Revitalization  Technical  Assistance 

4  Public  Housing  Technical  Assistance 

5  Regional  Training  on  Drug  Abuse  in  PH 

6  Drug  Information  Clearinghouse  Program 

7  Youthbuild  Mgt  &  Tech  Assistance  (CPD  Administered) 

8  Technical  Assistance  for  State/Local  Agencies 

9  Technical  Assistance  for  Community  Housing  Development  Orgs 

1 0  Technical  Support  for  State/Local  Housing  Strategies 

1 1  Prepayment  Preservation  Tech  Asst  &  Cap  Bldg 

12  Indian  Housing  Technical  Assistance 

Service  Coordinators 

1 3  Public  Housing  Service  Coordinators 

14  FSS  Coordinators 

15  Elderly  Housing  Service  Coordinators 

16  Congregate  Housing  Services 

1 7  Expanded  202  Service  Coordinators 

1 8  Project  Based  Sec  8  Service  Coord 

PUBLIC  AND  INDIAN  HOUSING 
Indian  Development 

1 9  Indian  Community  Development  Program 

20  Indian  HOME  Program 
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TABLE  4:    PROGRAMS  UNDER  CONSOLIDATION  REVIEW  (continued) 
HOUSING 

Single  Family  Insurance 

21  Home  Mortgage  Insurance  (Basic) 

22  Home  Mortgage  Insurance:  Disaster  Victims 

23  Rehabilitation  Home  Mortgage  Insurance 

24  Single  Family  Cooperative  Program 

25  Purchase  of  Coop  Hsg  Units  from  Coop  Proj  Morts 

26  Home  Mortgage  Ins:  Low/Mod  Income  Families 

27  Mortgage  Insurance  for  Condominium  Units 

28  Refinancing  Section  235  Mortgages 

29  Home  Mortgage  Insurance:  Special  Credit  Risks 

30  Misc  Housing  Insurance  (Older  Areas) 

31  Graduated  Payment  Mortgages 

32  Growing  Equity  Mortgages 

33  SF  Mortgage  Insurance:  Hawaiian  Homelands 

34  SF  Mortgage  Insurance:  Indian  Reservations 

35  Adjustable  Rate  Mortgages 

36  Home  Equity  Conversion  Mori  Ins  Demo 

37  Energy  Efficiency  Pilot  Program 

Multifamily  Insurance 

38  Cooperative  Projects 

39  Rental:  Coop  Hsg/Mod  Inc  &  Elderly 

40  Two  Year  Operating  Loss  Loans 

41  Supp  Loan  Ins/MF  Rental  Housing 

42  Equity  Loans 

43  Nursing  Homes  Intermediate  Care/Boarding  Homes 

44  FHA  MF  Mortgage  Credit  Demo 

45  Purchase  of  Refinancing  of  Existing  MF  HSG  Projects 

46  Single  Room  Occupancy  Projects 

47  Rental  Housing  in  Urban  Renewal  Areas 
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Mr.  Delay  #4 

Mismanagement/Program  Proliferation 

Question:  Your  new  package,  if  authorized,  would  require  a  $30  billion 
appropriation  in  new  budget  authority  from  this  subcommittee  for  fiscal  year 
1995  and  an  additional  $30  billion  in  fiscal  year  1996. 

In  the  face  of  shrinking  budgets  and  our  very   constrained  subcommittee 
budget  allocation  caps  for  fiscal  year  1995,  how  can  we  justify  giving  HUD 
this  staggering  new  increase — especially  when  HUD  currently  has  a  backlog  of 
more  than  $30  billion  in  unspent  prior  year  funds;  when  HUD  is  plagued  with 
serious  systemic  and  management  defects  and  lacks  even  the  basic  finance  and 
accounting  systems  to  know  or  control  in  a  responsible  manner  how  taxpayer 
dollars  are  spent — and  has  been  placed  just  a  few  weeks  ago  on  GAO's  list  of 
high-risk  agencies — that  being  high  risk  for  loss  of  taxpayer  dollars? 

Answer:   The  Department  has  requested,  for  fiscal  year  1995, 
$26.1  billion  in  new  budget  authority  for  HUD  programs,  which  is  only  slightly 
more  than  the  fiscal  year  1994  appropriated  level.   The  HUD  Budget,  and  the 
legislative  package  we  announced  a  few  weeks  ago,  fully  reflect  this 
President's  commitments  to  both  fiscal  responsibility  and  sound  public  and 
private  investment.   Because  of  the  President's  strong  commitment  to  community 
investment  strategies,  HUD  is  one  of  seven  cabinet  agencies  whose  budget 
authority  and  outlays  grow  in  1995. 

As  I  indicated  in  response  to  your  previous  question,  we  are  fully  aware 
of  the  serious  management  problems  we  inherited  and  we  are  taking  all 
necessary  steps  to  correct  them.   Further,  we  intend  to  be  held  accountable 
for  the  results  we  produce. 

You  specifically  mentioned  HUD's  accounting  and  financial  systems.   We 
propose  to  spend  $40  million  in  fiscal  year  1995  on  financial  systems 
integration.   Intensive  project  management  has  been  undertaken  to  stimulate 
progress  on  the  development  of  new  data  processing  systems  for  the 
Department's  largest  program,  Section  8  subsidies.   Through  a  newly  created 
Management  Committee,  program  offices  have  been  charged  to  develop  aggressive 
schedules  and  detailed  budgets. 

The  Office  of  Housing's  CFS/TRACS  system  has,  for  the  first  time  in  the 
Department's  history,  computerized  all  Section  8  contracts.   This  system  is 
receiving  data  electronically  from  project  owners  and  will  be  processing 
payment  vouchers  by  the  end  of  this  fiscal  year. 

In  addition,  as  part  of  the  Department's  commitment  to  integrate  its 
financial  systems,  the  Administrative  Accounting  Systems  will  be  put  in  place 
in  September,  in  time  to  begin  operations  at  the  beginning  of  fiscal  year 
1995. 

Mr.  Delay  #5 

Managing  HUD  Programs  and  Resources 

Question:   I'd  like  to  quote  from  an  April  1994  GAO  report,  "In  1984,  GAO 
reported  that  HUD  suffered  from  fundamental  management  weaknesses  and  lacked 
effective  processes  to  plan  and  control  its  financial  and  IRM  resources.   In 
19  89,  HUD's  highly  publicized  scandals  were  attributed,  in  large  part  to 
inadequacies  that  prevented  HUD  from  effectively  overseeing  and  managing  its 
programs  and  resources.   The  report  concludes  that  little  has  changed  at  HUD. 
It  does,  however,  say  that  HUD  is  taking  actions  to  correct  these  problems. 
Can  you  elaborate  on  what  HUD  is  doing  to  address  these  problems? 
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Answer:   The  Department  has  taken  a  number  of  steps  to  address  the 
inadequacies  in  Departmental  information  and  financial  management  systems. 
These  steps  include:   establishing  a  senior  management  group  to  ensure 
progress  is  made  on  improving  financial  management  systems  throughout  the 
Department;  assigning  the  Chief  Financial  officer  with  the  responsibility  for 
coordinating  the  development  of  the  Department's  approved  financial  systems 
integration  plan;  and  requiring  detailed  project  plans  and  milestones  for  the 
Department's  priority  systems  efforts,  namely,  the  Section  8  rental  assistance 
programs,  the  centralized  core  accounting  system,  and  the  Federal  Bousing 
Authority's  (FHA's)  Mortgage  Insurance  System.   The  specifics  regarding  these 
steps  are  detailed  below. 

Senior  Management  Attention 

In  recognizing  the  importance  of  developing  an  integrated  financial 
management  system  that  met  the  needs  of  the  Department,  the  Secretary 
established  the  Systems  Integration  Steering  Committee  (SISC)  in  April  1993. 
The  SISC  provided  oversight  and  direction  in  the  development  and  management  of 
the  integration  plan  and  development  projects .   This  Committee  was  chaired  by 
the  Deputy  Secretary,  with  membership  consisting  of  the  program  Assistant 
Secretaries,  the  Assistant  Secretary  for  Administration,  the  Inspector 
General,  and  the  Chief  Financial  Officer.   The  sisc  is  supported  by  a  Systems 
integration  Working  Group  (SIWG).   In  March  1994,  the  SISC  was  absorbed  into  a 
new,  broader  Management  Committee.   This  new  Committee  is  also  chaired  by  the 
Deputy  Secretary,  with  members  from  hud 'a  Principal  Staff.   The  Management 
Committee  meets  on  a  weekly  basis  and  addresses  the  Department's  resource 
issues,  including  systems.   The  Management  committee  is  also  supported  by  the 
SIWG,  which  meets  on  a  periodic  basis  to  review  project  status,  review 
critical  is sues  impacting  the  schedules,  and  addresses  resource 
considerations . 

CFO  Implementation  Responsibilities 

BUD's  Chief  Financial  Officer  was  assigned  responsibility  to  oversee  the 
implementation  of  the  integration  plan  and  to  coordinate  the  resources  to 
support  this  effort.   The  CFO  and  the  Director  of  the  Office  of  Information 
Policies  and  Systems  hold  periodic  "tollgate"  meetings  with  each  project 
manager  to  review  the  status  of  each  project  and  identify  any  critical  issues 
that  may  impact  a  project's  schedule  or  budget. 

Prioritized  and  Detailed  Project  Planning 

The  Department  has  several  major  systems  integration  efforts  underway 
during  fiscal  year  1994.   In  August  1993,  the  SISC  approved  four  Departmental 
priority  projects.   These  include  the  implementation  of  the  Agency  Accounting 
System  to  support  the  Department's  administrative  accounting  activities.   This 
includes  activities  affecting  the  Salary  and  Expenses  account,  the  Office  of 
the  Inspector  General  and  the  Working  Capital  Fund.   In  later  phases  of  this 
project,  BUD  will  implement  a  Procurement  system  and  a  travel  manager  system. 
The  Agency  Accounting  System  will  also  support  the  Department's  program 
accounting  functions,  providing  a  centralized  accounting  system  that  is 
integrated  with  the  Department's  program  activities. 

A  second  priority  project  is  the  Bousing  TRACS  project  that  supports  the 
management  of  sousing's  Section  8  programs.   The  scope  of  this  project 
includes:   Tenant  Certification;  Collection  of  Section  8  contract  data;  re- 
engineering  of  the  Control  Files  Subsystem  (CFS)  to  the  mainframe  environment, 
Tenant /Contract  Integration;  Budget  Forecasting;  Payments  Processing;  and  the 
resolution  of  existing  Material  Weaknesses.   In  addition,  the  Department  will 
re-engineer  how  it  does  its  Section  8  business,  with  a  potential 
centralization  of  the  voucher  review  function  which  is  currently  handled  in 
all  Field  Offices. 
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Third,  hud  is  implementing  a  system  to  support  Public  and  Indian 
Housing's  section  8  programs  (PIHS8S) .   This  system  will  improve  the 
Department's  ability  to  forecast  budgetary  needs,  reduce  the  burden  on  Field 
Office  and  Bousing  Authority  (HA)  personnel,  improve  accessibility, 
timeliness,  and  quality  of  management  information,  and  improve  the  ability  to 
monitor  HA  activities.   HUD 'a  Agency  Accounting  System  serves  as  the 
foundation  of  PIH's  Section  8  System. 

The  fourth  priority  project  is  the  FHA  Mortgage  Insurance  system 
(FBAMIS) .   This  system  will  provide  a  single,  coordinated  approach  to 
implementing  an  integrated  system  to  meet  FHA's  program  and  financial 
management  information  needs .   This  project  will  be  based  upon  the 
programmatic  needs  of  the  Single  Family  and  Multifamily  program  areas. 

In  addition  to  the  four  priority  projects,  the  sisc  approved  three 
Assistant  Secretary  priority  integration  projects.   These  include  Community 
Planning  and  Development's  Integrated  Disbursement  and  Information  System, 
PIH's  Integration  project,  and  interim  accounting  projects  to  implement  the 
Standard  General  Ledger  and  consolidate  program  accounting  functions  prior  to 
implementation  of  the  new  Agency  Accounting  System. 

Question:   Do  you  agree  that  these  problems  go  to  the  core  of  hud 'a 
ability  to  meet  its  departmental  objectives  and  that  BUD  ought  to  give  these 
problems  top  priority? 

Answer:   HUD  agrees  that  these  problems  seriously  impact  its  ability  to 
meet  its  Departmental  objectives.   Correcting  the  weaknesses  in  the  financial 
and  information  management  systems  continue  to  be  a  high  priority  for  the 
Department '8  management.   In  addition  to  systems  improvement,  the  Department 
is  also  addressing  issues  such  as  management  controls,  effective  resource 
management,  improved  training,  and  implementation  of  the  recommendations  of 
the  National  Performance  Review  and  the  HUD  Reinvention  Task  Force.   The 
recent  approval  of  a  Department  wide  Strategic  Performance  System  should  also 
have  a  direct  and  positive  effect  on  both  financial  systems  and  other 
management  deficiencies  with  the  goal  of  transforming  the  Department  into  a 
well-organized,  mission-driven  institution. 

Mr.  Delay  #6 

Mismanagement/Program  Proliferation 

Question:   While  the  GAO  report  states  that  HUD  is  taking  corrective 
actions,  it  also  states,  however,  that  it  will  take  a  number  of  years  to  fully 
resolve  them.   Shouldn't  HUD  refrain  from  creating  any  new  programs  until 
these  problems  are  under  control? 

Answer:   Your  concern  is  shared  by  many  people,  and  it  is  understandable. 
However,  we  do  not  believe  HUD  can  afford  to  cease  being  a  proactive  agent  for 
change  in  America's  communities  until  all  its  management  problems  are 
resolved.   As  was  said  in  response  to  an  earlier  question,  our  intensive 
process  of  reinventing  HUD  to  make  it  more  efficient  and  effective,  led  us  to 
the  inescapable  conclusion  that  while  consolidation,  streamlining  and 
management  reform  will  address  many  of  our  problems,  there  are  still  wide  gaps 
in  our  program  portfolio,  and  the  pressing  needs  of  individuals  and 
communities  are  going  unmet,  we  would  be  seriously  remiss  if  we  failed  to 
respond  to  the  most  serious  of  these  unmet  needs . 

Mr.  Delay  #7 

Annual  Contributions  for  Assisted  Housing 

Question:   Last  year  under  the  Annual  Contributions  for  Assisted  Housing 
account,  BUD  recaptured  $242.7  million  from  previously  appropriated  funds.   Do 
you  expect  that  the  amount  requested  for  fiscal  year  1995  will  be  sufficient 
or  will  you  again  require  funds  to  be  recaptured? 

Answer:  We  have  not  reflected  an  estimate  of  recaptures  in  the  Annual 
Contributions  for  Assisted  Housing  account  during  fiscal  year  1995. 
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Question:   If  yes,  would  you  provide  for  the  record  a  detailed  chart 
showing  how  much  of  the  unobligated  carry-over  funds  will  be  recaptured  and 
where  they  will  be  allocated  including  the  new  unauthorized  programs? 

Answer:  We  anticipate  no  recaptures  during  fiscal  year  1995. 

Mr.  Delay  #8 

Lead-Based  Paint  Abatement 

Question:   Billions  of  taxpayer  and  private  sector  dollars  are  being 
directed  to  address  the  health  effects  of  lead,  based  heavily  on  research  done 
by  Dr.  Herbert  Needleman,  now  at  the  University  of  Pittsburgh.   His  study 
asserted  that  high-lead  levels  could  reduce  a  child's  IQ  by  three  to  four 
points.   While  it  is  not  disputed  that  high  levels  of  lead  in  the  bloodstream 
are  harmful  to  children,  the  issue  is  the  level  that  causes  harm.   As  a  result 
of  Dr.  Needleman 's  study,  the  CDC  reduced  by  60  percent  the  "acceptable" 
blood-lead  level  in  children  to  about  one  part  in  10  million.   The  change  in 
definition  of  "poisoned"  children  consequently  raised  the  number  to 
four  million  or  one  in  six  children,  from  the  previous  seven  hundred  thousand 
level. 

HUD  responded  to  these  findings  by  requiring  the  removal  of  leaded  paint 
from  the  3.8  million  housing  units  it  subsidizes  or  insures  at  an  estimated 
cost  of  $19  billion.   HUD  has  requested  $100  million  for  this  purpose  in 
fiscal  year  1995. 

Recently,  however,  two  child  psychologists  who  have  done  extensive  lead 
research  producing  results  diametrically  opposed  to  Needleman 's  asked  the 
Office  of  Research  Integrity  (ORI),  a  branch  of  HHS,  to  investigate 
Needleman 's  work.   The  ORI  found  that  his  published  papers"  inaccurately 
reported"  his  methods  and  criteria  for  selecting  test  children,  that  his 
findings  are  "misleading"  and  while  his  errors  were  not  "frivolous"  they 
"reflected  serious  question"  about  his  work. 

Considering  the  cost  to  taxpayers  of  HUD's  lead-based  paint  requirements, 
do  you  agree  this  latest  discrediting  of  the  work  that  HUD's  requirements  are 
largely  based  upon  necessitates  a  review  of  HUD  policy  in  this  area? 

Answer:   While  it  is  true  that  the  CDC  has  lowered  its  "acceptable" 
blood-level  in  children,  it  iB  not  true  that  this  decision  was  made  based 
solely  on  the  findings  of  Dr.  Needleman 's  study.   The  decision  to  lower  the 
threshold  from  25  to  10  was  based  on  a  number  of  different  studies,  including 
Dr.  Needleman's.   The  science  on  lead's  toxicity  at  low  levels  is  unequivocal; 
the  weight  of  evidence  is  overwhelming.  Since  1979,  more  than  a  dozen 
epidemiological  studies  have  been  pihlished  in  the  U.S.  and  abroad  documenting 
lead's  low-dose  effects  on  IQ  and  behavior.   Data  on  lead's  toxicity  converge 
from  clinical  studies,  extensive  human  epidemiologic  studies,  animal 
experiments,  and  cellular  and  sub-cellar  research.   However,  HUD  is  not 
depending  on  analytical  studies  to  prove  that  lead  is  poisoning  children. 
Simple  blood  tests  show  that  children  are  being  poisoned  by  lead.   The 
lowering  of  the  threshold  number  might  very  well  raise  the  number  of  children 
being  treated  for  lead  poisoning  but  it  also  lends  assurance  that  all  children 
affected,  even  by  low  levels  of  lead,  are  being  treated. 

The  Department  has  not  required  the  removal  of  lead-based  paint  from  all 
of  its  insured  and  subsidized  housing  but  requires  that  all  public  housing  be 
tested  for  lead-based  paint  and  the  hazard  reduced.   It  also  requires  a 
notification  be  given  to  all  tenant-based  housing  residents  on  the  hazards  of 
lead-based  paint.   This  is  part  of  our  continuing  effort  to  provide  lead-safe 
housing  to  HUD-owned  or  subsidized  housing.   This  notification  is  also  being 
given  to  purchasers  of  homes  under  FHA  programs.   HUD  recognizes  the  fact  that 
the  part  of  protecting  people  from  lead-based  paint  is  educating  them  on  the 
full  abatement  and  this  is  the  attitude  we  are  promoting  in  our  programs. 

HUD  is  continuously  looking  at  reviewing  its  policy  governing  lead-based 
paint  requirements  as  new  information  becomes  available.  Policies  and 
regulations  are  never  set  solely  on  one  study  but  on  a  number  of  research 
venues.   HUD  recognizes  its  responsibility  to  ensure  that  all  of  its  housing 
is  "lead-safe"  and  has  enforced  regulations  that  help  to  achieve  that  goal. 
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Mr.  Delay  #13 

Yellow  Pages 

Question:   Recent  news  accounts  describe  how  U.S.  West  asked  two  nursing 
homes  in  Minnesota  to  remove  Christian  symbols  and  phrases  from  their  ads  as  a 
result  of  a  threatened  HUD  investigation  of  the  use  of  religious  symbols  in 
commercial  advertisements.   The  threatened  investigation  led  U.S.  West  and 
Bell  Atlantic  or  the  "Yellow  Pages"  to  issue  a  policy  where  housing  ads  could 
not  use  religious  symbols  like  the  Christian  fish  or  the  Jewish  star  of  David. 
Bell  Atlantic  has  since  reversed  itself  after  fomenting  a  public  relations 
nightmare .   It  appears  HUD  was  interpreting  the  Fair  Housing  Act  as 
necessitating  the  elimination  of  religious  symbols  from  Yellow  Page  ads.   Do 
you  agree  that  this  interpretation  would  be  discriminating  directly  against 
religious  groups? 

Answer:   The  Department  does  not  interpret  the  Fair  Housing  Act  as 
requiring  the  removal  of  religious  symbols  from  advertising,  and  there  was  no 
investigation  of  this  issue  conducted  by  or  threatened  by  HUD.   One  company, 
to  our  knowledge,  developed  a  policy,  which  was  subsequently  changed,  which 
prohibited  use  of  religious  symbols  in  directory  advertising.   The  company's 
new  policy,  which  allows  use  of  religious  symbols  accompanied  by  language  such 
as  "all  faiths  welcome  without  preference,"  was  not  objected  to  by  HUD. 

Question:   Could  you  clarify  for  the  record  HUD's  interpretation  of  the 
Fair  Housing  Act  and  its  relationship  to  the  use  of  religious  symbols  in 
advertising  for  nursing  homes? 

Answer:   In  1972,  the  Department  published  advertising  guidelines 
designed  to  provide  guidance,  but  not  set  out  requirements,  to  publishers  and 
advertisers  on  their  advertising  practices.   They  are  based  on  the  Fair 
Housing  Act  which  prohibits  making,  publishing  or  printing  an  advertisement 
which  directly  or  indirectly  indicated  a  limitation,  preference  or 
discrimination  based  on  race,  color,  religion,  sex,  national  origin,  familial 
status  or  handicap. 

The  guidelines  say  that  use  of  religious  words  or  symbols  in  advertising 
could  indicate  a  direct  or  indirect  discriminatory  preference  or  limitation  in 
violation  of  the  Fair  Housing  Act.   Examples  in  the  guidelines  as  to  words 
which  could  indicate  such  a  preference  include  "Protestant,  Christian, 
Catholic  or  Jew."  similarly,  use  of  symbols  or  logo-types  which  imply  or 
suggest  religion  could  constitute  a  violation  of  the  Act,  according  to  the 
guidelines.   The  guidelines  are  published  in  24  CFR  Part  109  (1972). 

Question:  Does  HUD  have  evidence  of  actual  discrimination  in  this  area? 

Answer:   To  HUD's  knowledge,  no  complaint  has  been  filed  with  the 
Department  alleging  unlawful  discrimination  based  on  the  use  of  religious 
symbols  in  advertising.   There  are  some  cases  which  have  been  filed  by 
individuals  which  have  alleged  religious  discrimination  in  advertising.   The 
most  recent  such  case,  which  was  filed  by  private  individuals  directly  in 
Federal  court,  alleged  unlawful  discrimination  by  the  expression  of  a 
preference  for  a  "Christian  handyman"  for  housing-related  employment.   It  is 
our  understanding  that  this  case  was  recently  settled. 

Question:   Do  you  intend  to  pursue  this  area  of  investigation? 

Answer:   The  Department  has  no  present  intention  of  pursuing  any  aspect 
of  religious  discrimination  in  advertising.   There  are  several  matters  pending 
which  involve  advertising  discrimination  based  on  familial  status,  such  as  ads 
specifying  "no  kids"  or  "adults  only."  These  cases  will  be  pursued.   HUD  is 
also  obligated  to  conduct  investigations  of  any  complaints  which  may  be  filed 
with  the  Department  alleging  religious  discrimination  in  advertising. 
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Question:   Do  you  agree  that  threatening  this  investigation  reflects  a 
lack  of  good  judgement  on  the  part  of  the  Fair  Housing  office? 

Answer:   No  investigation  was  threatened  or  conducted  by  HUD  on  any  issue 
related  to  religious  discrimination  in  advertising. 

Mr.  Delay  #14 

Cultural  Diversity 

Question:   HUD  has  instituted  a  cultural  diversity  mandate  in  that 
management  level  employees  must  submit  to  some  form  of  preferred  cultural 
diversity  activities  as  a  precondition  for  receiving  an  "outstanding"  rating 
on  a  job  performance  evaluation  or  promotion  or  advancement.   Could  you 
elaborate  on  this  mandate? 

Answer:   The  EEO  Cultural  Diversity/Critical  Element  is  promulgated  in 
support  of  the  government's  policy  prohibiting  discrimination  in  the 
workplace.   Increased  awareness  of  the  cultural  diversity  of  the  Nation  is  an 
important  consideration  for  the  effective  implementation  of  the  various 
programs  of  the  Department.   The  EEO/AE  Cultural  Diversity  Critical  Element  is 
the  latest  in  a  series  of  critical  elements  promulgated  by  prior 
Administrations  that  have  progressively  strengthened  HUD's  commitment  to 
assuring  equal  opportunity  in  the  workplace. 

One  aspect  of  the  Critical  Element  has  been  misinterpreted  by  some.   The 
Assistant  Secretary  for  Administration,  Marilynn  Davis,  and  the  Assistant 
Secretary  for  Fair  Housing  and  Equal  Opportunity,  Roberta  Achtenberg,  have 
issued  a  clarification  memorandum  to  all  Principal  Staff  on  April  12,  1994, 
which  clarifies  the  meaning  and  intent  of  the  Critical  Element  and  Performance 
Standards  to  assure  that  the  Department  is  utilizing  a  consistent  and  accurate 
interpretation.   An  elaboration  of  these  clarifications  is  Bet  forth  in  the 
subsequent  responses.   Hill  this  new  critical  element  be  imposed  in  the 
evaluations  of  senior  managers? 

Answer:   We  are  actively  revising  the  Critical  Element,  which  will  be 
issued  shortly  to  all  managers  and  supervisors.   However,  as  Assistant 
Secretary  Achenberg's  memorandum,  which  accompanied  the  EEO/AE  Critical 
Element,  clearly  states  the  Performance  Standards  are  simply  examples  of  some 
of  the  many  ways  in  which  managers  and  supervisors  can  demonstrate 
"outstanding"  performance  on  this  element. 

Question:   How  do  you  respond  to  suggestions  that  this  critical  element 
unfairly  imposes  requirements  on  managers  regarding  personal  time?  For 
example,  I  understand  managers  will  be  evaluated  on  certain  off-duty 
activities? 

References  to  outside  activities  or  association  have  been  removed  from 
the  revised  Critical  Element.   The  initial  Performance  Standards  relating  to 
involvement  with  organizations  outside  of  HUD  were  examples  designed  to  apply 
specifically  to  the  work  of  hud  managers  and  supervisors  in  the  equal 
opportunity  area  only.   Because  the  job  responsibilities  of  these  managers  and 
supervisors  often  include  building  relationships  with  community-based  equal 
opportunity  organizations,  these  two  examples  would  appropriately  be 
considered  in  evaluating  job  performance.   These  examples  were  never  intended 
to  apply  to  managers  and  supervisors  whose  job  responsibilities  are  outside  of 
the  equal  opportunity  area. 
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Question <   Is  homosexuality  included  in  the  tern  "cultural  diversity?- 

Answer:   Ho.   However,  discrimination  because  of  sexual  orientation  is 
prohibited  under  section  19.01  of  the  collective  bargaining  between  the 
Department  and  the  American  Federation  of  Government  Employees  (AFGE). 
Following  an  appeal  to  the  U.S.  Court  of  Appeals  for  the  District  of  Columbia, 
this  provision  was  made  effective  during  the  prior  Administration  at  HOD  on 
November  2,  1992  . 

Question:   Could  you  give  me  an  example  of  a  management  or  supervisor 
position  at  HDD  that  would  need  to  be  involved  in  homosexual  activities?  And 
what  might  that  employee  do? 

Answer:   Hot  Applicable 

Question:  What  federal  housing  law  gives  legal  standing  to  homosexuality 
that  would  make  this  job  performance  standard  a  requirement? 

Answer :   Hone . 

Question:  Would  an  employee  who  did  not  participate  in  a  homosexual 
activity,  when  it  was  thought  to  be  essential  by  his  or  her  supervisor,  and 
thereby  received  a  lower  than  "outstanding*  rating,  be  allowed  to  use  the  EEO 
branch  office  at  HUD  to  file  a  complaint. 

Answer:   Any  employee  or  job  applicant  can  file  an  EEO  discrimination 
complaint  regarding  any  action  perceived  as  based  on  race,  color,  religion, 
sex,  national  origin,  age,  or  disability.   In  addition,  bargaining  unit 
employees  may  file  a  grievance  under  the  terms  of  the  Negotiated  Grievance 
Procedure  with  AFGE  if  it  involves  allegations  of  sexual  orientation 
discrimination . 

Mr.  Delay  #15 

Modernization  Backlog 

Question:   Approximately  1.4  million  units  of  public  housing  are  homes  to 
nearly  4  million  Americans.   The  living  conditions  of  many  of  these 
developments,  however,  are  appalling  and  frequently  life-threatening  as  drugs, 
crime,  and  violence  are  commonplace.  Although  we  spend  billions  of  dollars 
each  year  on  modernizing  public  housing,  we  seem  to  fall  back  farther  than  we 
move  forward.  A  1992  report  by  a  congressionally-established  commission  found 
that  somewhere  between  $15  billion  and  $30  billion  is  needed  to  completely 
modernize  public  housing.  At  the  same  time,  GAO  reports  that  some  $9  billion 
of  modernization  funding  is  backlogged  in  the  system.  According  to  GAO,  the 
backlog  is  due  to  insufficient,  unskilled,  or  incompetent  HUD  and  PHA  staff; 
procurement  litigation  problems,  and  cumbersome  Federal  regulations.   Do  you 
agree  with  this  assessment? 

Answer:   Ho,  as  of  September  30,  1993,  the  unobligated  pipeline  for 
fiscal  year  1992  and  prior  year  funds  was  $1.7  billion;  unexpended  funds  were 
$3.4  billion,   in  the  last  quarter  of  fiscal  year  1993  (July  1,  1993,  to 
September  30,  1993),  the  Department  approved  an  additional  $2.9  billion  of 
fiscal  year  1993  funds,  thereby  making  the  total  pipeline  of  unobligated  funds 
to  be  $4.6  billion  and  the  total  unexpended  funds  to  be  $6.3  billion. 
However,  the  Department  considers  the  backlog  to  be  the  unobligated  funds 
approved  in  fiscal  year  1990  and  prior  years  which  are  $434.5  million;  the 
unobligated  funds  approved  in  fiscal  year  1991  and  prior  years  are 
$1.4  billion. 

Utilizing  the  Abt  Associate's  base  estimates  of  1990,  the  unfunded 
modernization  backlog  at  the  end  of  fiscal  year  1993  is  estimated  to  be 
$18.7  billion.  The  1993  Commission  on  Distressed  Housing's  estimate  for  the 
unfunded  modernization  backlog  is  $23.6  billion  for  fiscal  year  1992.  This 
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estimate  includes  an  11  percent  allowance  for  PHA  administrative  costs.   The 
$23.6  billion  estimate  has  been  derived  from  the  original  Abt  survey 
(referenced  above),  up-dated  to  reflect  the  impact  of  recent  modernization 
expenditures,  increases  in  the  size  of  the  public  housing  stock  and  the 
ongoing  depreciation  of  existing  building  systems .   The  commission  on 
Distressed  Housing's  report  also  expands  the  backlog  base  beyond  that  of  the 
original  Abt  estimate  utilized  by  HUD.   The  Commission  on  Distressed  Housing's 
fiscal  year  1993  estimate  of  the  backlog  would  be  $22.86  billion  after 
applying  $2.9  billion  in  fiscal  year  1993  appropriations  for  modernization 
(net  of  program  set-asides)  offset  by  accrued  modernization  needs  and 
inflation  for  the  fiscal  year. 

Question:   What  is  HUD  doing  to  unclog  the  backlog  in  a  prudent  and  cost- 
effective  way? 

Answer:   The  Department  has  taken  a  number  of  steps  to  reduce  the 
pipeline,  which  are  set  forth  in  detail  in  its  March  30,  1994,  report  to  both 
the  Senate  and  Bouse  Committees  on  Appropriations  and  Subcommittees  on  VA,  HUD 
and  Independent  Agencies  (copy  attached) .   In  summary  these  steps  have 
included:  (1)  regular  meetings  with  industry  groups  to  solicit  ideas  for 
expediting  the  pipeline;  (2)  memoranda  and  conference  calls  to  HUD  Field  staff 
regarding  ways  to  provide  technical  assistance  to  those  has  with  the  largest 
pipelines;  (3)  issuance  of  HUD  Notices  to  HAs  to  convey  revised  program 
procedures  to  simplify  funding  approval  and  implementation;  (4)  issuance  of  a 
revised  rule  to  simplify  the  Comprehensive  Improvement  Assistance  Program 
(CIAP)  for  HAS  with  fewer  than  250  units;  (5)  publication  of  a  proposed  rule 
to  streamline  further  the  Comprehensive  Grant  Program  (CGP)  for  HAs  with  250 
or  more  units.  [Note:  publication  of  a  final  rule  is  anticipated  by  late 
summer  1994];  (6)  provision  of  increased  oversight  by  hud  through 
establishment  of  the  Headquarters'  Office  of  Distressed  and  Troubled  Housing; 
and  (7)  contracting  with  the  U.S.  Army  Corps  of  Engineers  to  inspect 
modernization  work  in  progress.   In  addition,  detailed  HUD  staff  assistance  is 
being  provided  for  large,  troubled  HAs,  such  as  Chester,  PA;  Philadelphia,  PA; 
Washington,  DC;  Kansas  City,  HO;  and  East  St.  Louis,  MO. 
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Honorable  David  Obey 

Acting  Chairman,  Committee  on  |^p  3  Q  \qqa 

Appropriations 
House  of  Representatives 
Washington,  DC  20515-6015      '     . 

Dear  Mr.  Chairman: 

I  am  pleased  to  provide  you  with  the  Department  of  Housing  and  Urban 
Development's  (HUD)  report  on  the  Public  Housing  modernization  pipeline,  directed  by 
the  Senate  Committee  on  Appropriations  in  Senate  Report  103-137,  dated  September  9, 
1993.  The  Committee  directed  the  Department  to  initiate  a  quarterly  pipeline  report  on 
the  Modernization  Program  and  the  active  steps  which  it  is  taking,  through  both 
regulation  and  program  management,  to  assist  housing  authorities  (HAs)  to  reduce  the 
pipeline.  This  is  the  first  report  being  submitted  in  response  to  the  Committee's 
directive. 

First,  let  me  say  that  there  has  been  a  significant  reduction  in  the  pipeline  from 
September  30,  1992,  to  September  30,  1993.  During  this  12-month  period,  HAs  obligated 
S2.3  billion  of  previously  approved  modernization  funds.  This  amount  includes  $1.7 
billion  of  Fiscal  Year  (FY)  1991  and  prior  year  funds.  Please  refer  to  the  first  enclosure, 
Analysis  of  Modernization  Pipeline:   9/30/92  -  9/30/93. 

In  addition,  the  Department  has  taken  a  number  of  steps  to  reduce  the  backlog, 
as  set  forth  in  the  second  enclosure,  Steps  Taken  to  Expedite  Modernization  Pipeliner 
These  steps  have  included: 

1.  Regular  meetings  with  industry  groups  to  solicit  ideas  for  expediting  the 
pipeline. 

2.  Memoranda  and  conference  calls  to  HUD  Field  staff  to  emphasize  the 
importance  of  reducing  the  pipeline  and  providing  technical  assistance  to 
those  HAs  with  the  largest  pipelines. 

3.  Issuance  of  HUD  Notices  to  HAs  to  emphasize  the  importance  of  getting 
the  work  done  in  a  timely  manner  and  to  convey  revised  program 
procedures  to  simplify  funding  approval  and  implementation. 
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4.  Issuance  of  a  revised  rule  for  the  Comprehensive  Improvement  Assistance 
Program  (CLAP)  to  simplify  program  requirements  for  HAs  with  fewer  than 
250  units. 

5.  Publication  of  a  proposed  rule  for  the  Comprehensive  Grant  Program  (CGP) 
to  expedite  funding  approval  and  program  implementation  for  HAs  with  250 
or  more  units.   Published  March  8,  1994,  this  rule  is  the  result  of  a 
collaborative  effort  between  the  Department  and  the  industry  groups  to 
streamline  the  CGP  and  make  the  funds  available  earlier  in  the  FY.  The 
Department  expects  to  continue  this  productive  working  relationship  during 
consideration  of  the  public  comments,  which  are  due  by  April  22,  1994,  and 
drafting  of  the  final  rule. 

6.  Provision  to  HAs  of  access  to  FY  1993  CGP  funds  approximately  5  months 
earlier  than  in  previous  years,  as  a  result  of  the  CGP  formula  approach  and 
HUD's  accelerated  processing. 

7.  Provision  of  increased  oversight  by  HUD  through  establishment  of  the 
Headquarters'  Office  of  Distressed  and  Troubled  Housing;  contracting  with 
the  U.S.  Army  Corps  of  Engineers  to  inspect  work  in  progress;  and  other 
efforts. 

Since  almost  90  percent  of  the  Modernization  funding  is  now  provided  under  the 
CGP,  I  believe  that  the  basic  philosophy  of  the  CGP  relating  to  local  flexibility  and 
accountability  is  beginning  to  have  a  positive  impact  on  the  pipeline,  as  follows: 

1.  More  stable  and  predictable  funding  under  the  formula  approach  is 
contributing  to  improved  work  planning  and  execution,  as  well  as  greater  HA 
staff  capability; 

2.  HA  ability  to  shift  work  items  from  years  two  through  five  of  the  Five-Year 
Action  Plan  to  year  one,  when  a  problem  is  encountered,  provides  a 
mechanism  for  fund  obligation  to  continue  more  quickly;  and 

3.  Allowing  CGP  agencies  to  proceed  with  various  contracting  actions  without 
prior  HUD  approval  removes  a  major  source  of  delay  during 
implementation.  These  contracting  actions  include:  architectural/engineering 
(A/E)  and  other  professional  services  contracts  before  award;  construction 
solicitations  before  issuance;  and  contract  modifications  before  issuance.  This 
policy  applies  to  both  CGP  programs  and  CLAP  programs  being 
adniinistered  by  CGP  agencies. 
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With  regard  to  legislative  changes,  I  anticipate  that  several  proposals  will  be 
submitted  to  you  shortly.   I  ask  your  support  for  these  changes. 

Finally,  I  would  like  to  emphasize  my  continued  commitment  to  reducing  the 
modernization  pipeline.   Toward  that  end,  I  entered  into  a  Performance  Agreement  with 
President  Clinton  on  March  2,  1994.   One  item  in  this  Performance  Agreement  relates  to 
the  modernization  pipeline.   It  establishes  the  goal  of  reducing,  by  September  30,  1994, 
the  unobligated  and  unexpended  balances  of  FT  1992  modernization  funds  to  30  percent 
and  55  percent,  respectively. 

Please  let  me  know  if  I  can  provide  further  information  to  your  Committee. 

Sincerely, 


HENRY  GiSNEROS 

Henry  G.  Cisneros 


Enclosures 
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SIMILAR  LETTERS  SENT  TO: 

Honorable  Joseph  M.  McDade 
Ranking  Minority  Member 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC  20515-6015 

Honorable  Louis  Stokes 
Chairman,  Subcommittee  on  VA, 

HUD  and  Independent  Agencies 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC   20515-6022 

Honorable  Jerry  Lewis 
Ranking  Minority  Member 
Subcommittee  on  VA,  HUD  and 

Independent  Agencies 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC   20515-6022 

Honorable  Robert  C.  Byrd 
Chairman,  Committee  on 

Appropriations 
United  States  Senate 
Washington,  DC  20510-6025 

Honorable  Mark  Hatfield 
Ranking  Minority  Member 
Committee  on  Appropriations 
United  States  Senate 
Washington,  DC   20510-6025 

Honorable  Barbara  Mikulski 
Chair,  Subcommittee  on  VA,  HUD 

and  Independent  Agencies 
Committee  on  Appropriations 
United  States  Senate 
Washington,  DC  20510-6032 


Honorable  Phil  Gramm 
Ranking  Minority  Member 
Subcommittee  on  VA,  HUD 
and  Independent  Agencies 
Committee  on  Appropriations 
United  States  Senate 
Washington,  DC   20510-6032 
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ANALYSIS  OF  MODERNIZATION  PIPELINE:   9/30/92  -  y/JO/yj 


HAs  With  $10  Million  or  More  of  Unobligated  FY  1990  and  Prior  Year  Funds 

As  of  9/30/92,  24  HAs  had  $10  million  or  more  of  unobligated  1990  and  prior  year  funds, 
totaling  $773.8  million.   As  of  9/30/93,  this  number  had  been  reduced  to  6  HAs  with 
unobligated  1990  and  prior  year  funds  totaling  $212.6  million.  This  is  a  reduction  of 
$561.2  million  during  a  12-month  period.  See  Attachments  1A  and  IB. 

HAs  With  $10  Million  or  More  of  Unobligated  FY  1991  and  Prior  Year  Funds 

As  of  9/30/92,  48  HAs  had  $10  million  or  more  of  unobligated  1991  and  prior  year  funds, 
totaling  $1,896.8  million.   As  of  9/30/93,  this  number  had  been  reduced  to  22  HAs  with 
unobligated  1991  and  prior  year  funds  totaling  $807.7  million.  This  is  a  reduction  of 
$1,089.1  million  during  a  12-month  period.  See  Attachments  2A  and  2B. 


Summary  Table  of  Unobligated  Funds 


Unobligated 

As  of  *" 
9/30/92  a/ 
(Dollars  in 

Unobligated 
As  of 
9/30/93  b/ 
Millions) 

Amount 
Pipeline 
Reduced 

FY  1990  and  Prior  Years 

$1,261.9 

$   434.5 

$    827.4 

FY  1991 

$1,783.8 

$   919.7 

$   864.1 

Subtotal  (FY  1991  and  Prior  Years) 

$3,045.7 

$1,354.2 

$1,691.5 

FY  1992  -  CIAP 

$   558.4  c/ 

$   297.0 

$   261.4 

FY  1992  -  CGP 

$2,015.0  c/ 

$1,712.2  d/ 

$   302.8 

Grand  Total 

$3,363.4 

$2,255.7  * 

This  is  a  reduction  of  $23  billion  of  unobligated  funds  during  the  twelve-month 
period  of  10/1/92  -  9/30/93. 
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a/        From  official  Departmental  automated  reports  (Modernization  Quarterly 

Reporting  System  (MQRS)),  summarizing  HA  progress  reports  as  of  9/30/92. 
These  numbers  vary  slightly  from  the  numbers  recently  provided  to 
Congresswoman  Marge  Roukema;  those  numbers  were  based  on  special  ad  hoc 
reports  provided  by  the  HUD  Regional  Offices  in  order  to  get  an  early  reading  of 
the  modernization  pipeline  as  of  9/30/93. 

b/        From  official  Departmental  automated  reports  (MQRS),  summarizing  HA 
progress  reports  as  of  9/30/93. 

c/        FFY  1992  CIAP  and  CGP  funds  approved  by  HUD.   Since  most  FY  1992  funds 
were  approved  by  HUD  in  the  last  two  months  of  FY  1992  (August  and 
September  1992),  HAs  would  not  have  had  an  opportunity  to  obligate  FY  1992 
funds  as  of  9/30/92. 

61        This  reflects  the  amount  of  funds  not  disbursed  by  the  Department  and,  therefore, 
not  expended  by  HAs  as  of  10/16/93.  The  real  unobligated  amount  would  be 
lower  than  the  unexpended  amount.  The  Department  does  not  have  9/30/93  data 
for  fund  obligations  for  FY  1992  CGP  funds,  but  will  have  data  in  March  1994  for 
the  period  ending  12/31/93.   Therefore,  the  unobligated  amount  is  overstated  at 
this  point.   A  more  accurate  figure,  based  on  a  modification  of  the  requisition 
system  (Line  of  Credit  Control  System/Voice  Response  System),  is  expected  to  be 
available  next  month. 

In  the  last  quarter  of  FY  1993  (7/1-9/30/93),  the  Department  approved  an  additional  $2.9 
billion  of  FY  1993  CIAP  and  CGP  funding.   If  this  were  added  to  the  pipeline  of  FY 
1992  and  prior  year  funds  (S3.4  billion),  the  total  pipeline  would  be  56.3  billion. 
However,  since  HAs  were  just  approved  in  August/September  1993  for  the  S2.9  billion,  it 
is  misleading  to  show  this  amount  as  part  of  the  modernization  pipeline  as  of  9/30/93. 
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0.S.    DE?ASXnEKT  OF   EOUSIHG  AMD  DK3AA  DEVELOPMENT 
CCKPREEEJtsrVE    IMPROVEMENT  ASSISTANCE   PBOCR.W    (CIA?)    6   COMP   CRANT   PROC7UM    (CC| 

sorted  in  descending  order  or  *he    1950  «  prior  unobligated  rums 

bousing  wnsoRmcs  vtth  sio, 000,000  or  more  of  onoslicateo  funds  u  of  9/30/52 


1990  c  prior 

199k  CXAS 

1992   COM?   CUR 

1993    P5ZSUKPTIVE 

EA  COOS 

EA  WAKES 

UM09LICAXED    FUNDS 

A?P5QVAI_S 

APP9DVAU 

SUBTOTAL 

amount 

TOTAL 

KY005 

HEW  TOSS  CITY   EA 

211,970,043 

272,526,921 

165,041,633 

969,539,502 

402,185,495 

1,271 

723,587 

RO00S 

hub* 

127,517,335 

74,526,992 

144.469,202 

146,522,419 

160,926,779 

507 

44S.19B 

PA002 

PHILADELPHIA  ESNC 

MO 

64,017,020 

94,517,522 

75,644,969 

224,179,411 

96,814,766 

310 

954,179 

DCOOl 

OCAS 

«5, 350,491 

27,124,109 

25,546,654 

99,221,294 

29,595,502 

126 

916, 7S6 

11.002 

CSICACO  EOUSINC  AUTEO 

31,192,613 

109,000,000 

117,994,299 

257,076,912 

131,995,343 

398 

972,255 

VC001 

VISA 

27,029,4(0 

23,112,692 

6,567,755 

56,909,677 

7,195,761 

64 

105,638 

KJOIO 

CAKDEX   E   A 

21,122,175 

0 

4,647,927 

25,970,102 

5,133,24S 

31 

103,347 

nyooi 

SYRACUSE   EA 

19,922,132 

12,260,251 

1,676,115 

15,759,500 

4,175,355 

35 

534,655 

KA002 

BOSTON   EA 

19,210,613 

10,755,661 

29,459,211 

59,424,505 

1], 545,(57 

52 

411.202 

IA001 

HEW   OSLEAHS 

17,571,153 

31,920,465 

10,664,513 

90,156,551 

11.059,662 

113 

216,413 

KY002 

BUFFALO  MUNICIPAL 

EA 

16,970,256 

9,992,319 

13,953,569 

19,946.544 

15,467,223 

55 

313,767 

CE003 

CUYAECCA  KEA 

16,431,645 

25,200,000 

33,319,040 

74,950,699 

37,541,(01 

112 

892,492 

K-OCi 

J"E?-»r<   CITY   E   A 

16,291,179 

24.493,531 

7,561,459 

45.14S.tC3 

5,045,750 

58 

156. 558 

KJ0OS 

TONICS    E  A 

12,516,695 

0 

3.570,495 

16,507,170 

3,537, 450 

20 

444,620 

CA004 

LOS    A.SGE1ZS   CITY 

11,232,540 

25,911,075 

24,115,699 

61.293,703 

27,152,145 

88 

465, 843 

VA00] 

Kr-Tcsc  tea  FED 

E-i 

11,221,159 

2,576,673 

2.470,325 

16,64:8,206 

15 

323,153 

MOM 

ATLANTIC   CITY   E  A 

11,091,101 

9,294,303 

3,202,911 

22,379,215 

3,527,100 

26 

105,215 

PA301 

PITTSH'JSCE   ESSC  A 

JTE 

10,544,965 

16,417,925 

22,135,572 

45,459,662 

25,015,750 

74 

518,452 

KJ02I 

PATEJSCN   E   A 

10,760,119 

10,423,491 

4,554,615 

25,778,219 

4,653,196 

30 

661,404 

CA003 

r»nrjwa 

10,705,232 

7,793,000 

9,354,155 

27,642,427 

19,434,075 

38 

246,506 

H-0C2 

HEVAF.F.  E  A 

10,566,165 

20,573,552 

30,200,192 

61,359,919 

37,315,635 

53 

675,618 

FAOOe 

BAMUSSU5S  EIXC  A 

ua 

10,254,691 

4,330,957 

1.705.625 

16,251,40! 

4,17e,871 

22 

470.276 

TX0C1 

KEMFEIS 

10,252,954 

0 

12.675, 176 

22,929,270 

13,567,123 

36 

955,358 

kaoci 

CAMiRICCE  EA 

3,732.000 

3,291,414 

17,077,769 

3.745,718 

20 

827,437 

773,736,550 


2,556,517,27.8        l,CS2,256,6ae 


3,645,772,564 


g  £  = 
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Attachment   2A 

U.S.    DEPASSIEltT  OF  EOUStSG   AHO   UR2AS    DEVELOP;<£ST 
CCMPRESEaSIVE    IMPBOVEMSCT  ASSISTANCE   PROCRA.1    (CUP)    4    CCJlP    CAAHT   PSCCAAM    (CC| 

• soarsi  is  Duosinc  order  o»  tez  199L  c  prior  trsoaLicATEO  rums 

EO0SI3C  AUTSORIirES  WITH    $10,000,000  OR  MORE  OF   tnKlfU.ICA=i3    FU303   AS   OF    9/30/92) 


Data:    02/17/9] 


1991   1    PRIOR 

1992  CCMP  CRAHT 

1991    PSESOMPTIVr: 

BA   CODE 

EA  HAKES 

0W3BLICAH-]  rams 

A3T9CVALS 

SUTnOTAl 

A.-OUXT 

TCTAI, 

hyoos 

HZV  TORS   CTTt   EA 

473,357,113 

193,041,611 

640,199,041 

492,115,413 

1,242,364,532 

RO005 

PRPSA 

202,034,217 

144,491,202 

146,322,419 

160,926,779 

307,449,158 

PA002 

1S7XASEXPSIA  ESSC  A0T3 

US, 429. 889 

79,644,169 

224,074,751 

66,114,761 

310,619,526 

0C001 

OPAE 

72,s7«,eoo 

22,346,694 

91,221,294 

21,593,502 

126,116,756 

I1C02 

csicaco  EA 

61,134,449 

117,194,299 

116,021,741 

111,193, 141 

117,924,051 

VCC01 

VTEX 

49,101,941 

6,367,733 

93,671,136 

7,195,761 

62,167,457 

Aicoi 

ErXKnCEAK 

41,720,272 

11,119,959 

34,940,211 

12,961,671 

67,002,109 

CA006 

ATiAXIA 

42,771,430 

29,135,749 

67,927,179 

21,419,213 

5°,266,3S4 

F7.00S 

cade  couyrr 

41,6*9, 451 

14,121,761 

35,791,221 

13.240.261 

71,111,514 

LA001 

h— .'   CRIXASS 

41,072, 063 

10,664,911 

71,736.391 

21,059,162 

104,796,160 

KJC09 
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STEPS  TAKEN  TO  EXPEDITE  MODERNIZATION  PIPELINE 


During  1993,  held  numerous  meetings  with  industry  groups  (CLPHA,  PHADA, 
NAHRO,  NARMC,  NAIHC)  to  discuss  various  approaches  for  streamlining  the 
CGP  and  expediting  the  allocation  of  CGP  funds. 

Issued  Notice  PIH  93-5  on  February  4,  1993,  which  provided  for  accelerated 
submission  by  HAs  in  advance  of  originally  established  dates  and  accelerated  review 
and  approval  by  HUD  of  the  documents  required  for  FY  1993  CGP  funding.   See 
Attachment  1. 

Secretary  Cisneros  sent  a  letter  on  February  5,  1993,  to  all  CGP  HAs,  which  asked 
that  each  HA  assess  its  modernization  pipeline  and  expedite  the  obligation  and 
expenditure  of  funds,  as  well  as  provide  suggestions  to  HUD  regarding  ways  to 
reduce  the  pipeline.  See  Attachment  2. 

Issued  Notice  PIH  93-10  on  March  10,  1993,  which  provided  additional  guidance  on 
expediting  FY  1993  CGP  funding.    If  large  HAs  (with  500  or  more  units)  met 
specified  criteria,  HUD  would  reduce  the  time  for  its  review  and  approval  of  the 
HA's  FY  1993  annual  submission  from  a  maximum  of  75  days  to  14  days,  wherever 
possible.   See  Attachment  3. 

Note:   Many  HAs  availed  themselves  of  the  opportunities  provided  in  the  two 
Notices  and  had  access  to  the  FY  1993  CGP  funds  earlier  in  the  FY. 

Published  an  interim  CIAP  rule  on  March  15,  1993,  which  simplified  and 
streamlined  modernization  for  the  smaller  HAs  (less  than  250  units)  by:  eliminating 
unnecessary  application  requirements  and  detail;  providing  new  flexibility  in 
applying  for  funds;  streamlining  application  processing  requirements  for  HUD  Field 
staff;  expediting  the  fund  obligation  process  by  HUD;  and  reducing  reporting 
requirements  from  quarterly  to  semi-annually.  See  Attachment  4. 

Sent  a  memorandum  to  all  Regional  Offices  on  April  22,  1993,  which  requested 
that  they  establish  obligation  targets  for  FY  1990  and  prior  year  CIAP  funds,  FY 
1991  CIAP  funds  and  FY  1992  CIAP  funds  for  the  reporting  period  ending 
September  30,  1993.  See  Attachment  5. 

Held  numerous  conference  calls  with  Regional  Office  staff  regarding  the  status  of 
the  modernization  pipeline  and  Regional/Field  efforts  to  provide  technical 
assistance  to  those  HAs  with  the  largest  pipelines. 
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Amount  by  which  Pipeline  Has  Been  Reduced  in  Prior  12-Month  Periods 

HA  capacity  to  obligate  approved  modernization  funds  during  a  12-month  period  has 
dramatically  increased  since  1987.   The  following  table  shows  the  amount  by  which  the 
pipeline  was  reduced  (amount  of  funds  obligated)  and  the  percentage  increase  in  funds 
obligated  since  1987  during  prior  12-month  periods: 

Amount  Pipeline 


12-Month  Period 

Reduced  (Funds 
Obligated) 

%  Increase 
Since  19S7 

%  Increase 
Since  1990 

10/1/92  -  9/30/93 

$2,255.7  million 

174.7% 

48.6% 

10/1/89  -  9/30/90 

$1,517.9  million 

84.9% 

10/1/88  -  9/30/89 

$1,266.9  million 

54.3% 

10/1/87  -  9/30/8S 

$1,066.6  million 

29.9% 

10/1/86  -  9/30/87 

$    821.1  million 

Note:  Data  for  the  12-month  period  ending  9/30/91  are  not  available;  therefore,  there 
is  no  starting  point  for  the  12-month  period  10/1/91  -  9/30/92,  resulting  in  a  24- 
month  gap  in  data  (10/1/90  -  9/30/92). 
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Assistant  Secretary  for  Public  and  Indian  Housing  and/or  his  executive  staff,  with 
Regional  and  Field  Office  staff,  met  with  three  HAs  with  large  pipelines  for  the 
purpose  of  providing  special  technical  assistance  and  monitoring  progress.   A  . 
meeting  with  the  New  York  City  Housing  Authority  was  held  in  May  1993. 
Meetings  with  the  Puerto  Rico  Housing  Authority  and  the  Virgin  Islands  Housing 
Authority  were  held  in  July  1993. 

Worked  with  a  statutory  and  regulatory  review  task  force,  composed  of  HUD  and 
HA  staff,  to  review  the  facilities  management  aspect  of  public  housing.   From  this 
task  force,  additional  recommendations  regarding  simplification  of  the  CGP  have 
emerged  and  will  be  implemented  within  the  near  future. 

In  collaboration  with  the  National  Association  of  Housing  and  Redevelopment 
Officials  (NAHRO),  conducted  9  training  sessions  for  342  HA  staff  and  81  HUD 
staff  on  procurement  requirements  during  FY  1993.    It  is  anticipated  that  9  training 
sessions  will  be  conducted  during  FY  1994.   Such  training  improves  HA  capability 
to  obligate  funds. 

Issued  Notice  PIH  93-47  on  September  16,  1993,  which  informed  HAs  that  the 
method  of  requisitioning  CIAP  funds  approved  in  FY  19S7  and  subsequent  years 
would  be  converted  to  the  Line  of  Credit  Control  System/Voice  Response  System 
(LOCCS/VRS),  effective  December  1,  1993.   The  conversion  reduces  the  time 
required  for  the  Department  to  process  and  approve  payment  and  for  HAs  to 
receive  payments.   See  Attachment  6. 

Issued  Notice  PIH  93-50  on  September  28,  1993,  which  provided  guidance  to 
expedite  HA  procurement  of  goods  and  services.   See  Attachment  7. 

In  September  1993,  contracted  with  the  U.S.  Army  Corps  of  Engineers  to  conduct 
inspections  of  modernization  work  in  progress  and  review  contract  administration. 
Inspections  are  expected  to  begin  in  early  Spring  1994.   To  the  extent  that  problems 
are  identified  through  these  inspections,  HUD  will  be  in  a  better  position  to 
provide  technical  assistance  needed  to  expedite, the  pipeline. 

Issued  Notice  PIH  93-55  on  October  27,  1993,  which  informed  HAs  that  the 
requisition  system  (LOCCS/VRS)  was  being  modified  effective  January  4,  1994,  to 
require  all  HAs  with  modernization  in  progress  to  provide  data  on  the  amount  of 
funds  obligated  and  expended  on  a  quarterly  basis.   This  enables  HUD  staff  to 
analyze  performance  data  and  provide  necessary  technical  assistance  to  move  the 
modernization  pipeline.   See  Attachment  8. 
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Sent  a  memorandum  to  all  Regional  Offices  on  October  27,  1993,  which  requested 
that  the  Regions  take  specific  action  with  regard  to  HAs  which  did  not  meet  their 
fund  obligation  targets  for  September  30,  1993;  also,  requested  that  Regional 
Offices  report  actual  obligation  amounts  against  the  target  obligation  amounts.   See 
Attachment  9. 

In  January  1994,  established  the  Headquarters'  Office  of  Distressed  Public  Housing 
and  Troubled  PHAs.   Staff  members  are  assigned  exclusively  to  oversee  Troubled 
Housing  Authorities.    In  addition,  through  the  Vacancy  Reduction  Program  which 
calls  for  an  assessment  of  high  vacancy  HAs,  HAs  have  been  provided  with  outside 
technical  assistance  to  reduce  vacancies. 

Issued  Notice  PIH  94-5  on  January  21,  1994,  which  will  expedite  HA  access  to  the 
FY  1994  CGP  funds  by  permitting  HAs  to  plan  on  the  basis  of  their  FFY  1993 
formula  amount  (holding  meetings  with  residents  and  conducting  the  annual  public 
hearing).   See  Attachment  10. 

Note:   HUD  will  not  mandate  a  specific  date  for  the  FY  1994  CGP  annual 
submissions.    HAs  may  immediately  submit  documents  necessary  for  the  allocation 
of  FY  1994  funds  as  soon  as  the  presumptive  formula  amount  is  provided  in 
February  1994. 

Published  a  propose     CGP  rule  on  March  8,  1994.  in  collaboration  with  the 
industry  groups,  with  the  following  changes  designed  to  expedite  the  funding  and 
implementation  process:  fungibility  of  work  items  within  the  Five-Year  Action  Plan 
for  greater  flexibility;  early  notification  of  formula  amounts;  earlier  conduct  of 
meetings  with  residents  and  the  annual  public  hearing;  and  adjustments  due  to 
successful  appeals  of  formula  amounts.   See  Attachment  11. 

Prepared  a  Notice,  now  in  Departmental  clearance,  which  provides  instructions  to 
HAs  on  how  to  use  their  oldest  modernization  funds  first,  in  order  to  move  the  pre- 
1991  pipeline  and  complete  and  close  out  older  modernization  programs. 

Entered  into  a  Performance  Agreement  with  President  Clinton  which  establishes 
the  goal  that,  by  September  30,  1994,  HUD  will  reduce  the  unobligated  and 
unexpended  balances  of  FY  1992  modernization  funds  to  30%  and  55%, 
respectively,  of  all  FY  1992  funds  reserved.   Therefore,  all  FY  1992  funds  must  be 
70%  obligated  and  45%  expended  by  September  30,  1994  to  meet  this  target. 
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Mr.  Delay  #16 

Modernization  Pipeline  Report 

Question:   The  Senate  Appropriations  Committee  directed  HUD  to  initiate  a 
quarterly  pipeline  report  on  the  modernization  program.   The  report  is  to 
detail  the  active  steps  being  taken  through  both  regulation  and  program 
management  to  reduce  the  backlog  funds.   Can  you  summarize  the  finding  of  your 
pipeline  reports  to  date? 

Answer:   On  March  30,  1994,  the  Secretary  sent  the  first  report  on  the 
modernization  pipeline  to  both  the  Senate  and  Bouse  Committees  on 
Appropriations.   A  copy  of  this  report  is  attached.   The  report  set  forth  all 
of  the  actions  which  the  Department  has  taken  to  expedite  the  pipeline.   In 
addition,  the  report  demonstrated  a  significant  reduction  in  the  pipeline  from 
September  30,  1992,  to  September  30,  1993.   During  this  12-month  period, 
housing  authorities  obligated  $2.3  billion  of  previously  approved 
modernization  funds.   This  amount  included  $1.7  billion  of  fiscal  year  1991 
and  prior  year  funds . 

HAs  are  now  required  to  report  semiannually,  rather  than  quarterly,  on 
obligations  and  expenditures  for  CIAP  programs  in  progress.   The  summary 
reports  for  the  6-month  period  ending  March  31,  1994,  will  be  available  in 
June  1994. 

HAs  with  CGP  programs  in  progress  report  annually.   However,  the 
Department's  requisition  system.  Line  of  Credit  Control  System  (LOCCS),  now 
provides  quarterly  information  on  CGP  funds  obligated.   As  of  April  30,  1994, 
$1.1  billion  or  53.5  percent  of  the  funds  approved  were  obligated  for  fiscal 
year  1992  CGP;  $547.9  million  or  21.2  percent  of  the  funds  approved  were 
obligated  for  fiscal  year  1993  CGP,  just  approved  in  September  1993. 

Congress  mandated  that  HUD  contract  for  an  independent  evaluation  of  the 
CGP  and  report  the  results  of  the  evaluation  within  3  years  after  the  initial 
allocation  of  assistance.   A  contractor  has  been  selected  and  the  evaluation 
will  commence  shortly. 
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Honorable  David  Obey 

Acting  Chairman,  Committee  on  M/\R  3  0  1994 

Appropriations 
House  of  Representatives 
Washington,  DC  20515-6015       '      . 

Dear  Mr.  Chairman: 

I  am  pleased  to  provide  you  with  the  Department  of  Housing  and  Urban 
Development's  (HUD)  report  on  the  Public  Housing  modernization  pipeline,  directed  by 
the  Senate  Committee  on  Appropriations  in  Senate  Report  103-137,  dated  September  9, 
1993.  The  Committee  directed  the  Department  to  initiate  a  quarterly  pipeline  report  on 
the  Modernization  Program  and  the  active  steps  which  it  is  taking,  through  both 
regulation  and  program  management,  to  assist  housing  authorities  (HAs)  to  reduce  the 
pipeline.  This  is  the  first  report  being  submitted  in  response  to  the  Committee's 
directive. 

First,  let  me  say  that  there  has  been  a  significant  reduction  in  the  pipeline  from 
September  30,  1992,  to  September  30,  1993.   During  this  12-month  period,  HAs  obligated 
$2.3  billion  of  previously  approved  modernization  funds.   This  amount  includes  $1.7 
billion  of  Fiscal  Year  (FY)  1991  and  prior  year  funds.   Please  refer  to  the  first  enclosure, 
Analysis  of  Modernization  Pipeline:   9/30/92  -  9/30/93. 

In  addition,  the  Department  has  taken  a  number  of  steps  to  reduce  the  backlog, 
as  set  forth  in  the  second  enclosure,  Steps  Taken  to  Expedite  Modernization  Pipeline. 
These  steps  have  included: 

1.  Regular  meetings  with  industry  groups  to"  solicit  ideas  for  expediting  the 
pipeline. 

2.  Memoranda  and  conference  calls  to  HUD  Field  staff  to  emphasize  the 
importance  of  reducing  the  pipeline  and  providing  technical  assistance  to 
those  HAs  with  the  largest  pipelines. 

3.  Issuance  of  HUD  Notices  to  HAs  to  emphasize  the  importance  of  getting 
the  work  done  in  a  timely  manner  and  to  convey  revised  program 
procedures  to  simplify  funding  approval  and  implementation. 
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4.  Issuance  of  a  revised  rule  for  the  Comprehensive  Improvement  Assistance 
Program  (CLAP)  to  simplify  program  requirements  for  HAs  with  fewer  than 
250  units. 

5.  Publication  of  a  proposed  rule  for  the  Comprehensive  Grant  Program  (CGP) 
to  expedite  funding  approval  and  program  implementation  for  HAs  with  250 
or  more  units.   Published  March  8,  1994,  this  rule  is  the  result  of  a 
collaborative  effort  between  the  Department  and  the  industry  groups  to 
streamline  the  CGP  and  make  the  funds  available  earlier  in  the  FY.  The 
Department  expects  to  continue  this  productive  working  relationship  during 
consideration  of  the  public  comments,  which  are  due  by  April  22,  1994,  and 
drafting  of  the  final  rule. 

6.  Provision  to  HAs  of  access  to  FY  1993  CGP  funds  approximately  5  months 
earlier  than  in  previous  years,  as  a  result  of  the  CGP  formula  approach  and 
HUD's  accelerated  processing. 

7.  Provision  of  increased  oversight  by  HUD  through  establishment  of  the 
Headquarters'  Office  of  Distressed  and  Troubled  Housing;  contracting  with 
the  U.S.  Army  Corps  of  Engineers  to  inspect  work  in  progress;  and  other 
efforts. 

Since  almost  90  percent  of  the  Modernization  funding  is  now  provided  under  the 
CGP,  I  believe  that  the  basic  philosophy  of  the  CGP  relating  to  local  flexibility  and 
accountability  is  beginning  to  have  a  positive  impact  on  the  pipeline,  as  follows: 

1.  More  stable  and  predictable  funding  under  the  formula  approach  is 
contributing  to  improved  work  planning  and  execution,  as  well  as  greater  HA 
staff  capability; 

2.  HA  ability  to  shift  work  items  from  years' two  through  five  of  the  Five-Year 
Action  Plan  to  year  one,  when  a  problem  is  encountered,  provides  a 
mechanism  for  fund  obligation  to  continue  more  quickly;  and 

3.  Allowing  CGP  agencies  to  proceed  with  various  contracting  actions  without 
prior  HUD  approval  removes  a  major  source  of  delay  during 
implementation.  These  contracting  actions  include:  architectural/engineering 
(A/E)  and  other  professional  services  contracts  before  award;  construction 
solicitations  before  issuance;  and  contract  modifications  before  issuance.  This 
policy  applies  to  both  CGP  programs  and  CLAP  programs  being 
administered  by  CGP  agencies. 
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With  regard  to  legislative  changes,  I  anticipate  that  several  proposals  will  be 
submitted  to  you  shortly.   I  ask  your  support  for  these  changes. 

Finally,  I  would  like  to  emphasize  my  continued  commitment  to  reducing  the 
modernization  pipeline.  Toward  that  end,  I  entered  into  a  Performance  Agreement  with 
President  Clinton  on  March  2,  1994.   One  item  in  this  Performance  Agreement  relates  to 
the  modernization  pipeline.   It  establishes  the  goal  of  reducing,  by  September  30,  1994, 
the  unobligated  and  unexpended  balances  of  FY  1992  modernization  funds  to  30  percent 
and  55  percent,  respectively. 

Please  let  me  know  if  I  can  provide  further  information  to  your  Committee. 

Sincerely, 


HENRY  CISNEROS 

Henry  G.  Cisneros 


Enclosures 
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SIMILAR  LETTERS  SENT  TO: 

Honorable  Joseph  M.  McDade 
Ranking  Minority  Member 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC  20515-6015 

Honorable  Louis  Stokes 
Chairman,  Subcommittee  on  VA, 

HUD  and  Independent  Agencies  ■ 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC  20515-6022 

Honorable  Jerry  Lewis 
Ranking  Minority  Member 
Subcommittee  on  VA,  HUD  and 

Independent  Agencies 
Committee  on  Appropriations 
House  of  Representatives 
Washington,  DC   20515-6022 

Honorable  Robert  C.  Byrd 
Chairman,  Committee  on 

Appropriations 
United  States  Senate 
Washington,  DC   20510-6025 

Honorable  Mark  Hatfield 

Ranking  Minority  Member 

Committee  on  Appropriations 

United  States  Senate 

Washington,  DC   20510-6025  ~    ' 

Honorable  Barbara  Mikulski  Honorable  Phil  Gramm 

Chair,  Subcommittee  on  VA.  HUD  Ranking  Minority  Member 

and  Independent  Agencies  Subcommittee  on  VA  HUD 
Committee  on  Appropriations  and  Independent  Agencies 

United  States  Senate  Committee  on  Appropriations 

Washington,  DC  20510-6032  United  States  Senate 

Washington,  DC  20510-6032 
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ANALYSIS  OF  MODERNIZATION  PIPELINE:   9/30/92  -  9/30/93 


HAs  With  $10  Million  or  More  of  Unobligated  FY  1990  and  Prior  Year  Funds 

As  of  9/30/92,  24  HAs  had  $10  million  or  more  of  unobligated  1990  and  prior  year  funds, 
totaling  $773.8  million.   As  of  9/30/93,  this  number  had  been  reduced  to  6  HAs  with 
unobligated  1990  and  prior  year  funds  totaling  $212.6  million.   This  is  a  reduction  of 
$561.2  million  during  a  12-month  period.   See  Attachments  1A  and  IB. 

HAs  With  $10  Million  or  More  of  Unobligated  FY  1991  and  Prior  Year  Funds 

As  of  9/30/92,  48  HAs  had  $10  million  or  more  of  unobligated  1991  and  prior  year  funds, 
totaling  $1,896.8  million.   As  of  9/30/93,  this  number  had  been  reduced  to  22  HAs  with 
unobligated  1991  and  prior  year  funds  totaling  $807.7  million.   This  is  a  reduction  of 
$1,089.1  million  during  a  12-month  period.   See  Attachments  2A  and  2B. 

Summary  Table  of  Unobligated  Funds 


FY  1990  and  Prior  Years 

FY  1991 

Subtotal  (FY  1991  and  Prior  Years) 

FY  1992  -  CIAP 

FY  1992  -  CGP 

Grand  Total 


Unobligated 
As  of 
9/30/92  a/ 


$1,261.9 
$1.783.8 
$3,045.7 
$   558.4  c/ 
$2,015.0  c/ 


Unobligated 

Amount 

As  of 

Pipeline 

9/30/93  b/ 

Reduced 

Millions) 

$    434.5 

$    827.4 

$    919.7 

$   864.1 

$1,354.2 

$1,691.5 

$   297.0 

$    261.4 

$1,712.2  d/ 

$   302.8 

$3,363.4 

$2,255.7  * 

This  is  a  reduction  of  $23  billion  of  unobligated  funds  during  the  twelve-month 
period  of  10/1/92  -  9/30/93. 
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a/        From  official  Departmental  automated  reports  (Modernization  Quarterly 

Reporting  System  (MQRS)),  summarizing  HA  progress  reports  as  of  9/30/92. 
These  numbers  vary  slightly  from  the  numbers  recently  provided  to 
Congresswoman  Marge  Roukema;  those  numbers  were  based  on  special  ad  hoc 
reports  provided  by  the  HUD  Regional  Offices  in  order  to  get  an  early  reading  of 
the  modernization  pipeline  as  of  9/30/93. 

b/        From  official  Departmental  automated  reports  (MQRS),  summarizing  HA 
progress  reports  as  of  9/30/93. 

c/        FFY  1992  CIAP  and  CGP  funds  approved  by  HUD.   Since  most  FY  1992  funds 
were  approved  by  HUD  in  the  last  two  months  of  FY  1992  (August  and 
September  1992),  HAs  would  not  have  had  an  opportunity  to  obligate  FY  1992 
funds  as  of  9/30/92. 

d/        This  reflects  the  amount  of  funds  not  disbursed  by  the  Department  and,  therefore, 
not  expended  by  HAs  as  of  10/16/93.  The  real  unobligated  amount  would  be 
lower  than  the  unexpended  amount.  The  Department  does  not  have  9/30/93  data 
for  fund  obligations  for  FY  1992  CGP  funds,  but  will  have  data  in  March  1994  for 
the  period  ending  12/31/93.   Therefore,  the  unobligated  amount  is  overstated  at 
this  point.   A  more  accurate  figure,  based  on  a  modification  of  the  requisition 
system  (Line  of  Credit  Control  System/Voice  Response  System),  is  expected  to  be 
available  next  month. 

In  the  last  quarter  of  FY  1993  (7/1-9/30/93),  the  Department  approved  an  additional  $2.9 
billion  of  FY  1993  CIAP  and  CGP  funding.   If  this  were  added  to  the  pipeline  of  FY 
1992  and  prior  year  funds  ($3.4  billion),  the  total  pipeline  would  be  $6.3  billion. 
However,  since  HAs  were  just  approved  in  August/September  1993  for  the  $2.9  billion,  it 
is  misleading  to  show  this  amount  as  part  of  the  modernization  pipeline  as  of  9/30/93. 
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U.S.    DEPARTMENT   OF   BOUSING  AND   URBAN   DEVELOPMENT 
COMPREHENSIVE   IMPROVEMENT  ASSISTANCE   PROCRAM    (CIAP)    C    COMP   CRANT  PROGRAM    (CG) 

SORTED    IN   DESCENDING  ORDER  OP  THE      1990   6   PRIOR  UNOBLIGATED   FUNDS 

BOUSING   AUTHORITIES   WITH   510,000,000   OR  MORE  OF   UNOBLIGATED   FUNDS   A3   OF   9/30/92 


EA 


1990   &   PRIOR 
UNOBLIGATED   FUNDS 


1991   CLAP 

APPROVALS 


1992   COMP   CRANT 
APPROVALS 


1993   PRESUMPTIVE 

AMOUNT 


NY005 
RQ005 
PA002 
DC001 
IL002 
VC.001 
NJ010 
HY001 
KA002 
LA001 
KY002 
05003 
NJ009 
NJ005 
CA004 
VA001 
NJ014 
SA001 
HJ021 
CA001 
HJ002 
PA008 
TN001 


HEW  YORK  CITY  EA 

PRPEA 

PSILADELPEIA  ESNG   AUT 

DPAB 

CHICAGO  EOUSINC  AUTEO 

VI  EA 

CAMDEN   E   A 

SYRACUSE   EA 

BOSTON   EA 

NEW  ORLEANS 

EU7FAL0  MUNICIPAL   EA 

CUYAHOGA  MBA 

JERSEY   CITY   E   A 

T5ZXTON    E    A 

LOS   ASCELES   CITY 

NEWPORT   KEVS   PED 

ATLANTIC   CITY   E  A 

FITTEEURCE   ESNC   AUTE 

PATERSON   E   A 


A003        CAX3 


U. 


NEVA?-"   E   A 
EARRISBURC   ESNG  AUTE 
MEMPHIS 
CAX3RIDCE   EA 


231,970,048 
127,517,335 
64,017,020 
45,350,491 
31,182,613 
27,028,440 
21,322,375 
19,823,132 
18,210,613 
17,571,153 
16,970,256 
16,431,649 
16,291,379 
12,936,685 
11,252,940 
11,221,198 
11,091,101 
10,944,865 
10,760,118 
10,705,232 
10,586,185 
10,254,883 
10,252,894 
10,064,355 


272,526,821 
74,536,882 
84,517,522 
27,324,109 
106,000,000 
23,313,682 
0 
12,260,253 
10,755,661 
31,920,465 

8,982,319 
25,200,000 
24,893,531 
0 
25,911,075 

2.976,673 

6,284,303 
16,417,825 
10,423,481 

7,783,000 
20,573,552 

4,330.897 


365,011,633 

144,468,202 

75,644,869 

25,546,694 

117,894,299 

6,567,755 

4,647,927 

3,676,115 

29,458,231 

30,664,913 

13,893,969 

33,319,040 

7,961,899 

3,570,455 

24,119,669 

2,470,335 

3,202.611 

22,135.572 

4,594,619 

9,354.155 

30,200,162 

3, 705. 63! 

12,675,376 

3,281,414 


869,538,502 
346,522,419 
224,179,411 
98,221,294 
257,076,912 
56,509,677 
25,970,302 
35,759,500 
58,424,505 
60,156,551 
39,846,544 
74,950,689 
49,146,808 
16,507,170 
61,263,703 
16, 668,206 
22,578.215 
45,459,662 
25,778,218 
27,842,427 
61,359,919 
18,251,405 
22,928,270 
17,077,763 


402,185,485 

160,926,779 

86,814,766 

28,595,502 

131,895,343 

7,195,761 

5,133,245 

4,175,355 

33,586,697 

33,059,862 

15,457,223 

37,541,803 

9,049,750 

3,537,450 

27,182,145 

2.659,947 

3,527,100 

2S. 019. 750 

4,883,186 

10,404,079 

37,319,655 

4,178,871 

13,557,128 

3,749,718 


1,271,723,987 
507,449,198 
310,994,179 
126,816,796 
388,972,255 
64.105,638 
31,103,547 
39,934,855 
92,411,202 
113,216,413 
55,313,767 
112,892,492 
58,196,558 


,679,618 

470,276 

,895,398 

7,487 


773,756,560 


604,664,051 


2,556,517,278         1,053,256,686 


3,649,773,964 
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Attachment    IB 
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Attachment    2A 


u.s.  department  or  eousinc  jura  uaaAN  development 

COMPREHENSIVE    IMPROVEMENT   ASSISTANCE   PROCRAM    (CIA?)    4    COMP    CRANT   PKCCRAM    (CC| 

• SORTED    IN   OEJCENDENC   ORDER  O?   TJEZ    1991    &    PRIOR   UNOBLIGATED    FUNDS 

BCUSINC   AUTHORITIES   WITH    $10,000,000   OR  MORE   OF    UNOBLIGATED    FUND3    AS   OF    9/30/92J 


Cj:«:    02/17/93 


1991    t    PRIOR 

1992    CCM?   GRANT 

1993    PRESUMPTIVE 

EA   COOE 

EA   HAMZS 

UNOBLIGATED    FUNDS 

APPROVALS 

SUBTOTAL 

AMOUST 

TOTAL 

H-.'COS 

ktw  ropjt  cm  EA 

473,397,413 

.363,041,633 

640,199,046 

402,105,495 

1,242,304,133 

RQOOS 

PRPEA 

202,034,117 

144,466,202 

346,322,419 

160,526,779 

507,449,158 

FA002 

PEILAOELPEIA  ESNC   AUT3 

149,429,989 

73,644,869 

224,074,758 

66,614,76a 

310,889,526 

ocooi 

DPAE 

72,(74,600 

25,346,694 

96,321,394 

26,395,502 

126,816,796 

IIC  02 

CHICAGO    EA 

69,134,449 

117,894,299 

186,039,749 

111, 693, 343 

317,924,091 

vcoai 

VI  EA 

49,103,941 

6,567,733 

53,671,696 

7,193,761 

(2,867,437 

ALC01 

EIRMTNCEAM 

43,720,272 

11,219,939 

34,540,231 

12,061,976 

67,002,109 

CA006 

ATLANTA 

42,771,430 

23,133,749 

67,527,179 

26,419,213 

96,366,394 

FLOOS 

cadz  county 

41,669,436 

14,128,768 

33,798,225 

13,240.266 

71.136,314 

LAO  01 

HTV   ORLEANS 

41,072,063 

30,664,933 

71,736,996 

33,039,962 

104,796,660 

KJC09 

fOJOt  cirr  E  A 

37,216,099 

7,961,656 

43,175.997 

9.049,730 

54,229,717 

xvcoi 

ttUCOtt   EA 

30,497,003 

3.676,113 

34,173,120 

4,175,393 

38,116,173 

TX009 

DALLAS 

30,236,463 

11.163,304 

43,319,767 

14,147,C06 

37,666,773 

"CA004 

LCS    ANCELES    CITY 

29,699.663 

24.115,666 

31,015,351 

27,182,14: 

61,201,496 

CAC02 

E03TCS    EA 

26.729,914 

29,431.231 

38,167,743 

33,566,65: 

52,174,442 

ureal 

KTVAJM    E    A 

27,218,629 

30,100,162 

37,449,9:1 

27,315,655 

54,768,510 

F1003 

TAMPA 

23.073.7e3 

7,3:3,762 

32,431.513 

7,5ii.eoo 

63,343,345 

CSC03 

CVYASCGA   KZA 

31, 134. 730 

33,3:5,040 

37,511,801 

S5,2S3,3S3 

ir:oc2 

EUT7ALC    KJX1Z:?>-    EA 

23,539,363 

13,653,559 

37,633,554 

13,157,323 

33,301,177 

PA006 

ALLZCZ32T.'    CO 

22.374,663 

6,438,116 

25, 033, co: 

7,123.212 

36,138,244 

ICNI 

EAST   ST   LCUI"    EA 

32,322,613 

4,610,196 

25,563,103 

9,110.818 

32,073,721 

15017 

INDIANAPOLIS    EA 

21,614,413 

1,503,317 

23,717,730 

4,272,435 

29,S90,165 

K-010 

CAMDEN    E   A 

21,323,373 

4,617,527 

33,970,303 

5,133,245 

31, 112, 547 

FA001 

PITTSJUSCE    ESJG   AiTi 

19,270,921 

22,133,572 

41,406,453 

25,015, 7S0 

65,428,253 

KJ021 

PATSRSCH    E   A 

19,002,741 

1, 591, 619 

32,557,360 

4,(81,166   ■ 

28,400,546 

crooi 

EAIICZKIT  EA 

16,709,731 

1,619,646 

33,359,357 

■  4.132,34: 

36,741,538 

CE006 

L'JCVS    KEA 

16,649,691 

3,311,179 

33,856,370 

5,874,606 

39,773,178 

CE003 

CATTCH   KTTFOFCLITAN    E.    A. 

16,337,872 

6,387,131 

35,533,123 

5.215,395 

36,17l,7ie 

CAC0  3 

CA3CLAND 

16,357,334 

9,334,193 

27,731,325 

10,434,075 

38,155,608 

KJ014 

ATLANTIC  crry  E  a 

16,362,477 

3,302,911 

21.563,286 

3,517,100 

33,053,368 

K3002 

KANSAS    CITT,    KS 

16,926,132 

1.712,990 

20,239,022 

4.011,791 

34,332,613 

ccooi 

DENVER 

19,844,118 

7,303,792 

22,347,910 

7,534,430 

31,363,340 

CA001 

SAX   rSASCISCO 

13,334,906 

16,689,116 

32,424,026 

16,744,221 

31,166,347 

9A006 

EARRISBURG   ESMO  ALTS 

H.43S.124 

3,705,625 

lf,"144,749 

4,178,(71 

33,333,620 

VA003 

KXVPGRT  HZV3   f_ET    4    ESXC 

14,019,764 

2,470,323 

16,490,099 

2,659,947 

19,190,046 

KA003 

CAMERXDCa   EA 

11,711,467 

1,261,414 

16.992,681 

3,749,719 

20,743,359 

VA001 

SEATTLE 

13,706,206 

12,225,629 

25,934,941 

11,170,198 

39,109,139 

WIOOI 

WZVOLU732  EA 

13, 700, 964 

7,902,031 

21.201,015 

8,409,011 

29,(12,04( 

crea* 

KEV  E1VE3  EA 

13,436,466 

4,710,931 

18,169,397 

9,090,132 

21,249,725 

W0L3 

E3E0XTS   E  A 

13,003,669 

2,166,412 

13,192,081 

2,616,011 

17,908,114 

KJOOS 

trjstc*  e  a 

12,936,683 

3,970,469 

16,907,170 

1,917,430 

20,444,620 

CTC06 

vATsaox;  ea 

.  12. 716, 369 

1,189,096 

13,905.651 

1,250,140 

19,193,793 

K30C2 

EALTTKCTB   ESSC  A3T3 

12,606,629 

19,611,979 

48,216,407    ' 

40,719,806 

(9,936,291 

TX006 

EAS  ASTCine 

12,019,061 

11,471,301 

25,486,362 

14,838,103 

40,122,465 

EI001 

■Man 

11, 117, 744 

11,921,918 

22,939,260 

14,499,341 

37,436,601 

TNCOl 

KZMPSXS 

10,292,894 

12,671,176 

22,926,270 

11, 967, 126 

36,995,396 

CE004 

csfciTcar:  KXT7-:cimN  E 

10,203,004 

17,908,132 

28,109,356 

19.398,220 

47,705,578 

KJ013 

PASSAIC   E  A 

10,093,039 

1,176,949 

11,270,197 

1,199,708 

12,665,693 

1,359,074,123 
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STEPS  TAKEN  TO  EXPEDITE  MODERNIZATION  PIPELINE 


During  1993,  held  numerous  meetings  with  industry  groups  (CLPHA,  PHADA, 
NAHRO,  NARMC,  NAIHC)  to  discuss  various  approaches  for  streamlining  the 
CGP  and  expediting  the  allocation  of  CGP  funds. 

Issued  Notice  PIH  93-5  on  February  4,  1993,  which  provided  for  accelerated 
submission  by  HAs  in  advance  of  originally  established  dates  and  accelerated  review 
and  approval  by  HUD  of  the  documents  required  for  FY  1993  CGP  funding.  See 
Attachment  1. 

Secretary  Cisneros  sent  a  letter  on  February  5,  1993,  to  all  CGP  HAs,  which  asked 
that  each  HA  assess  its  modernization  pipeline  and  expedite  the  obligation  and 
expenditure  of  funds,  as  well  as  provide  suggestions  to  HUD  regarding  ways  to 
reduce  the  pipeline.   See  Attachment  2. 

Issued  Notice  PIH  93-10  on  March  10,  1993,  which  provided  additional  guidance  on 
expediting  FY  1993  CGP  funding.    If  large  HAs  (with  500  or  more  units)  met 
specified  criteria,  HUD  would  reduce  the  time  for  its  review  and  approval  of  the 
HA's  FY  1993  annual  submission  from  a  maximum  of  75  days  to  14  days,  wherever 
possible.   See  Attachment  3. 

Note:   Many  HAs  availed  themselves  of  the  opportunities  provided  in  the  two 
Notices  and  had  access  to  the  FY  1993  CGP  funds  earlier  in  the  FY. 

Published  an  interim  CIAP  rule  on  March  15,  1993,  which  simplified  and 
streamlined  modernization  for  the  smaller  HAs  (less  than  250  units)  by:  eliminating 
unnecessary  application  requirements  and  detail;  providing  new  flexibility  in 
applying  for  funds;  streamlining  application  processing  requirements  for  HUD  Field 
staff;  expediting  the  fund  obligation  process  by  HUD;  and  reducing  reporting 
requirements  from  quarterly  to  semi-annually.   See  Attachment  4. 

Sent  a  memorandum  to  all  Regional  Offices  on  April  22,  1993,  which  requested 
that  they  establish  obligation  targets  for  FY  1990  and  prior  year  CIAP  funds,  FY 
1991  CIAP  funds  and  FY  1992  CIAP  funds  for  the  reporting  period  ending 
September  30,  1993.   See  Attachment  5. 

Held  numerous  conference  calls  with  Regional  Office  staff  regarding  the  status  of 
the  modernization  pipeline  and  Regional/Field  efforts  to  provide  technical 
assistance  to  those  HAs  with  the  largest  pipelines. 
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Amount  by  which  Pipeline  Has  Been  Reduced  in  Prior  12-Month  Periods 

HA  capacity  to  obligate  approved  modernization  funds  during  a  12-month  period  has 
dramatically  increased  since  1987.  The  following  table  shows  the  amount  by  which  the 
pipeline  was  reduced  (amount  of  funds  obligated)  and  the  percentage  increase  in  funds 
obligated  since  1987  during  prior  12-month  periods: 

Amount  Pipeline 


12-Month  Period 

Reduced  (Funds 
Oblieated^ 

%  Increase 
Since  1987 

%  Increase 
Since  1990 

10/1/92  -  9/30/93 

$2,255.7  million 

174.7% 

48.6% 

10/1/89  -  9/30/90 

$1,517.9  million 

84.9% 

10/1/88  -  9/30/89 

$1,266.9  million 

54.3% 

10/1/87  -  9/30/88 

$1,066.6  million 

29.9.% 

10/1/86  -  9/30/87 

$   821.1  million 

Note:  Data  for  the  12-month  period  ending  9/30/91  are  not  available;  therefore,  there 
is  no  starting  point  for  the  12-month  period  10/1/91  -  9/30/92,  resulting  in  a  24- 
month  gap  in  data  (10/1/90  -  9/30/92). 
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Assistant  Secretary  for  Public  and  Indian  Housing  and/or  his  executive  staff,  with 
Regional  and  Field  Office  staff,  met  with  three  HAs  with  large  pipelines  for  the 
purpose  of  providing  special  technical  assistance  and  monitoring  progress.   A 
meeting  with  the  New  York  City  Housing  Authority  was  held  in  May  1993. 
Meetings  with  the  Puerto  Rico  Housing  Authority  and  the  Virgin  Islands  Housin« 
Authority  were  held  in  July  1993. 

Worked  with  a  statutory  and  regulatory  review  task  force,  composed  of  HUD  and 
HA  staff,  to  review  the  facilities  management  aspect  of  public  housing.   From  this 
task  force,  additional  recommendations  regarding  simplification  of  the  CGP  have 
emerged  and  will  be  implemented  within  the  near  future. 

In  collaboration  with  the  National  Association  of  Housing  and  Redevelopment 
Officials  (NAHRO),  conducted  9  training  sessions  for  342  HA  staff  and  81  HUD 
staff  on  procurement  requirements  during  FY  1993.   It  is  anticipated  that  9  trainina 
sessions  will  be  conducted  during  FY  1994.   Such  training  improves  HA  capability 
to  obligate  funds. 

Issued  Notice  PIH  93-47  on  September  16,  1993,  which  informed  HAs  that  the 
method  of  requisitioning  CIAP  funds  approved  in  FY  1937  and  subsequent  years 
would  be  converted  to  the  Line  of  Credit  Control  System/Voice  Response  System 
(LOCCS/VRS),  effective  December  1,  1993.   The.  conversion  reduces  the  time 
required  for  the  Department  to  process  and  approve  payment  and  for  HAs  to 
receive  payments.   See  Attachment  6. 

Issued  Notice  PIH  93-50  on  September  28,  1993,  which  provided  guidance  to 
expedite  HA  procurement  of  goods  and  services.   See  Attachment  7. 

In  September  1993,  contracted  with  the  U.S.  Army  Corps  of  Engineers  to  conduct 
inspections  of  modernization  work  in  progress  and  review  contract  administration. 
Inspections  are  expected  to  begin  in  early  Spring  1994.  To  the  extent  that  problems 
are  identified  through  these  inspections,  HUD  will  be  in  a  better  position  to 
provide  technical  assistance  needed  to  expedite  .the  pipeline. 

Issued  Notice  PIH  93-55  on  October  27,  1993,  which  informed  HAs  that  the 
requisition  system  (LOCCS/VRS)  was  being  modified  effective  January  4,  1994,  to 
require  all  HAs  with  modernization  in  progress  to  provide  data  on  the  amount  of 
funds  obligated  and  expended  on  a  quarterly  basis.  This  enables  HUD  staff  to 
analyze  performance  data  and  provide  necessary  technical  assistance  to  move  the 
modernization  pipeline.   See  Attachment  8. 
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Sent  a  memorandum  to  all  Regional  Offices  on  October  27,  1993,  which  requested 
that  the  Regions  take  specific  action  with  regard  to  HAs  which  did  not  meet  their 
fund  obligation  targets  for  September  30,  1993;  also,  requested  that  Regional 
Offices  report  actual  obligation  amounts  against  the  target  obligation  amounts.   See 
Attachment  9. 

In  January  1994,  established  the  Headquarters'  Office  of  Distressed  Public  Housing 
and  Troubled  PHAs.   Staff  members  are  assigned  exclusively  to  oversee  Troubled 
Housing  Authorities.   In  addition,  through  the  Vacancy  Reduction  Program  which 
calls  for  an  assessment  of  high  vacancy  HAs,  HAs  have  been  provided  with  outside 
technical  assistance  to  reduce  vacancies. 

Issued  Notice  PIH  94-5  on  January  21,  1994,  which  will  expedite  HA  access  to  the 
FY  1994  CGP  funds  by  permitting  HAs  to  plan  on  the  basis  of  their  FFY  1993 
formula  amount  (holding  meetings  with  residents  and  conducting  the  annual  public 
hearing).   See  Attachment  10. 

Note:   HUD  will  not  mandate  a  specific  date  for  the  FY  1994  CGP  annual 
submissions.    HAs  may  immediately  submit  documents  necessary  for  the  allocation 
of  FY  1994  funds  as  soon  as  the  presumptive  formula  amount  is  provided  in 
February  1994. 

Published  a  proposed  CGP  rule  on  March  8,  1994,  in  collaboration  with  the 
industry  groups,  with  the  following  changes  designed  to  expedite  the  funding  and 
implementation  process:  fungibility  of  work  items  within  the  Five-Year  Action  Plan 
for  greater  flexibility;  early  notification  of  formula  amounts;  earlier  conduct  of 
meetings  with  residents  and  the  annual  public  hearing;  and  adjustments  due  to 
successful  appeals  of  formula  amounts.   See  Attachment  11. 

Prepared  a  Notice,  now  in  Departmental  clearance,  which  provides  instructions  to 
HAs  on  how  to  use  their  oldest  modernization  funds  first,  in  order  to  move  the  pre- 
1991  pipeline  and  complete  and  close  out  older  modernization  programs. 

Entered  into  a  Performance  Agreement  with  President  Clinton  which  establishes 
the  goal  that,  by  September  30,  1994,  HUD  will  reduce  the  unobligated  and 
unexpended  balances  of  FY  1992  modernization  funds  to  30%  and  55%, 
respectively,  of  all  FY  1992  funds  reserved.   Therefore,  all  FY  1992  funds  must  be 
70%  obligated  and  45%  expended  by  September  30,  1994  to  meet  this  target. 


454 

Mr.  Delay  #17 

Earned  Income  Disregard 

Question:   The  1993  Bousing  and  Community  Development  act  included  an 
18-month  earned  income  disregard  for  purposes  of  calculating  public  housing 
rent.   A  public  housing  resident  who  begins  receiving  work-related  income 
after  being  unemployed  for  12  months  or  more  will  experience  no  increase  in 
rent  for  18  months.   Rent  is  then  capped  at  30  percent  of  adjusted  income. 
What  system  is  in  place  for  a  PHA  to  know  when  a  resident  gets  a  job? 

Answer:   Recertif ication  of  income  and  sources  of  income  (including 
wages)  is  required  annually  of  each  household.   In  addition,  in  some  PHAs, 
residents  are  required  to  report  increases  in  income  (and  changes  in  job  and 
household  status ) ,  and  if  they  fail  to  report  income  increases  and  the 
increase  is  discovered  at  the  time  of  recertif ication,  back  rent  is  due.   Such 
detailed  checking  is  optional  to  the  PHA. 

Question:   How  does  the  PHA  document  the  amount  of  income  received  by 
the  tenant?   If  documented,  how  reliable  is  the  information? 

Answer:   Regulations  require  verification,  but  do  not  require  a  specific 
method.   HUD  encourages  review  of  tenant  income  documents.   PHAs  can  ask 
tenants  for  copies  of  IRS  statements  and  copies  of  wage  and  welfare 
statements.   PHAs  can  also  directly  ask  employers  to  send  wage  documents. 
When  provided,  such  information  should  be  reliable.   Under  authority  of  the 
Omnibus  Reconciliation  Act  of  1993,  HUD  Headquarters  staff  will  be  able  to 
directly  obtain  access  to  IRS  and  Social  Security  data,  match  these  with 
tenant-supplied  income  data,  and  indicate  the  specifics  of  discrepancy  to  the 
PHA.   This  more  complete  and  reliable  type  of  checking  is  scheduled  to  begin 
during  fiscal  year  1996. 

Question:   Is  there  any  estimated  cost  of  the  disallowance  of  earned 
income  to  the  Federal  government? 

Answer:   The  estimated  cost  is  $12  million.   However,  this  provision 
would  replace  section  515(b)  of  NAHA,  which  is  very  similar  and  was  also 
estimated  to  cost  $12  million. 
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income  to  the  Federal  government? 
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would  replace  Section  515(b)  of  MAHA,  which  is  very  similar  and  was  also 
estimated  to  cost  $12  million. 
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Mr.  Gallo  #1 

Senior  Citizen  Housing 

Question:   Mr.  Secretary,  at  last  year's  hearing,  as  you  may  remember,  I 
was  very  concerned  about  the  nearly  fifty  percent  cut  in  senior  citizen 
housing  proposed  in  the  President's  budget.   Fortunately,  this  subcommittee 
was  able  to  find  the  resources  to  restore  that  cut. 

When  this  year's  budget  came  up  to  Congress,  I  was  shocked  to  see  a  cut 
approaching  90  percent  in  the  Section  202  program,  from  9,000  units  in  fiscal 
year  1994  to  fewer  than  1,200  units  in  fiscal  year  1995. 

Let  me  illustrate  why  this  is  such  a  problem.   In  my  district  alone,  the 
waiting  list  for  senior  citizen  housing  has  more  than  2,500  people  on  it.   In 
Parsippany,  more  than  1,200  people  are  waiting  for  space  at  two  complexes.   In 
Morristown,  130  people  are  on  the  list.   Mount  Olive  has  200  people  waiting. 
In  Peguanock,  500  seniors  are  being  told  to  wait,  and  wait,  and  wait.   The 
list  goes  on. 

More  than  one  senior  has  told  me  that  it  seems  as  though  the  government 
is  just  waiting  for  seniors  to  die,  rather  than  working  to  diminish  their  wait 
for  affordable  housing. 

At  a  time  when  the  United  States  has  nearly  21  million  senior  citizens — 
and  that  number  is  growing — how  can  you  justify  these  drastic  cuts  in  funding 
for  Section  2  02 — a  program  that  has  worked  so  well? 

■ 

Answer:   I  appreciate  your  concern  about  the  proposed  reduction  in  the 
budget  for  the  Section  202  program.   It  is  never  easy  to  make  these  hard 
decisions.   However,  I  believe  that  the  reduction  will  be  partially  offset  by 
the  ability  to  designate  certain  developments  as  elderly  only,  and  by  the 
increase  in  alternatives  for  physically  and  mentally  disabled  tenants  in  the 
mainstream  of  the  housing  market.   Thus,  existing  units  for  the  elderly  will 
be  able  to  accommodate  more  elderly  persons.   We  are  also  hopeful  that  HUD 
will  be  able  to  play  a  role  in  the  delivery  of  the  long-term  care  services  for 
the  elderly  proposed  in  the  President's  health  care  proposal.   This  will 
reduce  the  demand  for  housing  for  the  elderly  by  allowing  us  to  help  more 
elderly  persons  stay  in  their  homes  because  of  the  services  that  will  be 
available  to  them. 

Question:   Also,  what  is  the  number  of  Section  202  applications  currently 
pending  approval  before  HUD? 

Answer:   The  Department  recently  received  493  section  202  applications 
from  private  nonprofit  organizations  in  response  to  our  February  2,  1994, 
Notice  of  Fund  Availability.   In  addition,  HUD  is  currently  reviewing 
900  projects  for  both  the  elderly  and  disabled  programs  that  have  previously 
received  fund  reservations  and  have  not  yet  started  construction. 

Mr.  Gallo  #2 

Quality  of  life  for  residents  of  Assisted  Senior  Citizen  Housing 

Question:   Mr.  Secretary,  let  me  express  to  you  another  matter  I  am  very 
concerned  about — the  safety  and  security  of  those  seniors  living  in  public 
housing  units . 

I  am  sure  you  have  heard,  as  I  have,  some  real  horror  stories  about 
senior  citizens  living  in  mixed  population  senior  citizen  housing  whose 
residents  also  include  young  substance  abusers. 
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Mo  one  I  have  spoken  with  about  this  situation  is  against  mixed  housing — 
in  fact,  the  seniors  I  have  spoken  with  enjoy  having  the  chance  to  be  around 
young  people.   I  believe  that  mixed  housing  can  be  an  enriching  experience  for 
everyone  there. 

However,  it  becomes  a  problem  when  some  of  the  residents  are  young 
substance  abusers  who  create  a  very  intimidating  atmosphere  in  a  particular 
building.   Seniors  are  frightened,  their  dignity  is  assaulted,  and  their  sense 
of  security  is  undermined.   And  it's  not  just  seniors.   Persons  suffering  from 
other  disabilities  are  also  subject  to  harassment. 

I  am  pleased  that  your  Department  has  at  last  published  the  Final  Rule 
concerning  this  situation,  but  was  disappointed  that  the  Rule  did  not  address 
this  specific  problem. 

I  fully  support  rehabilitation  for  substance  abusers.   However,  I 
seriously  question  the  wisdom  of  integrating  them  with  both  the  elderly  and 
with  people  who  have  other  disabilities. 

People  need  to  feel  secure  in  their  homes — otherwise  it  doesn't  feel  like 
a  home.   Therefore,  would  you  support  legislation  that  would  specifically 
exempt  young  substance  abusers  from  mixed  population  projects? 

Answer:   The  Department  supports  your  objective,  the  assurance  of  lease- 
compliant  behavior  by  all  residents  of  senior  housing,  but  would  be  reluctant 
to  support  legislation  directed  specifically  at  "young  substance  abusers." 
The  use  of  illegal  drugs  is  currently  grounds  for  disqualification  and 
eviction  of  applicants  from  public  housing.   Furthermore,  drug  and  alcohol 
abusers  who  do  not  comply  with  the  lease  are  subject  to  eviction  even  if  their 
noncompliant  behavior  is  a  result  of  drug  or  alcohol  abuse.   This  includes  the 
intimidating  behavior  and  harassment  that  you  describe. 

The  problem  of  defining  the  category  of  "young  substance  abusers"  with 
sufficient  precision  so  that  it  could  be  used  as  a  predictor  of  tenant 
behavior  is  overwhelming.   Furthermore,  using  a  handicap  condition  as  a 
predictor  of  behavior  is  contrary  to  Civil  Rights  laws. 

The  Occupancy  Task  Force,  established  pursuant  to  Section  643  of  the 
Housing  and  Urban  Development  Act  of  1993,  recently  released  its  final  report 
dated  April  7,  1994  (attached).   The  Task  Force  is  comprised  of  housing 
providers,  advocacy  groups,  assisted  housing  tenants  and  persons  with 
disabilities.   The  report  includes  extensive  recommendations  to  the  Department 
in  the  area  of  tenant  selection  standards  and  lease  compliance.   On  the  basis 
of  the  report,  HUD  is  developing  regulations  and  guidance  for  PHAs  that  will 
support  them  in  their  efforts  to  avoid  admitting  individuals  who  are  unlikely 
to  comply  with  the  lease  and  tp  promptly  terminate  the  leases  of  individuals 
whose  behavior  represents  a  threat  to  the  health  and  safety  of  other 
residents. 
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Mr.    Gallo   #3 

Preservation  Housing  Funding 

Questions   I  am  concerned  about  the  Department's  zeroing  out  of  Low 
Income  Bousing  Preservation  funds.   In  my  district,  I  have  a  project  in  Dover 
that  we  have  had  to  fight  to  keep  as  affordable  housing.   A  few  years  ago  we 
were  concerned  that  we  would  lose  these  units  to  prepayment.   Fortunately  that 
situation  was  avoided. 

While  I  certainly  recognize  the  constraints  on  your  budget,  at  a  time 
when  you  are  asking  for  funds  to  build  1,700  new  housing  units,  I  believe  it 
is  very  important  that  we  not  put  ourselves  in  a  situation  where  we  are  losing 
perfectly  adequate  affordable  housing  units.   In  my  district,  for  example,  the 
people  who  would  be  displaced  would  have  very  few  options — other  than  leaving 
the  area. 

Can  you  assure  me  about  HUD's  commitment  to  maintaining  our  affordable 
housing  stock? 

Answer :   The  Administration  remains  committed  to  maintaining  the 
affordable  housing  stock.   We  are  not  requesting  additional  appropriations  for 
preservation  at  this  time  because  we  believe  that  carryover  funds  will  be 
sufficient  to  cover  all  projects  expected  to  be  ready  for  funding  in  fiscal 
year  1995. 

Mr.  Gallo  #4 

Poverty  Data  Correction 

Question:   In  the  part  of  the  country  where  I  come  from,  we  have  one  of 
the  highest  costs  of  living  in  the  nation.   Frequently,  when  Federal  programs 
use  poverty  data — which  is  not  adjusted  state-by-state — to  determine 
eligibility  for  Federal  assistance,  my  state,  and  others  in  a  similar 
situation,  get  short-changed. 

Fortunately,  many  of  HUD's  most  important  programs  do  take  into  account 
cost-of-living.   The  procedure  for  setting  fair  market  rents— which,  you, 
Mr.  Secretary,  were  most  helpful  with  last  year — does  insure  that  HUD  funds  do 
get  to  people  in  genuine  need  in  areas  with  a  high  cost-of-living.   There  are, 
however,  several  programs  which  use  poverty  statistics  to  determine 
allocations : 

•  Community  Development  Block  Grant  Entitlement  Grants; 

•  Community  Development  Block  Grant  Small  Cities  Program;  and 

•  Community  Development  Block  Grant  State  Program. 

I  have  introduced  legislation  that  would  help  address  this  inequity  by 
requiring  the  Census  Department  to  adjust  the  poverty  data  statistics  on  a 
State-by-state  basis  to  account  for  differences  in  the  cost  of  living.   Since 
you  do  have  several  programs  that  would  be  impacted,  could  you  give  us  your 
thoughts  on  that  proposal? 

Answer:   We  understand  your  concern.   The  National  Research  Council  has  a 
Panel  on  Poverty  and  Family  Assistance  which  is  due  this  fall  to  come  up  with 
recommendations  on  adjusting  statistics  for  cost-of-living  differences.   We 
suggest  that  the  panel's  recommendations  be  considered  before  introducing 
legislation. 
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Mr.  Gallo  #5 

Newark  Regional  Administrator 

Question:   What  steps  have  been  taken  to  improve  morale  in  the  Newark 
Office? 

Answer:   The  most  significant  morale  problem  was  the  former  office  space. 
This  past  November,  at  a  cost  of  some  $1.5  million,  HUD  relocated  the  Newark 
Office  into  a  desirable  location  with  attractive  office  space.   The  site  is 
directly  across  from  the  new  Performing  Arts  Center. 

The  new  office  is  large  enough  to  include  a  First  Aid  Room,  very 
attractive  employee  lounges,  and  more  than  adequate  conference  facilities. 
The  office  was  also  able  to  obtain  new  systems  furniture  throughout.   Since 
the  move,  employee  morale  has  dramatically  improved.   Secretary  Cisneros's 
visit  to  the  office  in  December  also  contributed  to  the  turnaround. 

A  series  of  workshops  are  being  held  throughout  the  country  to  not  only 
provide  information  regarding  the  reorganization,  but  to  focus  on  developing 
Customer  Service  models  and  action  plans.  Newark  is  one  of  the  sites  chosen 
for  these  workshops. 

Question:  Are  you  any  closer  to  naming  an  administrator  for  that  Office? 

The  Department  is  moving  quickly  to  appoint  permanent  State  and  Area 
Coordinators.   The  Secretary  has  made  this  a  top  priority. 
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FEDERAL  BOUSING  ADMINISTRATION  FUND  

SECTION  8  PROPERTY  DISPOSITION   

HOUSING  FOR  THE  ELDERLY  OR  HANDICAPPED   

CONGREGATE  SERVICES  

BOUSING  COUNSELING  ASSISTANCE  

OTHER  HOUSING  PROGRAMS: 

MANUFACTURED  BOME  INSPECTION  AND  MONITORING  

INTERSTATE  LAND  SALES  

COMMUNITY  DISPOSITION  

RENT  SUPPLEMENT  

RENTAL  HOUSING  ASSISTANCE  PROGRAM  (SECTION  236)  

HOMEOWNERSHIP  ASSISTANCE  (SECTION  235)   

RENTAL  HOU8ING  DEVELOPMENT  GRANTS  (HODAG)  

NEBEMIAH  HOUSING  OPPORTUNITY  GRANTS  

NONPROFIT  SPONSOR  ASSISTANCE   

HOUSING  PAYMENTS   

ADMINISTRATIVE  EXPENSES  

PUBLIC  AND  INDIAN  BOUSING 

PUBLIC  AND  INDIAN  BOUSING  MODERNIZATION  

SEVERELY  DISTRESSED  PUBLIC  BOUSING   

COMMUNITY  PARTNERSHIPS  AGAINST  CRIME  (COMPAC)  

PAYMENTS  FOR  OPERATION  OF  LOW-INCOME  BOUSING  PROJECTS  

INDIAN  HOUSING  LOAN  GUARANTEE  FUND   

LOW-RENT  PUBLIC  ASSISTANCE  TO  PHAa/IHAa  

ADMINISTRATIVE  EXPENSES  

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

GUARANTEES  OF  MORTGAGE  BACKED-SECURITIES   

MANAGEMENT  AND  LIQUIDATING  FUNCTIONS   

ADMINISTRATIVE  EXPENSES  

FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  8  1 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

CONGRESSIONAL  JUSTIFICATIONS  FOR  FISCAL  YEAR  1995  ESTIMATES 

INTRODUCTION 

The  following  table  summarizes  the  Department's  funding  and  staffing  requests  for  Fiscal  Years  1 993  through 


1993  1994  1995 

ACTUAL  ESTIMATE  ESTIMATE 
(Dollars  in  Millions) 
Budget  Authority: 

Discretionary $25,527  $25,980  $26,064 

Mandatory 941  530  1.401 

Total  Budget  Authority 26,468  26,510  27,465 

Outlays: 

Discretionary 24,981  27,637  29,758 

Mandatory 200  (1.966)  (1.735) 

Total  Outlays 25,181  25,671  28,023 

Full-Time  Equivalent  (FTE)  Staff...  13,294  13,290  13,374 

The  1 995  request  includes  approximately  $  1  billion  for  Salaries  and  Expenses.    This  will  provide  resources  in 
support  of  the  equivalent  of  1 3,374  full-time  staff 

The  Department's  budget  proposals  for  1 995  are  presented  in  three  Volumes  and  the  programs  are  grouped 
under  the  organization  responsible  for  administering  each  function   The  estimates  include  the  impact  of  the  Emergency 
Supplemental  Appropriations  Act  of  1 994  (PL  1 03-2 1 1 ),  which  was  enacted  in  February  1 994  in  response  to  the 
recent  earthquake  in  Southern  California. 


A-l 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
BUDGET  AUTHORITY  BY  PROGRAM  • 

COMPARATIVE  SUMMARY.  FISCAL  YEARS  1993-1995 


1993  1994  1995 

ACTUAL  ESTIMATE  ESTIMATE 

(Dotlan  in  Thousands) 


HOUSING 

Homeownership  and  Opportunity  for  People 

Everywhere  Granta  (HOPE  Granta) 

Emergency  Supplemental  (PX.  103-211) 

Subtotal.  HOPE 

Annual  Contributions: 

New  Budget  Authority 

Uae  of  Carryover  (Net). 

Uae  of  Recapture!  (Net) 

Tranafen  (Net) 

Rescission  of  New  Authority  due  to 

Don  -recapture  in  Sec.  236 

Emergency  Supplemental  (PL.  103-211)  (Net) 

Subtotal,  Annual  Contribution!  (Net) 

Section  8  Contract  Renewals: 

Appropriation 

Advance  Appropriation  for  1993 

Advance  Appropriation  for  1994 

Advance  Appropriation  for  1995 

Advance  Appropriation  for  1996 

Emergency  Supplemental  (PL.  103-211) 

Subtotal,  Renewals 

Flexible  Subsidy  Fund 

Flex.  Subsidy.  Emerg.  Supplemental  (PL.  103-211) 

Subtotal,  Flexible  Subsidy 

Loan  Management  d/ __™_™™™__ 

Preservation  d/ ___ 

FHA  Funds: 

Mutual  Mortgage  and  Cooperative  Management 
Housing  Insurance  Funds: 

Appropriation  —  Program  Account 

Guaranteed  Loan  Limitation  V _.' 

Direct  Loan  Limitation _. 

General  and  Special  Risk  Insurance  Funds: 

Appropriation — Program  Account 

Guaranteed  Loan  Limitation  V 

Direct  Loan  Limitation 

Subtotal.  FHA  Fundi 

National  Homeownerxhip Trust 

Housing  Counseling  Assistance _™__ 

Housing  for  the  Elderly  or  Disabled: 

Elderly 

EMerty  Service  Coordinators 

Disabled 

Total.  Elderly/Disabled  d/ 

Nehemiah  Housing  Opportunity  Fund 

Congregate  Services 

Section  235  Refinancing 

Miscellaneous  Recaptures -Expired  Programs 

PUBLIC  AND  INDIAN  HOUSING 

Public  Housing  Development  d/ 

Indian  Housing  Development  d/ 

Incremental  Rental  Assistance  d/ 

Public  Housing  Operating  Subsidies . 

Severely  Distressed  Public  Hoasmg 

Modernization  d/ 

Tenant  Opportunity  Pgm  (within  Modernization  Total) 

Community  Partnerships  Against  Crime , 

Indian  Hoasmg  Loan  Guarantee  Program: 

rtmmmmjnssmi 

Loan  Limitation 

Early  Childhood  Dev  (Included  within  CDBG) 


1271.000 

()168J10)a/ 

(66,000) 

$100,000 

271.000 

(234310) 

100,000 

8,936.731 

(1.516,435] 

[606.427] 

42,934 

9312.900 

[2305,166] 

[242380] 

9,468,918 

(283,000) 

125,000 

- 

8,696,665  Is/ 

9,437,900  c/ 

9,468.918 

6,076.135 

850,000 

[720.000] 

4358,106 

720.000 
[8004)00] 

(76300) 

4392,000 

8004)00 
[800.000] 

6.926.135 

5302.106 

5,092,000 

(66300) 

35,747 
100,000 

50300 

(66,300) 

135,747 

504)00 

[202,000) 
[3174*00] 

[93350] 
[4654)00] 

[1504)00] 

255,645 
[100,000.000] 

[-] 

262310 

[84364.645] 

1-] 

308346 

[843*1,722] 

[180.000] 

320,652 
|11.792,230jg/ 

L-J 

339323 
[15,436305] 

L-J 

349,470 
[19385.072] 

[220.000] 

576,297 

602,433 

658316 

HA 

64125 

NA 
124MB 

100.000 
504)00 

[LH64W9] 

[15.438] 

_[193J54J 

[LL58300] 
[474)00]  V 

[1504)00] 

[16300]  h/ 
[387300J 

[1325391] 

(1392,000) 

[553300] 

(18334) 

21,000 

2,750 

25.000 
(72.438) 

63« 

6375 

(2884)00) 

[4004)00] 
[257320] 

[1.182300] 

2382,436 

3004)00 

[3,100.000] 

[-] 
1754)00 

[5984)00] 

(263,000) 
(1326365] 

2320.808 

778340 

[33554)00] 

l-J 
2654100 

[1504)00] 

[263,000] 

[2,743300] 

2.496.000 

5004)00 

(2,786,000) 

[854)00] 

265300 

[54)00] 

1,000 
[25.000]  i/ 
[154)00] 

3300 
[22388] 
[35300] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY  BY  PROGRAM 

COMPARATIVE  SUMMARY.  FISCAL  YEARS  1993-1995 


1993  1994  199S 

ACTUAL  ESTIMATE         ESTIMATE 

(Dollars  in  Thousands) 


GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

Mortgage  -  Backed  Securities: 

Appropriation  (Program  Account) .... 

[Federal  Credit  Limitation] 

REMIC  Program  Level 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

HOME  Investment  Partnership!  Program ...... 

HOME.  Emergency  Supplemental  (P.L.  103-211) 

Subtotal.  HOME.. 

Youtbbuild  Program 

Wit  bin  Severely  Distressed 

Subtotal.  Youthbuild 

Community  Development  Block  Grants: 
Appropriations/Transfers ... 
Emergency  Supplemental  (P.L.  103-21 1)-.. 

Special  Purpose  Grants  (Section  107) 

Early  Childhood  Development  „ 

Neighborhood  Development.. 
Neighborhood  LIFT  Program. 

Subtotal.  CDBG.. 

Section  10S  Loaa  Guarantcea: 

(Federal  Credit  I  .imitation  | 
Urban  Development  Action  Grants.. 
National  Cities  in  Schools 

Homeless  Programs: 

Shelter  Plus  Care..... 

Supportive  Housing. 

Emergency  Shelter  Grants 

Section  8  Mod  Rehab  (SRO) 

Snpp.  Assist,  for  Facilities  to  Assist  the  H 

Innovative  Homeless  Initiatives  Demo.  P| 

Homeless  Assistance  Grants. 
Emergeacy  Food  at  Shelter. 

Subtotal,  Homeless 

Housing  Opportunities  for  Persons  with  AIDS  «V 

Project -Based  Community  Development  Grants 

Empowerment  Zones  *  Enterprise  CommaaiOct 

Economic  Revitalizatioa  Grants. 

Community  Viability  Fund 

Capacity  Bidg  for  Conn.  Dev  and  Affordable  Hag.... 

Colonlas  Assistance  Program ■  

Neighborhood  LIFT  Program  ( included  within  CDBG).  . 

POUCY  DEVELOPMENT  AND  RESEARCH 
Research  and  Technology „ 

OFF.  OF  LEAD -BASED  PAINT  A  POISONING  PREVENTION 
Lead -Based  Paint  Hazard  Redaction  41.. 

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

Fair  Hoasiag  Assistance  Program ....... 

Fair  Hoasiag  Initiatives  Program 

Subtotal.  FHAP/FHV 

Grants  for  Economic  Development  Centers  41 

Metropolitan  Areawide  Assisted  Hoasiag  o/  

Mortgage  Lending  Discrimination  (Redlining)  o/  . 
President's  Fair  Hoasiag  Council  pi.. 


6.936 

8.03* 

8.824 

1107.700.000) 

(130.000.000) 

(130.000.000) 

[1 

(100.000.000) 

(100.000.0001 

1.232400 

1.275.000 
75.000 

1.000.000 

1.232400 

1.350.000 

1.000.000 

40.000 

28.000)/ 

50 .000 

NA 

(20.000) 

NA 

40,000 

(48.000J 

50.000 

4.243.374 

4.400.000 

4.400.000 

_ 

425.000 

[I5.000| 

(45.000| 

(60.000) 

[5400] 

(15.000) 

[35.000] 

li.ooojk; 

[5.0001 

[10.000] 

NA 

NA 

(200^000] 

4.243.374 

4.825.000 

4.400.000 

(2JXW.0O0) 

(2.054.000) 

(2.0S4.0O0) 

(3474) 

(100.000) 

NA 

10.000 

26*450 

123.747 

150.443 

334.000 

.„ 

50.000 

115.000 

... 

105.000 

150.000 

... 

(443) 

NA 

100.000 

V 

NA 

NA 

1.250.000 

(129.00OJm/ 

(130.000Jm/ 

( 130.000] 

571.550 

822.747 

1.2SO.0O0 

(100.000) 

[156.000] 

(156.000) 

NA 

NA 

800.000 

NA 

NA 

[500.000] 

NA 

NA 

[150.000] 

NA 

NA 

[150.000] 

NA 

20,000 

ml 

NA 

NA 

100.000 

NA 

NA 

[200.000] 

23.250 

35400 

40.000 

(100.000) 

[150.000] 

(100.000) 

4.400 

4.519 

7475 

10,600 

20.481 

26.000 

15.000 

25 .000 

33.375 

[25.0001 

_ 

~ 

(24.000) 
[2400] 

_. 

._ 

[310] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY  BY  PROGRAM 

COMPARATIVE  SUMMARY,  FISCAL  YEARS  1*93-  1995 


nHPABTMHNTAL  MANAGEMENT 
Saline,  sad  Expcascs,  HUD  (AppropriaSoi )... 
Traasfert  ha  FHA  ud  GNMA  Fastis. 


Total,  Sibm  aad  Expeases,  HUD  . 


lespecior  Gcacral< Appropriatioa). 
T  raailer.  frost  FHA 


Salaries  aad  Fiprases.  Oft  of  Federal  Hit,  Ovcrsigkt 
Traasfer  boat  FNMA/FHLMC 


1*»  1994  1995 

ACTUAL  BSTTMATB  ESTIMATE 


452,5*7 

_[43M33J 

1892,000) 

34,012 

_J«U*»J 

(46,160) 


Total,  Dcpartaaeatal  MaaageareaL... 
Total,  HUD  Badge!  Aatkoritj. 


4»L57» 
25.792.889 


rs  iaTkosaaads) 

464,053 
_P52310J 

1*16.963) 

496.594 
_I50M7»J 
[1.000,773] 

36,115 
_JMU»0J 

[46305) 

3*377 
[4733»] 

10,700 
510.868 

JZ-S_23 
550,694 

26,407,639 

26,641.269 

RECONCILIATION  TO  TOTAL  HUD  BUDGET  AUTHORITY 


MANDATORY  paring,  ams 

FHA  Geaenl  aad  Special  Rnt  lasaraacc  Faads  a/.. 

HoBKowacnaip  Assistaace  Faad. 

Sectaoa  202  Loaa  Faad 


lalentatc  Laad  Saks  Regit rraUoa. 
Psalk  Hoasiag  Loaa  Faad. 


Mdtrfaaurj  Proper  Ij  Dopuitioi 


Saktotal  Maadatorj  Prograau 


7*1,741 

387.922 

612,000 

(*.»•) 

(3.472) 

(3341) 

136,716 

36330 

_ 

8,895 

8,400 

8,400 

Ml 

sso 

550 

60.000 

100,000 

50,000 

— 

- 

733,425 

940.945 

530,230 

1,400,534 

OFFSETTING  RECEIPTS 
Ofrscttrag  Receipts 


Saktotal,  RecoecOiatioi  Itean 


^265^81) 
675364 


102311 


Total,  HUD  Net  Badge!  Aatkoritj. 26,468,253 

INTERAGENCY  COUNCIL  ON  THE  HOMELESS-...  [900] 

a/    ledadci  rcscsssioa  ol  S250  aiffioa  panaaat  to  PX.  103- 124  tat  csxradc.  $28  adU>a  dedgaated 
for  YoatkbaxU. 

»/     Net  Badge!  Aataorirr  cxdadei  lac  rcacasioa  of  $5.5  a^aoa  of  MfJUaacr  FAF  rccapraTcs  aot 

reported  is  the  Haded 
<J     Exdade.  proposed  rescix.M>a»  ia  lac  .wot  ol  $225  8  axiDiaa  leal  were 
•V    Iadadcd  ia  tae  Aaaaal  Ooatdhdha  accoaat. 
c/    Program  laaikd  frost  carryover  adsarrs  ia  19*5. 


823,454 


26309,950 


tl     Isdadc.  carryover  of  $1.6  Mica. 

of  19)0  aad  Sectiaat  674  A  67*  of  ike  1ICD  Act  of  1992. 

V  Altaoaga  loaa  UatBataf  of  $25  aUQioa  —  eaartrd.  oalyeaoegk  sataesy  spjaotaaibpawas  a—aafcd  to 
lapport  spproxisaaldy  $8  wiDua  ia  loaa*. 

V  Paaded  fro  at  ■aoun  appropriated  for  Yost*  kald  aadcr  HOPE  Gnats. 

kV  Aa  addatnaal  $2  aaihoa  ■  armaaWe  sritaia  tae  Aaaaal  CoatraVaTJoai  accoaaL 

1/  Iadadcd  wstkia  Hoeadou  Assistaace  Graata  ia  1995. 

at/  Witala  FEMA  totak  lot  1993/1994. 

ml  Faadrag  for  Capacity  Bmidiag  it  iadadcd  ia  (oweieerrj  Viability  Faad  kcgiaaiag  ia  beat  pear  1995. 

al  Iadadcd  at  kotk  Salaries  aad  Expeaaca($lS  aiffioa)  aad  Aaaaal  Coatritetfeasftt  aaafioa)  accoaats. 

n/  Iadadcd  ia  Salaries  aad  Expeases. 

a/  Also  iadades  aatkoritj  to  Borrow  aad  saaadalory  offsettiag  receipts. 

•I  $69  tfcoasaad  was  aaade  avalakte  aadcr  Ike  fiscal  year  1994  Coatiaaaag  ReaoMtsDas. 

Note:  Tae  task  reflects  tae  impact  of  Use  Eavergeacj  Sapaaeaaeatal  (PX.  103-211)  as  falowK 
HOPE  -  a  rucm»i  of  $66  aiaJioa. 

Aaaad  CoatraVatioas  -  a  rescauioa  of  $100  asiMioa  ($75  for  Preservatioa  A  $25  auttoa  for  Sectioa  8  Aaaead. 
Aaaad  CoatrftaUoes  -  a  stspplesaeatal  of  $225  euHsoa  ($200  for  reatal  assataace  A  $25  atiDioa  for  Mod.) 
Coatract  fltaiid  -  a  rescauioa  of  $7*  auBioa. 
Bcn'ale  Saasdy  -  a  tapescsacatd  of  $  100  ailiioa. 

Couemity  Iwaawaaj  A  Drvclopaaest  -  a  swppicateatal  of  $500  arissaa  ($75  ariaUsa  ia  HOME 
*  $425  waboa  as  Block  Gnat. ). 
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DEPARTMENT   OF   HOUSING  AND    URBAN    DEVELOPMENT 

BUDGET  OUTLAY*  BY    PROGRAM 

COMPARATIVE   SUMMARY.  FISCAL   YEARS   IMS-IMS 


DI8CRBTIONARY   PROGRAMS 


1»»J  1»»4  1»»5 

actual  ESTIMATE  ESTIMATE 

(Doilara  lo  Tbomiadi) 


Sub.ldlaad    Hoaalng  {Aooul   C  oatributloae). 

Olb«r   Alliiud    Homing    Program. 

Section    >    Contract    Renewal. 


Total,  Aialiltd   Hoaalng  Proinai 


H4.<«3.613 

707.335 
2.531.004 

11,111.112 


I14.041.07t 

•  1<S,913 

4.10S.S4S 


f  14.0Xt.044 

000.404 

4,007,557 


HOUSINO 

H  o  m  eo  wo  er.h  I  p   and    Opportunity  for   People 

Everywhere   Oram.  (HOPB  Oranta) 

Nehemiah    HoailBg    O  p  p  o  r  t  u  o  1 1  jr    Pass 

Flailbla  Sub.idi  Food 

Plo.lble  Sub. id,.  Bartbquaka  Rallaf 

FHA  Panda    Mortgage   lo.ureoce   Program.: 

Mutual    Mortgaga  tod   Cooperative    M  a  o  a  g  c  as  a  o  t 

Hoaalng    In.uraoca    Fund..    Program    Accouoi 

Oaaaral  and  Special   Rl.k   lo.uraoce  Fda,  Pgm   Aect. 

Subtotal.   FHA    Fuod. 

Natlooal   HomaowoarabipTraat 

Hoaalng  CoaoaallsgAaalataoca 


Total,  Hoaalng. 


PUBLIC   AND    INDIAN    HOU8INO 

Public   Hoaalng  Oparatlng  Sabaldlaa 

Commualty  Fartnarablpa  Agalnat  Crlma  (COMPAC). 

Scverolv   Dlatraaaad   Public   Houalag 

Indian  Hoaalng  Loan  Ouaraotcc   Program  a/ 


Tola!,  Public  and  Indian  Hoaalng. 


15.010 

00.057 

04,345 

2.000 

50.702 

10,552 

0,001 

40,072 

10,201 

50,000 

50.000 

255.  045 

202.010 

500.040 

352.744 

520,355 

550.457 

000, JO* 

501.145 

045.505 

NA 

NA 

2,000 

J. 707 

0.514 

0.540 

3.401 

11,000 

10.000 

000.302 

013.150 

055.040 

2.452.014 

2,555.202 

2.502.520 

114,050 

207,555 

230,550 

30.000 

145,024 

750 

2,500 

2.500.072 

2.031.507 

2,040,202 

OOVERNMBNT   NATIONAL    MORTOAOB   ASSOCIATION 
Oaarantaaa  of  M  orlgaga  -  Baakad  Saanrltlaa  Pgm  Acet 


COMMUNITY    PLANNING    AND    DEVBLOFMENT 

HOMB   love.tmeot  Fartnarablpa   Program 

Community  Development   Block  Grama 

Nalgbborbood  LIFT  Program 

Youth  build   Program 

locluded  wltbln  Sevarlj   Dlatraaaad  Public  Hoaalng.. 

National  Cltlaa  lo  Scboola 

Project  -  Ba.c  d  Community   Devclopmcot   Oranta 

Colonlaa  Aaalataoea  Programa 

Homelaaa  Programat 

Sbeltar  Plua  Car  a 

Supportive   Hoaalng 

Bmorgancy  Sbaltar  Oranta 

Supplamantal  Aaalatancc  for  Facllitiaa  to 

Aaalat  tba  Homalaaa 

Soctlon  g  Mod  Rabab  SRO  

Wltbln  Annaal  Contrlbatlona 

looovative   Homalaaa  Program  (from  1004  App.)... 
Homalaaa  Aaalatanee  Oranta 


Subtotal,    Homalaaa 


211.740 

3,100.101 

NA 

[...] 
NA 

NA 
NA 

074 
01.301 
71.405 

4.005 

3.010 

[0.230] 

NA 

NA 

171.520 


077,002 

5,702,000 

NA 

0,000 

1—1 

1.000 
NA 
NA 

15,000 

107,200 

47,411 

7,000 
10,001 
[4.300] 

7,500 
NA 

223.372 


1.210,200 

4,301.741 

[0,000] 

15.400 

[2.000] 

7.000 

25.705 

4.000 

50.000 

154.427 

■  4.404 

4.500 

34.234 

[4,500] 

10,500 

152,400 

500.040 
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DEPARTMENT    OP    HOUSING   AND    URBAN    DEVELOPMENT 

BUDGET   OUTLAYS  BY   PROGRAM 

COMPARATIVE  SUMMARY,  FISCAL  YEARS  1993-199] 


1993  1994  1993 

ACTUAL  ESTIMATE  ESTIMATE 

(Dollari  in  Thousands) 


COMMUNITY    PLANNING   AND    DEVELOPMENT  (Com.) 

Homing   Opportunities  for  Persons  with  AIDS  b/ 

Urban   Development  Action   Grants 

Urban   Ho  Besteading 

Cap.   Bldf.  for  Coram.   Dev.  and  Affdable   Hsg  (fr  1994   App.) 
Assistance  for  Solar  and  Conservation   I  m  prove  o  eots 

Total.  Community  Planning  and   Development 

POLICY    DEVELOPMENT  AND   RESEARCH 

Research  and  Technology 

OFFICE   OP   LEAD-BASED   PAINT  AND   POISONING   PREVENTION 
Lead- Based   Paint   Hazard   Reduction   b/ 

FAIR    HOUSING   AND    EQUAL   OPPORTUNITY 

Fair   Housing  Assistance   Program 

Fair   Housing  Initiatives   Program 

Total,   FHAP  and   FHIP 


DEPARTMENTAL    MANAGEMENT 
Total,   Departmental    Management. 


Total,   HUD   Gross   Discretionary  Outlays 

Deductions  for   Offsetting   Receipts... 

Total,   HUD    Net   Discretionary  Outlays... 


[13.233] 

(>33,096] 

[$67,691] 

31.314 

43,000 

33,000 

(»7) 

NA 

4.000 

6,000 

43 

3,631,790 

4.921,970 

6,116.273 

28.042 

23,000 

33,600 

ENTION 

[30,310] 

[1.477] 

[92,810] 

3,349 

4,790 

4,442 

3,344 

7,683 

17,436 

1,893 

12,473 

21,896 

322,103 

489,342 

343,197 

23,246,930 

28,063,292 

30,333,330 

(263,381) 

(427,919) 

(377,080) 

24981.369 

27.637.373 

1».736.176) 

MANDATORY   PROGRAMS 

FHA    Mortgage   Insurance   Programs  Liquidating  Account 
Mutual    Mortgage  and   Cooperative   Management 

Housing  Insurance   Funds 

General  and  Speciel   Risk  Insurance   Funds 

Rental   Housing  Assistance 

Property   Disposition 

Section  202  Loan  Fund 

N  on  pro  fit  Sponsor  Assistance 

Homeov/oership  Assistance  Fund 

Manufactured   Home  Inspection  and   Monitoring 

Interstate   Land  Sales 

Commuoity  Disposal   Operations  Fund 

Low- Rent  Public   Housing  Loan   Fund 

GNMA   Guarantees  of  M  ortgage  -  Backed  Securities 

GNMA   Manangement  and  Liquidating  

Community  Development  Guaranteed  Loans  (Sec.  106).. 

Revolving   Fund   (Liquidating  Programs)  


Total,   HUD    Net   Mandatory  Outlays 
Total.  HUD   Net  Outlays 


Interagency  Council  on  the   Homeless 

*_L       Credit  subsidy  outlays. 

b_J_       Included  within  Annual  Contributions  for  Assisted  Housing. 

S_L       Includes  8320  million  in  savings  from  proposed  property  disposition  legislative  reforms 


180,779 

(1,462.632) 

(1,463,732) 

230,061 

(185.403  )  c/ 

232.038 

324 

1,320 

NA 

NA 

3,877 

117,219 

139,491 

23,830 

(212) 

(400) 

(400) 

(6,031) 

(3,223) 

(3,841) 

7,626 

7,920 

7.946 

419 

330 

350 

(2) 

(*3) 

130,694 

164,632 

107,671 

(460,413) 

(394,490) 

(633,823) 

(4.176) 

(1.334) 

(1.346) 

(44,140) 

(23,000) 

(20,000) 

7.379 

(«.«•*) 

(7.371) 

199,707 

(1.963,676) 

(1.734,601) 

23   181    076 

23.671.693 

2*  023.669 

[1.080] 

[272] 

[...] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY 
LONG-RANGE  PROJECTIONS — FISCAL  YEARS  1996-1999 


Exhibit  ID 


DISCRETIONARY  PROGRAMS 

Annual  Contribution*: 

New  Budget  Authority  (Net) 

Section  8  Contract  Renewals: 

Appropriation 

HOUSING 

Homeownership  and  Opportunity  for  People 

Everywhere  Grants  (HOPE  Grants) 

Flexible  Subsidy  Fund 

Loan  Management  a/ _. 

Preservation  a/ 

FHA  Fundi 

Mutual  Mortgage  and  Cooperative  Management 
Homing  Insurance  Fnnds: 

Appropriation Program  Account 

Guaranteed  Loan  Limitation 

Direct  Loan  Limitation 

General  and  Special  Risk  Insurance  Funds: 

Appropriation Program  Account. 

Guaranteed  Loan  Limitation 

Direct  Loan  Limitation 


1996  1997  1998  1999 

ESTIMATE     ESTIMATE     ESTIMATE     ESTIMATE 

(Dollars  in  Thousands) 


$8,154,609         J8.096.228         J9.865.574       $10337,149 
14,756.000         16.610.000         17,194.000         17387,000 


100,000  100.000 

50,000  50.000 

[150.000]  [150.000] 

[226.000]  (74300] 


100,000  100,000 

50.000  50.000 

[150.000]  [150.000] 

[39.000]  [26.000] 


Subtotal,  FHA  Fundi. 


National  Homeowncrship  Trust 

Housing  Counseling  Assistance 

Housing  for  the  Elderly  or  Disabled: 

Elderly 

Elderly  Service  Coordinators 

Disabled 


Total,  Elderly/Disabled  a/.. 
Congregate  Services 


314.479 

[73.720.226] 

[185.000] 

310.729 

|63.263,232| 
[190,000] 

320356 

[64344.812] 

[195.000] 

342324 

[64344,812] 

[200,000] 

274.400 

[17317,619] 

[24L0O0J 

272372 

[20.116.296] 

_[M2300J 

281,490 

[20,990,010] 

_£283300] 

299,453 
[21,486,414] 

[304300] 

588.879 

583,101 

601,746 

641,977 

100.000 
50.000 

100.000 
50,000 

100,000 
50.000 

100,000 
50.000 

10] 

[16.700] 

[387300] 

[0] 

[17.100] 

[387300J 

[0] 

[17.600] 

[387300] 

[0] 

[18.000] 

[387300] 

[403,700] 

[404,100] 

[404,600] 

[405,000] 

-■ 

6367 

21,000 

25,000 

[150.000] 
[263.000] 

[23H300] 

2376.000 

500.000 

[2375.000] 

[150,000] 
[263,000] 

[2381,800] 

2.110,000 

500,000 

[2375,000] 

[150,000] 
[263,000] 

[4,061,600] 

2.107,000 

500,000 

[3,000,000] 

[150,000] 
[263.000] 

[4341,600] 

2,113,000 

500,000 

[3,000,000] 

265,000 

265.000 

265,000 

265,000 

3300 
[22388] 
[35,000] 

3300 
[22388] 
[35,000] 

3,000 
[22388] 
[35,000] 

111 

PUBLIC  AND  INDIAN  HOUSING 

Public  Housing  Development  a/ 

Indian  Housing  Development  a/ - 

Incremental  Rental  Assistance  a/ 

Public  Housing  Operating  Subsidies 

Severely  Distressed  Public  Housing 

Modernization  a/ 

Tenant  Opportunity  Program  (within  Modernization  ' 

Community  Partnerships  Against  Crime 

Indian  Housing  Loan  Guarantee  Program: 

Appropriation ~ 

Loan  Limitation 

Early  Childhood  Dev.  (Included  within  CDBG). 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

Mortgage -Backed  Securities: 

Appropriation  (Program  Account). „ 9.044  9390  9343  9303 

[Federal  Credit  Limitation] [110.000,000]    [110,000,000]    [110,000,000]    [110,000.000] 

REMIC  Program  Level [100.000,000]    [100,000,000]    [100,000,000]    [100,000,000] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY 
LONG-RANGE  PROJECTIONS FISCAL  YEARS  1996-1999 


COMMUNITY  PLANNING  AND  DEVELOPMENT 

HOME  Investment  Partnerships  Program 

Youth  build  Program 

Community  Development  Block  Grants: 

Appropriations/Transfers 

Special  Purpose  Grants  (Section  107) 

Early  Childhood  Development 

Neighborhood  Development. 

Neighborhood  LIFT  Program , 

Subtotal,  CDBG 


Section  108  Loan  Guarantees: 

[Federal  Credit  Limitation) 

Homeless  Assistance  Grants. 

Emergency  Food  A  Shelter 

Housing  Opportunities  for  Persons  with  AIDS  a/. 

Project— Based  Community  Development  Grants 

Empowerment  Zones  ft  Enterprise  Communities 

Economic  Revitalization  Grants 

Community  Viability  Fund 

Capacity  Building  for  Conun.  Dev.  and  Affordable  1 

Colonial  Assistance  Program 

Neighborhood  LIFT  Program  (included  within  CDBG) 

POLICY  DEVELOPMENT  AND  RESEARCH 
Research  and  Technology 


1996 
ESTIMATE 


1,000,000 
50,000 

4,400,000 
[60,000] 
[35,000] 
[10,000] 

[200^000] 

4,400,000 

[2,054,000] 

1,000,000 

[130,000] 

[156,000] 

200,000 

[...] 

[100,000] 

[100,000] 

b/ 

100,000 

[200,000] 


1997  1998 

ESTIMATE     ESTIMATE 

(Dollars  in  Thousands) 


1,000,000 
50,000 

4,400,000 
[60,000] 
[35,000] 
[10,000] 

[200^000] 

4,400,000 

[2,054,000] 

1,000,000 

[130,000] 

[156,000] 

200,000 

[...] 

[100,000] 

[100,000] 

b/ 

100,000 

[200,000] 


1,000,000 
50,000 

4.400,000 
[60,000] 
[35,000] 
[10,000] 

[200,000] 

4,400,000 

[2,054,000] 

1,000,000 

[130,000] 

[156,000] 

200,000 

[...] 

[100,000] 

[100,000] 

b/ 

100,000 

[200,000] 


40,000 


1999 
ESTIMATE 


1,000,000 
50,000 

4,400,000 

[60,000] 

[35,000] 

[10,000] 

[200,000] 

4,400,000 

[2,054,000] 

1,000,000 

[130,000] 

[156,000] 

200,000 

[...] 

[100,000] 

[100,000] 

b/ 

100,000 

[200,000] 


40,000 


OFF.  OF  LEAD-BASED  PAINT  A  POISONING  PREVENT. 


Lead— Based  Paint  Hazard  Reduction  a/.. 


FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

Fair  Housing  Assistance  Program 

Fair  Housing  Initiatives  Program 

Subtotal,  FHAP/FH IP 

Grants  for  Economic  Development  Centers  a/. 

Metropolitan  Areawide  Assisted  Housing  c/. 

Mortgage  Lending  Discrimination  (Redlining)  d/  ... 
President's  Fair  Housing  Council  d/ 


DEPARTMENTAL  MANAGEMENT 
Salaries  and  Expenses,  HUD  (Appropriation).. 
Transfers  from  FHA  and  GNMA  Funds 


Total,  Salaries  and  Expenses,  HUD.. 


Inspector  General( Appropriation).. 
Transfers  from  FHA 


Salaries  and  Expenses,  Office  of  Federal  Housing  Ovet 
Transfer  from  FNMA/FHLMC 

Miscellaneous  Recaptures  -  Expired  Programs 


OFFSETTING  RECEIPTS 

Offsetting  Receipts 

Total,  HUD  Discretionary  Budget  Authority.. 


[100,000] 


7^75 
26,000 

33375 
[25,000] 
[24,000] 

[2,000] 
[310] 


505320 

[513372] 

[1,018392] 

37,180 
_  111,147] 

[48327] 

17,986 
(182375) 

(JS16,880) 
33337,138 


[100,000]  [100,000]  [100,000] 


7375 
26,000 


497,017 
_[50M68] 

[1,003,485] 

36325 

_JL°l922J 

[47347] 

18,496 
(74,846) 

1631,092) 
35,152,161 


7375 
26,000 


512311 
_J522:0711 

[1,034382] 

37,481 

-11*2*71 

[48,748] 

19,020 
(63327) 

1653499) 

37343324 


7375 
26,000 


33375  33375  33375 

[25,000]  [25,000]  [25,000] 

[24,000]  [24,000]  [24,000] 

[2,000]  [2,000]  [2,000] 

[310]  [310]  [310] 


550,831 
[559374] 

[1,110,005] 

40366 

_  JL2i156] 

[52,722] 

19359 
(52,468) 

£679,768) 
38,784,024 
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Exhibit  in 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGBT  AUTHORITY 
LONG-RANGE  PROJECTIONS FISCAL  YEARS  1996-1999 

1996  1997  1998  1999 

ESTIMATE      ESTIMATE      ESTIMATE      ESTIMATE 
(Dollars  in  Thousands) 
MANDATORY  PROGRAMS 

FHA  General  and  Special  Risk  Insurance  Funds 420,000  220,000  140.000  120,000 

Horaeownership  Assistance  Fund (3,927)  (4,010)  (3,982)  (4,226) 

Section  202  Loan  Fund 

Manufactured  Home  Inspection  and  Monitoring. 8,400  8,400  8,400  8,400 

Interstate  Land  Sales  Registration 550  550  550  550 

Public  Housing  Loan  Fund „ 50,000  50,000  50,000  50,000 

Multifamily  Property  Disposition „ _7i?A7i  _*??r??5  _8iL«°?*  _77*'**1 

Subtotal  Mandatory  Programs 1 ,238.194  1,133.165  1.006,006  953,389 

Total,  Discretionary  Budget  Authority „ 33.537.139        35.152.161         37.543.524        38.784.024 

Total,  Mandatory  Budget  Authority. „ .A-*3**!*4.        JjMh^l        -U*?!'?06.        -Jlh**l 

Total,  HUD  Net  Budget  Authority 34,775.333         36,285,326         38.549.530        39,737.413 

a/  Included  in  the  Annual  Contributions  account. 

b/  Funding  for  Capacity  Building  is  included  in  Community  Viability  Fund  beginning  in  fiscal  year  1995. 
c/  Included  in  both  Salaries  and  Expcnses($15  million)  and  Annual  Contributions^  million)  accounts, 
d/  Included  in  Salaries  and  Expenses. 
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Exhibit   III 


1996 

1997 

1998 

1999 

ESTIMATE 

ESTIMATE 

ESTIMATE 

ESTIMATE 

(Dollars  In 

Thousands) 

(13,498.393 

112,112,793 

Sll.903,669 

HI, 263. 256 

766.616 

728.777 

721,788 

714,889 

5.836,822 

6,780,431 

7,806,209 

8,974,098 

20.101.S31 

20,322,003 

20,433,686 

20,932,243 

DEPAETMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  OUTLAYS  BY  PROGRAM 
LONG-RANGE  PROJECTIONS-  -  FISCAL  YEARS  1996-1999 


DISCRETIONARY  PROGRAMS 

Subsidized  Homing  (Annual  Contributions) 

Otber  Assisted  Homing  Programs 

Section  8  Contract  Renewals 

Total,  Assisted  Housing  Programs 

HOUSING 

Homeownersbip  and  Opportunity  for  People 

Everywhere  Graots  (HOPE  Grants) 104,139 

Flexible  Subsidy  Fund 30,830 

FHA  Funds  Mortgage  Insurance  Programs: 

Mutual  Mortgage  and  Cooperative  Management 

Housing  Insurance  Funds,  Program  Account 314,479 

General  and  Special  Risk  Insurance  Fds,  Pgm  Acct 239,300 

Subtotal.  FHA  Funds 373,979 

National  Homeownersbip  Trust 19,000 

Housing  Counseling  Assistance 37,974 

Congregate  Services 12,000 

Total.  Housing 777.942 

PUBLIC  AND  INDIAN  HOUSING 

Public  Housing  Operating  Subsidies 2,442,048 

Community  Partnerships  Against  Crime  (COMPAC) 263,000 

Severely  Distressed  Public  Housing 276,882 

Indian  Housing  Loan  Guarantee  Program  a/ 3,000 

Total,  Public  and  Indian  Housing 2,986,930 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

Guarantees  of  Mortgage- Backed  Securities  Pgm  Acct....  9,044                          9,290 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

HOME  Investment  Partnerships  Program 1,201,992                1,132,398 

Community  Development  Block  Grants 4,743,934                4,784,923 

Nelgbborbood  LIFT  Program [86,000]                 [164,000] 

Youthbulld  Program 23,000                       36,100 

Included  within  Severely  Distressed  Public  Housing.....  [4,320]                      [3,400] 

National  Cities  In  Schools 2,000 

Project- Based  Community  Development  Grants 189,283                    237,913 

Colonies  Assistance  Programs 43,000                       82,000 

Homeless  Programs: 

Shelter  Plus  Care 30,000                       30,000 

Supportive  Housing 138,827                    138.827 

Emergency  Shelter  Grants 29,332 

Supplemental  Assistance  for  Facilities  to 

Assist  the  Homeless 6,000                          4,643 

Section  8  Mod  Rehab  SRO  33.416                       33.416                       33,416                       33.416 

Within  Annual  Contributions [6.300]                    [6.300]                    [6,300]                    [6,300] 

Innovative  Homeless  Program  (from  1994  App.) 18,300                       18,300                       18,300                       18,300 

Homeless  Assistance  Grants 313,400                   613,900                   874.900               1,037,300 

Subtotal,  Homeless  631,493                     899,286                1,133,643                1,294,973 

Housing  Opportunities  for  Persons  with  AIDS  b/ [93,061]                 [126,261]                 [134,307]                 [136,000] 

Urban  Development  Action  Grants 30,000                       24,366 

Cap.  Bldg.  for  Comm.  Dev.  *  Affdble  Hsg  (fr  1994  App)  8,000 

Total,  Community  Planning  and  Development 6,876.726                7,197,188                7,032,372                7,070,710 

POLICY  DEVELOPMENT  AND  RESEARCH 

Research  and  Technology 39,864                       39,906                       40,000                       40,000 


113,832 

103,492 

100,383 

43,611 

44,763 

44,379 

310,729 

320,236 

342.324 

263,921 

276,300 

293.300 

376,630 

396,736 

638,024 

37,000 

83,000 

100,000 

46,200 

30,000 

30,000 

12,000 

13,000 

13,000 

831,293 

693,011 

947,988 

2,234,840 

2,111,280 

2,109,790 

263,000 

263,000 

263.000 

346,301 

428,301 

309,718 

3,000 

3,000 

3,000 

2,869,141 

2.807,381 

2,867,308 

1,073,303 

1.000,000 

4,428,674 

4,400.000 

[194,000] 

[200.000] 

44.100 

46.700 

[3.400] 

[3,400] 

231.430 

229,033 

97.000 

100,000 

30,000 

30,000 

138,827 

113,339 
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DEPARTMENT  OP  HOUSING  AND  URBAN   DEVELOPMENT 

BUDGET  OUTLAYS  BY  PROGRAM 
LONG-RANGE  PROJECTIONS-  -FISCAL  YBARS  1996-1999 


1996 
ESTIMATE 


OPPICE  OP  LEAD-BASED  PAINT  AND  POISONING  PREVENTION 


Lead -Baaed   Palot  Hazard   Reduction   b/.. 


PAIR  HOUSING  AND  BOUAL  OPPORTUNITY 

Fair  Houaiog  AiiIiiioco  Projrim 

Fair  Houaiog  Initiative.   Program Im ■ 

Total.  FHAP  and  FHIP 


DEPARTMENTAL  MANAGEMENT 
Total,   Departmental    al  •  rja|cm  eol. 


Total,  HUD  Oroaa  Dlacratlooary  Ootlaya.. 

Deduction*  for  Offaattlog  Receipt* 

Total,  HUD  Nat  Dlacratlooary  Outlay. 


1997  199* 

ESTIMATE  ESTIMATE 

(Dollar,  la  Thouaaoda) 

19,07«]  [J100.000] 


5,511 

16.685 


558. 391 
51,374,931 

(616.680) 

Maya 


7,373 
24.3X5 


553,946 
31.874,4*7 

(631.091) 
31.143.375 


7,373 
26.000 


1999 

ESTIMATE 


7.375 
26.000 


565.1*4 

31, 614, 732 
_  (652,199) 
31.161.353 


601.433 
32,543,060 

(679,766) 
31.863.291 


MANDATORY  PROGRAMS 

FHA   Mortgage   Insurance   Program.   Liquidating  Ac 
Mutual  Mortgaga  and  Cooperative   Management 

Houaiog  In.uraoce  Fooda — ... 

Oeoeral  aod  Special  Rlak  losnraoce  Fundt.... . 

Proparty  Dlapoaltloo — — - 

Section  202  Loan   Fund - 

Nonprofit  Sponsor  Aaaiatancc —.__«.. 

Homeowner. blp  Al 

Manufactured   Homo   Inspection  aod    Mooltorlo 

lotoratata  Laod  Saloa., 


ONMA  Ouaraotee.  of  M  ortgage  -  Backed   Secorl 

O  N  M  A    Uaoangement  aad   Liquidating 

Community   Development  Ouaraolcad    Loan.  (8a 
Revolving   Fund   (Liquidating   Program.)  . 


Total,  HUD  Nat  Mandator.  Ootlaya.. 
Total,  HUD  Nat  Ootlaya 


a  /    Cradlt  aobaldy  ootlaya. 

b  /    Included   arltbln  Annual  Contribution 


(1.567.106) 

(1.977.173) 

(1.754.511) 

(1,551,509) 

9.235 

(174,432) 

(1*7.595) 

(506.697) 

21.164 

44,014 

71,37* 

194,930 

(60,046) 

(144,334) 

(140,163) 

(317,551) 

(400) 

(336) 

(3.927) 

(4,010) 

(3.9*1) 

(4.216) 

7.946 

6.000 

0.000 

•.000 

550 

550 

550 

550 

50.145 

39.550 

35.7*1 

35.7*1 

(523.037) 

(574,172) 

(640.045) 

(719.445) 

(•54) 

14 

61 

(1) 

(45.000) 

(10.000) 

(10,000) 

(11.3*4) 

(36.293) 

(117.616) 

(111.616) 

(109,616) 

(2,147.629) 

(1.910.057) 

(1.943,161) 

(2,9*4,17*) 

MJlfctli 


for  Aaalatod  Houaiog. 
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Exhibit  V 


DEPARTMENT  OF  HOUSING  &  URBAN  DEVELOPMENT 

FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 

(Excludes  Overtime  and  Terminal  Leave) 


INCREASE (+) 
ACTUAL     ESTIMATE   ESTIMATE  DECREASE  (-) 


Housing: 

Washington _ ~ ~ - 

Field. - _ _ 

Total _ _ 

Public  &  Indian  Housing: 

Washington _ _ _ _ 

Field. - 

Total _ „ 

Government  National  Mortgage  Assn.: 
Washington _ _ _ 

Community  Planning  &  Development: 

Washington _ _ _ „ 

Field. „ _ 

Total _ 

Policy  Develop.  &  Research: 
Washington _ _ _ 

Fair  Housing  &  Equal  Opportunity: 

Washington _ _ _ _ 

Field. _ 

Total _ 

Departmental  Management: 
Washington _ _ _ _ 

Office  of  Lead -Based  Paint: 
Washington _ _ _ _ 

Chief  Financial  Officer: 

Washington _ _ _ 

Field. _ 

Total _ 

Office  of  Federal  Relief  -  South  Dade., 

Office  of  General  Counsel: 
Washington - _ _ _ _ 

Field  Legal  Services: 
Field. _ 


1993 

1994 

1995 

1995  vs  1994 

962 

5,172 
6,134 

965 
5,145 
6,110 

965 
5375 
6340 

0 
230 
230 

200 
1.326 
1,526 

226 
1.320 
1,546 

232 
1,328 
1,560 

6 
8 
14 

119 


146 
583 
729 


98 


254 
202 
456 


219 


315 


120 


155 
617 

772 


105 


2.1 


249 
188 
437 


214 


310 


72 


265 

265 

260 

751 

747 

744 

,016 

1,012 

1,004 

119 


186 
597 
783 


38 


241 
181 
422 


233 


319 


-5 

^3 
-8 


-1 


31 

-20 

11 


-8 

-15 

-6 


19 
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Exhibit  V  (Cont.) 


DEPARTMENT  OF  HOUSING  &  URBAN  DEVELOPMENT 

FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 

(Excludes  Overtime  and  Terminal  Leave) 


Office  of  Administration: 
Washington: 
Admin  &  Staff  Services.. 
Working  Capital  Fund- 
Total 


INCREASE (+) 

ACTUAL    ESTIMATE  ESTIMATE  DECREASE  (-) 

1993  1994  1995  1995  vs  1994 


434 

450 

442 

-8 

379 

370 

370 

0 

813 

820 

812 

-8 

Field  Administration: 
Field 


741 


740 


690 


-50 


Field  Direction  &  Operational  Support: 
Field 494  411 


Subtotal,  Departmental  FTE. —  12,747  12,704 

Office  of  Inspector  General: 

Washington 126  132 

Field _ 420  409 

Total 546  541 


279 
12,788 


128 
402 
530 


•132 
84 


-4 
-11 


Office  of  Federal  Housing  Enterprise 
Oversight I  45  56 

Total,  Full-Time  Equivalent  Staff.... 13.294  13.290  13374 


Recapitulation: 

Washington 3,087  3,156  3,203 

Field: 

Field ~ 9^84  9,478  9,513 

Outstationed  from  Headquarters  1/ 203  247  256 

Inspector  General. 420  409  402 

Subtotal,  Field. 10,207  10,134  10,171 

Total,  Full-Time  Equivalent  Staff. 13.294  13.290  13374 


47 

35 

9 

£7 

37 

84 


1/  Office  of  Native  American  Progs.(PIH).. 

Beaumont,  Texas  (FHEO) 

Office  of  Federal  Relief,  So.  Dade  Co 

HUD  Training  Academy ___ 

Office  of  Lead- Based  Paint 


200 

213 

213 

0 

7 

15 

8 

3 

12 

6 

-6 

15 

15 

0 

203 

247 

7 
256 

7 
9 

NOTE:  Numbers  shown  are  comparable  and  reflect  the  following  organizational  changes  since  the 
Fiscal  Year  1994  Budget: 

a.  Consolidation  of  Native  American  programs  staff  stationed  in  the  Geld  in  Public  and 
Indian  Housing 

b.  Transfer  of  accounting  functions  from  Administration  to  the  Chief  Financial  Officer 

c.  Transfer  of  the  Office  of  Ethics  from  Administration  to  the  Office  of  General  Counsel. 
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BUDGET 

ACTUAL 

ESTIMATE 

ENACTED 

1993 

1994 

1994 

-250, 

,000 

-250,000 

+250,000 

-66 
-234, 

,000 
,810 

-66,000 
-234,810a/ 

+66.000 

109 

,190 

100,000 

+334,810 

57 

,690 

50, 

,246 

50,246 

-50,246 

88 

,484 

32, 

,805 

32,805 

60,000 

+27,195 

40 

,000 

94, 

,241 

94,241 

46,112 

-48,129 

10, 

,125 

10,125 

-10,125 

136, 

-115 

1ST, 

,417 

187,417 

106,112 

-81,305 

136, 

,115 

HA 

68,037 

84,345 

+16,308 

DEPARTMENT  OF  BOOSING  AND  URBAN  DEVELOPMENT 

HOMEOWHERSHIP  AND  OPPORTUNITY  FOR  PEOPLE  EVERYWHERE  GRANTS 
(HOPE  GRANTS) 

PROGRAM  HIGHLIGHTS 

CURRENT  INCREASE  + 

ESTIMATE   ESTIMATE  DECREASE  - 
1994      1995   1995  vs  1994 
(Dollars  in  Thousands) 
Budget  Authorltvi 

Appropriation $661,000   $109,190   $109,190   $109,190   $100,000    -$9,190 

Designated  to  Other  Accounts i 

Youthbuild -40,000        ...    -28,000   -28,000        ...     +28,000 

Severely  Distressed  Public  Bousing.  -300,000        ...       ...       ...       ...        ••• 

HOME -50,000 

Rescissions i 
VA-HUD  Appropriations  Act,  1994.... 

Emergency  Suppl.  Approp.  Act,  1994.   ._s_:_ 

Total  Budget  Authority  271,000 

Program  Level  (Reservations)! 

HOPE    1 756 

HOPE   2 27,465 

HOPE    3 1,356 

Elderly  Independence  (Services)..  ... 

Total  Reservations 29,577 

Budget  Outlays 35,026 

a/  Excludes  $28  million  for  Youthbuild. 

SUMMARY  OF  BODGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST.   The  Budget  requests  an  appropriation  of  $100  million  for  the 
HOPE  Grants  program  in  1995.   As  in  1994,  the  Department  is  requesting  a  single  appropriation  for 
the  HOPE  homeovnerehip  programs.   The  request  includes  a  proposal  for  up  to  one  and  one-half 
percent  of  the  amount  appropriated  to  be  available  for  technical  assistance,  as  authorized  in  the 
Housing  and  Community  Development  Act  of  1992.   No  further  appropriation  is  requested  for  the 
Elderly  Independence  program. 

The  Budget  assumes  that  planning  grants  will  not  be  offered  in  1995  and  1994.   The  request 
of  $100  million  is  intended  for  HOPE  homeownership  implementation  grants. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  THE  1994  BODGET.   The  amount  for  Severely 
Distressed  Public  Housing  was  appropriated  under  BOPE  Grants  in  the  1993  Appropriations  Act  (P.L. 
102-389).   The  amount  for  Youthbuild  ($40  million)  was  made  available  out  of  the  BOPE 
appropriation  pursuant  to  Section  181  of  the  .lousing  and  Community  Development  Act  of  1992.   In 
addition,  the  Supplemental  Appropriations  Act  of  1993  (P.L.  103-50)  transferred  $50  million  from 
BOPE  Grants  to  the  HOME  program. 

Rescissions  and  reprogramming  pushed  the  award  of  grants  from  the  1993  funding  rounds  into 
fiscal  year  1994.   The  HOPE  3  1993  grant  selections  were  announced  December  15,  1993,  and  the 
HOPE  1  and  BOPS  2  1993  awards  will  be  announced  in  the  early  spring  of  1994.   During  1993, 
$24.5  million  was  reserved  in  the  second  round  for  HOPE  2  1992  applicants,  $1  million  was  awarded 
for  a  1992  BOPE  3  application  which  was  reevaluated,  and  no  further  grants  were  made  in  the 
follow-up  round  for  BOPE  1  1992  applicants. 

3.  CHANGES  FROM  1994  ESTIMATES  FROM  THE  1994  BUDGET.    In  addition  to  including  the  amount 
proposed  in  the  1994  Budget,  the  1994  Appropriations  Act  (P.L.  103-124)  also  included  rescissions 
of  $250  million  from  prior  year  appropriations  for  BOPE  1  and  BOPE  2i   $75  million  was  rescinded 
from  HOPE  2;  $130  million  was  rescinded  from  funds  provided  for  HOPE  1  in  1993,  and 

$45  million  was  rescinded  from  funds  provided  for  HOPE  1  in  1992. 

The  Emergency  Supplemental  Appropriations  Act  of  1994  (P.L.  103-211)  rescinded  $66  million 
of  the  $109.2  million  appropriated  for  1994.   Of  the  remaining  funds,  $28  million  has  been 
allocated  to  Youthbuild,  and  $15.2  million  has  been  allocated  to  BOPE  1  for  a  1992  application 
(as  noted  below).   As  a  result,  there  will  be  no  funding  rounds  from  1994  appropriations  for 
HOPE  1,  BOPE  2,  or  BOPE  3. 
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Homeowner ship  and  Opportunity  for  People  Everywhere  (BOPS)  Grants 

4.   BtPLAHATIOH  OP  IBCRBASBS  AMD  DECREASES.   The  Budget  proposes  BOP1  funding  in  1995  at  a 
level  of  $100  million,  close  to  the  amount  originally  sought  for  1994.   This  level  of  funding 
will  allow  for  selectivity  in  the  use  of  the  program,  and  a  focus  on  the  soundest  and  most 
promising  projects  proposed  by  grant  applicants. 

The  allocation  shown  of  $60  million  for  BOPB  2  and  $40  million  for  HOPS  3  in  1995  is 
preliminary.   In  light  of  the  rescissions  which  have  been  enacted,  a  share  of  the  1995 
appropriation  may  also  be  allocated  to  BOPB  1.   The  Department  plans  to  consolidate  the  BOPB  2 
and  BOPB  3  programs  for  the  award  of  1995  funds. 

The  1994  Appropriations  Act  provided  up  to  $28  million  for  Youthbuild  under  BOPB  Grants. 
Rather  than  continuing  to  fund  Touthbuild  under  BOPB  Grants,  the  Budget  proposes  a  direct 
appropriation  of  $50  million  for  Touthbuild,  as  described  in  part  2  of  these  Justifications. 

PROGRAM  DESCRIPTION 

General.  Bomeownership  grant  recipients  acquire  housing  units  and  provide  low-income 
persons  with  the  financial  assistance,  expertise,  and  support  needed  for  them  to  purchase  and 
maintain  homes. 

The  program  is  currently  divided  by  three  types  of  eligible  housing  inventory.   BOPB  1 
Grants  cover  public  and  Indian  housing  properties;  BOPB  2  Grants  are  for  government-owned 
or  -held,  and  BUD-lnsured  or  -financed,  multifamily  housing;  and  BOPB  3  Grants  cover  government- 
owned  or  -held  single  family  housing. 

BOPB  implementation  grants  are  provided  for  the  acquisition  and  rehabilitation  of 
properties,  development  of  multifamily  resident  organizations,  architectural  and  engineering 
work,  mortgage  subsidies,  replacement  reserves,  operating  subsidies  for  multifamily  projects, 
counseling  and  training  of  residents,  security  measures,  and  other  activities  directed  to  making 
homeownerehip  affordable  and  practical  for  low-income  persons.   Dp  to  $250,000  of  a  BOPB  grant 
may  be  approved  for  economic  development  activities,  such  as  job  training  and  child  care, 
intended  to  promote  economic  self-sufficiency. 

Sponsors  must  provide  matching  contributions  equal  to  25  percent  of  the  implementation  grant 
amount  for  BOPB  1  and  33  percent  of  the  implementation  grant  amount  for  BOPB  2  and  BOPB  3.   In 
addition  to  cash,  sources  of  match  may  include  in-kind  contributions  such  as  the  present  value  of 
reductions  in  taxes  and  fees  by  State  and  local  governments,  infrastructure  improvements, 
donations  of  real  property,  sweat  equity  and  other  donated  labor.   Funds  used  for  multifamily 
operating  expenses  and  replacement  housing  are  excluded  from  matching  requirements. 

Additional  features  of  each  of  the  three  BOPB  homeownership  programs  and  the  Elderly 
Independence  demonstration  program  are  described  below. 

A.   HOPE  for  Public  and  Indian  Bousing  BomeownerBhip  (HOPE  1  Grants). 

This  program  is  administered  by  the  Assistant  Secretary  for  Public  and  Indian  Bousing. 
The  program  offers  low-income  families,  PUAs/IBAs  and  community-based  nonprofit  organizations  the 
ability  to  conduct  neighborhood  revitalization  through  homeownership  and  replacement  housing. 

In  addition  to  low-income  families,  families  and  individuals  residing  in  a  BOPB  1 
project  on  the  date  an  Implementation  grant  is  approved  for  it,  as  well  as  those  who  are  assisted 
under  a  housing  program  (other  than  mortgage  insurance  programs)  administered  by  BOD  or  the 
Department  of  Agriculture,  are  eligible  to  purchase  BOPB  1  homes. 

Resident  Management  Corporations  (RMCs),  Resident  Councils  (RCs),  and  Cooperatives  are 
eligible  to  apply  directly  for  BOPB  1  grants.  Other  nonprofit  and  public  sponsors  may  apply  as 
sponsors  with  the  support  of  resident  organizations. 

Estimated  program  levels  for  BOPB  1  are  shown  in  the  following  tablet 

Actual  Estimate   Estimate 

1993  1994       1995 
(Dollars  in  Thousands) 

Planning  Grants ... 

Implementation  Grants ...  $46,502 

Technical  Assistance $756  3,744 

Budget  Authority  161,000  42,895 

Transfers/Rescissions -56.250  -202.705 

Net  Budget  Authority 104,750  -159,810 

Budget  Outlays ■. 4,787  13,886    $'. 
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The  Department  proposes  to  determine  the  distribution  of  1995  budget  authority  among  the 
HOPS  homeownership  programs  baaed  upon  program  activity  and  needs.  The  planned  allocation  shown 
ia  a  preliminary  estimate. 

Bach  unit  of  Public  and  Indian  Bouaing  aold  must  be  replaced  with  additional  houaing  or 
housing  assistance.   Residents  of  buildings  converted  to  homeowner ship  in  the  HOPE  1  program  who 
do  not  purchase  units  may  receive  Section  B  rental  assistance,  as  well  as  hope  grant  relocation 
assistance,  if  they  move  to  different  housing.   If  they  decide  to  remain  in  the  same  building, 
they  would  pay  the  same  rent  as  they  would  in  public  houaing. 

To  date,  planning  grants  have  been  awarded  to  231  grantees  and  implementation  grants 
have  been  swarded  to  18  grantees.   The  average  cost  per  unit  of  the  implementation  grants  funded 
in  1992  was  $22,118. 

Grant  aelectiona  will  be  announced  ahortly  from  among  90  applicationa  for  implementation 
grants  received  in  response  to  the  Notice  of  Fund  Availability  originally  published  August  3, 
1993,  as  amended.   A  grant  selection  for  $24.9  million  haa  been  made  in  response  to  a  1992 
application  which  waa  reconsidered.   This  is  funded  from  $15.2  million  appropriated  for  1994,  and 
$9.7  million  appropriated  for  1993. 

B.   BOPE  for  Homeownarship  of  Multlfamilv  Units  (HOPE  2  Grants). 

Thia  program  is  administered  by  the  Assistant  Secretary  for  Bousing,   hops  2  grants 
create  homeownership  opportunities  in  multifamily  projects  which  are  owned  by  BOD,  financed  by  a 
mortgage  held  or  insured  by  BUD,  including  Section  312  Rehabilitation  Loans,  Section  202  loans, 
and  PHA  loans,  aa  well  aa  projects  owned  or  held  by  other  Federal,  State,  and  local  government 
agenciea. 

The  HOPB  2  program  allows  low-income  families  to  acquire  a  stake  in  their  communities 
through  homeownership,  and  to  exercise  more  control  over  the  management  of  their  houaing.   It  ia 
intended  to  strengthen  the  communities  in  which  the  housing  is  located. 

In  addition  to  low- income  families,  families  and  individuala  realding  in  a  property  on 
the  date  HOD  approves  an  implementation  grant  for  it  are  eligible  to  purchase  HOPE  2  homes. 
Preference  will  be  given  to  current  residents  of  the  units  to  be  sold,  and  then  to  families  who 
have  completed  an  economic  aelf-suff iciency  program. 

Resident  Councils,  Cooperative  Associations,  Mutual  Bouaing  Associations,  and  other 
reaident  organizations  may  apply  for  HOPE  2  granta.   nonprofit  private  and  public  agencies, 
including  Public  and  Indian  Bouaing  Authorities,  also  may  apply  with  the  support  of  tenant 
organizations . 

Estimates  of  HOPE  2  program  levels  are  shown  in  the  table  belowi 


Planning  Granta 

Implementation  Grants 

Georgetown  Oniversity  Harrison  Institute... 

Budget  Authority  

Trans  fers /Rescissions 

■et  Budget  Authority 

Budget  Out 1 ays 

The  budget  authority  liated  for  1995  ia  a  planning  estimate  of  the  amount  that  will  be 
allocated  for  HOPE  2  within  the  aingle  HOPB  grants  appropriation. 

BOD  intends  to  provide  Section  8  rental  assistance  to  eligible  residents  who  are  unable 
or  unwilling  to  purchase  units,  whether  they  choose  to  move  with  relocation  assistance  or  to 
remain  in  the  same  building. 

From  1992  funds,  $3  million  was  appropriated  for  a  technical  assistance  contract  with  the 
■ational  Center  for  Tenant  Ownership  (HCTO)  at  Georgetown  Oniversity  Law  Center.   In  conjunction 
with  the  HCTO,  regional  workshops  and  a  national  teleconference  were  held  to  help  potential 
applicants  determine  if  projects  were  ready  for  a  HOPS  2  grant,  work  through  financial  analysis 
needed,  and  preaent  key  elements  of  how  BOPS  2  can  be  utilized  to  make  homeownership  affordable 
for  low- income  persons. 

C-3 


Actual 

Estimate 

Estimate 

1993 

1994 

1995 

(Dollars 

in  Thousands) 

$1,298 

23,167 

$32,805 

$60,000 

3,000 

■A 

HA 

95,000 

8,552 

60,000 

-33.7S0 

-83,552 
-75,000 

61,250 

60,000 

5,024 

10,738 

17,623 
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In  fiaeal   year   1993,   a  total  of  $24.6  million  waa  awardad  for  nine  planning  granta  and 
••van  implementation  granta  for  projacta  with  1,609  unita.     Theee  projacta  ware  Mlactad  in  a 
aacond  round  of   competition   for   fiaeal    year   1992  BOPI   2  applicanta.      That  bringa   the  total 
awardad  to  date  to  9   implementation  granta  and  98  planning  granta  for  15,391  unita. 

Grant  aelactiona  will  be  announced  aoon  froa  among.  S3  implementation  grant  application* 
received  in  reaponaa  to  the  notice  of  Fund  Availability  originally  publlahad  July  16,  1993.  Of 
theee,  23  previously  received  BOPS  2  planning  granta. 

C.   HOPE  for  BomeownarahlD  of  Slnale-F""' Ty  p~"»s  (BOPB  3  Granta i. 

Thla  program  ia  administered  by  the  Aaaiatant  Secretary  for  Community  Planning  and 
Development.   BOPB  3  puta  government  single  family  propertiea  to  use  aa  affordable  housing  for 
low-income  families  who  need  assistance  to  be  able  to  own  their  own  home.  Virtually  all  of  these 
propertiea  are  unoccupied  and  underutilized. 

Private  nonprofit  organizations,  public  agencies  in  cooperation  with  private  nonprofits, 
and  cooperative  associations  are  eligible  to  sponsor  a  BOPE  3  program.   Grantees  acquire 
propertiea  and  make  them  ready  for  purchase  by  low- income,  first-time  homebuyera,  or  assist  in 
financing  the  low- Income  buyer 'a  direct  purchase  and  rehabilitation  of  a  home. 

The  Bousing  and  Community  Development  Act  of  1992  expanded  the  government-held  and  -owned 
property  sources  eligible  for  BOPE  3  (and  BOPE  2)  to  include  those  of  the  Departments  of  Defense 
and  Transportation,  the  Federal  Depoait  Insurance  Corporation,  the  General  Services 
Administration  and  any  other  Federal  agency.   State  and  local  government  propertiea  are  also 
eligible  for  BOPE  3. 

Preference  ia  given  to  purchasers  who  are  alao  qualified  residents  of  Public  and  Indian 
Housing,  and  qualified  families  who  have  completed  a  aelf-auff iciency  program.   Within  2  years  of 
execution  of  the  implementation  grant  agreement,  the  grantee  must  transfer  ownership  to  an 
eligible  family,  either  through  direct  purchase  or  through  execution  of  a  lease/purchase 
agreement. 

Estimates  of  BOPE  3  program  levels  axe  shown  in  the  table  belowi 

Actual  Estimate  Estimate 

1993  1994  1995 
(Dollars  in  Thousands) 

Planning  Granta $58  ...  ... 

Implementation  Granta 1,002  $9  4.,  241  $46,112 

Technical  Assistance 296  500 

Budget  Authority  95,000  29,743  40,000 

Rescission ...  -29.743  ••• 

Set  Budget  Authority 95,000  ...  40,000 

Budget  Outlaye 25,215  40,945  41,496 

The  budget  authority  ahown  above  for  1995  ia  a  planning  eatimate  of  the  amount  which 
will  be  allocated  to  BOPE  3  aa  a  part  of  the  aingle  appropriation  for  BOPE  granta. 

On  December  IS,  1993,  $93  million  in  implementation  granta  were  announced  for  110 
grantees  who  applied  in  response  to  the  Notice  of  Fund  Availability  published  July  7,  1993. 
Public  agenciee  were  recipiente  of  42  of  theae  grants,  and  68  went  to  private,  non-profit 
organizatione,  Including  12  granta  in  which  Habitat  for  Humanity  affiliates  were  recipiente  or 
eo-aponaora.   They  are  expected  to  bring  homeownerehip  to  4,339  families,  and  to  stimulate  new 
investment  of  $248  million  in  partnership  with  other  public  and  private  sources. 

Thla  bringa  the  total  number  of  BOPE  3  implementation  granta  awarded  to  date  to  214  and 
the  number  of  planning  granta  to  137.   In  total,  $188.9  million  in  BOPE  3  grants  have  been 
approved  alnce  the  program  began  In  1992.   Additional  homeownerehip  opportunities  are  expected  to 
reault  from  the  proceeds  grantees  retain  after  properties  are  purchased  by  the  new  homeowner. 
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The  HOPE  3  final  rule  appeared  in  the  Federal  Register  July  7,  1993.   In  the  final  rule, 
an  exception  is  allowed  in  the  caae  of  2-  to  4-unlt  single  family  properties  to  permit  an  owner- 
occupant  to  rent  out  the  other  units  under  specified  conditions.   In  all  other  cases  an  ownership 
interest  must  be  acquired  in  each  unit  by  an  eligible  low-income  family. 

D.       HOPE    rOR    ELDERLY    INDEPENDEHCB    (Services). 

The  National  Affordable  Bousing  Act  (P.L.  101-625)  authorized  a  5-year  demonstration 
program  for  Elderly  Independence  designed  to  enable  frail  elderly  persons,  who  need  help  to 
manage  daily  activities,  to  continue  to  live  Independently.   This  program  combined  rental 
vouchers  and  certificates  administered  by  Public  Bousing  Agencies  with  supportive  services  funded 
in  part  from  HOPE  grants.   Appropriations  of  $10  million  were  made  for  the  services  component  in 
both  1992  and  1993.   Ho  funding  was  appropriated  in  1994  or  requested  in  1995  for  the  Elderly 
Independence  Grants. 

Actual      estimate    Estimate 
1993         1994        1995 
(Dollars  in  Thousands) 

Budget  Authority $10,000 

Reservations ...        10,125 

Budget  Outlays ...         2,469      $4,000 


I.   STATUS  Or  FUHDS  -  HOPE  Balances  Available i 

Pnreserved  balances 

Actual     Estimate    estimate 

1993        1994        1995 

(Dollars  in  Thousands) 

Unreserved  Balance,  start  of  year.... 

Recaptures/Cancellations 

Appropriation 

Reservations 

Unreserved  Balance,  end  of  year 

Revisions  have  been  made  due  to  the  difference  in  the  rescission  as  enacted  in  the  Emergency 
Supplemental  Appropriations  Act  of  1994  (P.L. 103-211)  and  the  rescission  assumed  in  the 
President's  Budget.   The  Budget  had  assumed  that  prior  year  balances  of  $34  million  from  HOPE  1 
and  $32  million  from  HOPE  2  would  be  rescinded.   In  P.L.  103-211,  $66  million  was  rescinded  from 
the  1994  appropriation,  thus  affecting  HOPE  3  as  well. 
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DEPARTMENT  OP  HOUSING  ADD  URBAN  DEVELOPMENT 

ANNUAL  CONTRIBUTIONS  POR  ASSISTED  HOUSING 

(JOINTLY  ADMINISTERED  PROGRAMS) 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994  «/ 

1994 

199S 

199S  ve  1994 

Reservations  (Units-Gross )  i 

Incremental  Units i 

Public  Bousing 4,207 

Indian  Bousing 2,803 

Certificates 17,254 

Vouchors 24,571 

Incremental  Rental  Asst ... 

Pension  Fund [ . . .  ] 

Homeless  Assistance [•*>) 

Disabled  Units ( ■  •  •  1 

Section  202  -  Elderly 9,170 

Section  811  -  Disabled 2,535 

Bsg.  Opt.  for  Persons  v/aids  799 

Total,  Increa.  Units 61,339 

Non- Incremental. 10,  317 

Total ,  Annual 

Contributions 71,656 

Budget  Authority  Available 

Carryover $1,516,435 

Recaptures 611,925 

Rescission  of  Recaptures (5,498) 

Transfer  to  Other  Accounts....  (11,811) 

Transfer  from  Other  Accounts..  42,934 

Transfer  from  PEMA 183,000 

Reduction  in  New  Authority 

due  to  non-recaptures 

in  Sec.  236 (283,000) 

Emergency  Supplemental 

( P. L. 103-211) 

Rescission   (P.L.    103-211) 

Investment   Initiative ... 

New  Authority 8.936.731 

Met  Total  Available 10,990,716 


(Dollars  in  Thousands) 
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3,000 

3,086 
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1,173 
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(285) 

59,413 

63,324 

81,954 

79,428 

(2,526) 

39,529 

46,366 

78.647 

tan 

(70.218) 

646,000 
7.777.000 

8,665,680 


$203,000 
242,680 


225,000 
100,000 


9.312.900 
9,938,580 


$2,205,166 
242,680 


225,000 
100,000 


9.312.900 
11,885,746 


($2,205,166) 
(242,680) 


9.468,918 
9,468,918 


(225,000) 
(100,000) 


156.018 
(2,416,828) 


Budget  Authority  (Use). 


8,785,550    8,665,680    9,938,580    11,885,746    9,468,918   (2,416,828) 


a/   Includes  Emergency  Supplemental  (P.L.  103-211). 
b/  Excludes  MROP  units  (1,255). 
c/   Includes  Poster  Child  Care. 


note  i  This  section  of  the  Justifications  provides  a  description  of  the  programs  Included 
within  the  Annual  Contributions  for  Assisted  Bousing  Appropriation.   Included  are 
programs  administered  by  the  Assistant  Secretary  for  Housing,  the  Assistant  Secretary 
for  Public  and  Indian  Bousing,  the  Assistant  Secretary  for  Community  Planning  and 
Development,  the  Assistant  Secretary  for  Pair  Bousing  and  Equal  Opportunity  and 
Office  of  Lead-Based  Paint  Abatement  and  Poisoning  Prevention.   The  programs  of 
Bousing  for  the  Elderly  and  Disabled  and  Public  Housing  Modernization,  although  In 
this  account,  are  discussed  more  fully  in  separate  sections  in  these  Justif icstions. 
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Annual  Contributions  for  Assisted  Housing 
1.   SUMMARY  OF  BUDGET  REQUEST 

A.  1995  Program  Levels 

1.  Funding  Level.   The  Budget  requests  a  total  program  level  of  $9,468.9  million 
for  1995.   This  funding  level  will  support  the  reservations  of  87,857  units.   It  will  provide 
$2.2  billion  for  amendments  to  Section  8  contracts,  $2.8  billion  for  Public  Housing 
Modernization,  $2.7  billion  for  Incremental  Rental  Assistance,  $149.1  million  for  Moving  to 
Independence  Counseling,  $26.3  million  for  Family  Investment  Centers,  $17.3  million  for  Family 
Self-Sufficiency  Coordinators,  $21.9  million  for  Public  Housing  Lease  Adjustments  and  Amendments, 
$16.3  million  for  Elderly  Service  Coordinators,  $100  million  for  Lead-Based  Paint  Abatement  and 
Capacity  Building,  and  $4  million  for  Section  23  Conversions. 

2.  Total  Unit  Reservations.  For  fiscal  year  1995,  a  total  of  87,857  units  are 
proposed  under  the  Annual  Contributions  account.  The  request  consists  of  79,428  incremental 
units  and  8,429  non-incremental  units. 

a.  Incremental  Units.   The  79,428  incremental  units  include  1,754  units  for 
Public  Housing  Development,  2,715  units  for  Indian  Housing  Development,  1,156  units  for  the 
Elderly,  2,915  units  for  the  Disabled,  70,000  units  for  Incremental  Rental  Assistance 
(incremental  certificates  or  vouchers),  and  888  units  for  Housing  Opportunities  for  Persons  with 
AIDS. 

b.  Mon-lncremental  Unite.   The  8,429  non-incremental  units  are  targeted  to 
Public  Bousing  and  Bousing  Relocation  and  Replacement,  Loan  Management  and  Section  23 
Conversions . 

—  2,420  units  will  be  used  to  replace  public  housing  units  that  are 
converted  to  homeowner ship,  or  for  nonpurchasing  residents  in  projects 
that  have  been  sold  to  eligible  applicants  under  the  HOPE  1  program. 

—  5,814  Loan  Management  Set-Aside  units  will  be  used  to  provide  Section  6 
assistance  on  behalf  of  eligible  low-   and  moderate-income  families  in 
projects  that  are  experiencing,  or  can  be  expected  to  experience,  serious 
financial  difficulties. 

—  195  units  will  be  used  to  facilitate  the  conversion  of  Section  23  leased 
units  to  Section  8  assistance. 

B.  1995  Major  Program  Requests 

1.   Public  Housing  Development  (including  Contract  Amendments  and  Technical 
Assistance) .   The  1995  Budget  includes  a  request  for  $150  million  to  fund  the  reservation  of 
approximately  1,754  incremental  Public  Housing  units.   These  units  will  be  needed  primarily  to 
address  the  replacement  housing  needs  of  low-income  families,  including  the  one-for-one 
replacement  requirements  pursuant  to  Section  18,  Section  5(h),  and  HOPE  1,  and  to  provide  any 
units  that  may  be  required  to  settle  litigation.   Public  Housing  Development  funds  also  will  be 
used  to  fund  contract  amendment  requirements  that  may  arise  for  previously  reserved  projects. 
The  number  of  units  reserved  with  the  appropriated  funds  will  be  reduced  commensurate  with  actual 
amendment  requirements. 

In  addition,  up  to  0.67  percent  of  the  Public  Housing  Development  funds  is 
requested  for  contracts  to  perform  inspections  of  Public  Housing  Construction.   The  contractors 
will  report  problems  to  Field  offices  with  recommendations  for  corrective  actions.   This 
assistance  is  required  to  ensure  that  construction  activities  performed  meet  the  standards  for 
quality  and  timeliness,  to  conduct  appraisals  and  cost  estimates,  and  to  provide  assistance 
and/or  monitoring  to  PHAs  based  on  findings  from  IG  reports.   Up  to  $10,000  of  the  funds  set- 
aside  for  technical  assistance  in  1995  may  be  used  to  fund  the  travel  expenses  of  BUD  staff  in 
the  conduct  of  these  activities. 
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2.  Public  Housing  Service  Coordinators.   The  Budget  includes  $30  million  to  support 
Public  Housing  Agency  (PHA)  expenses  fori   (1)  the  cost  of  employing  or  retaining  the  services  of 
individuals  to  coordinate  provisions  of  supportive  services  for  elderly  and  disabled  families 
living  in  public  housing  pursuant  to  section  661  of  the  Housing  and  Community  Development  Act  of 
1992,  and  (2)  to  identify  particular  health,  personal  and  emergency  response  needs  and 
characteristics  of  elderly  and  disabled  families,  and  enable  such  residents  to  live  independently 
and  to  forestall  their  placement  in  nursing  homes  or  institutions.   The  need  for  service 
coordinators  has  increased  rapidly  in  the  last  few  years  because  of  the  aging  population,  and  a 
substantial  increase  in  the  number  of  residents  with  various  disabilities,  Including  severe 
mental  illness. 

3.  Indian  Housing  Development  (including  Contract  Amendments  1 .   This  Budget 
includes  $263  million  to  fund  the  reservation  of  2,715  Indian  Housing  units  in  199S.   The 
requirement  for  additional  Federally-assisted  housing  in  Indian  areas  is  supported  by  data 
developed  by  the  Bureau  of  Indian  Affairs,  which  indicates  a  need  for  approximately  85,000 
housing  units.   This  includes  55,000  new  units  and  30,000  units  requiring  substantial 
rehabilitation.   Since  the  inventory  of  existing  units  is  small  relative  to  the  population,  many 
of  the  units  are  overcrowded.  The  Indian  housing  program  continues  to  be  the  primary  delivery 
system  for  new  housing  in  Indian  areas,  due  to  the  location  and  restricted  land  status  of  Indian 
reservations. 

Indian  housing  development  funds  also  will  be  used  to  fund  contract  amendment 
requirements  that  may  arise  for  previously  reserved  projects.   The  number  of  units  reserved  with 
the  funds  provided  will  be  reduced  commensurate  with  actual  amendment  requirements. 

4.  Leased  Housing  Adjustments.   The  Budget  includes  $21.9  million  for  1995  to 
continue  annual  lease  adjustments  to  contracts  approved  in  prior  years  under  the  Section  23 
Leased  Bousing  program.   Through  this  program,  the  Department  provides  basic  annual  contributions 
to  PHAs  that  permit  them  to  administer  the  program  and  make  the  payments  required  by  the  lease 
agreement  between  the  PHA  and  the  project  owner.   The  Department  may  provide  additional 
assistance  on  a  year-to-year  basis  for  adjustments  to  the  fixed  annual  contributions.   Such 
adjustments  are  similar  to  an  operating  subsidy  and  fund  deficits  that  may  occur  when  the  fixed 
payments  together  with  other  program  resources  such  as  rental  income  and  operating  reserves  are 
insufficient  to  meet  operating  costs  that  are  the  clear  responsibility  of  the  PHA. 

5.  Recapture  of  Funds.   The  Budget  reflects  the  fact  that  some  units  reserved  in 
the  past  no  longer  remain  feasible  and  will  be  withdrawn  from  the  development  pipelines.  About 
400  Public  Housing  units  are  expected  to  be  withdrawn  in  1995.  The  Budget  proposes  that  funds 
actually  recaptured  in  1995  remain  available  for  reuse. 

6.  Modernization.  A  total  of  $2.8  billion  is  requested  for  Public  Bousing 
Modernization  which  is  more  fully  discussed  in  a  separate  section  of  these  Justifications. 

7.  Housing  for  the  Elderly  and  Disabled.   The  1995  Budget  reflects  the  Department's 
commitment  to  the  construction  and  rehabilitation  of  housing  for  the  elderly  and  disabled  in 
rental  markets  where  there  is  an  insufficient  supply  of  affordable  housing.   In  addition,  funding 
for  service  coordinators  is  requested  to  facilitate  the  provision  of  supportive  services  for  the 
elderly  as  authorized  under  Section  811  of  the  Rational  Affordable  Bousing  Act  and  Section  674 
and  676  of  the  Housing  and  Community  Development  Act  of  1992.   A  total  of  $553.3  million  is 
requested  in  the  Annual  Contributions  account  for  these  purposes  as  described  below.  A  more 
detailed  explanation  of  the  Elderly/Disabled  program  is  included  in  a  separate  section  in  these 
Justifications . 

a.   Capital  Grants/Operating  Assistance.   In  1995,  a  total  of  $150  million  of 
budget  authority  is  requested  under  the  Annual  Contributions  account  to  support  the  construction 
(or  rehabilitation)  and  operation  of  housing  for  the  elderly  and  $387  million  units  for  the 
disabled.   This  will  support  1,156  units  for  the  elderly  and  2,915  units  for  the  disabled. 
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b.   Service  Coordinators.   Total  funding  of  $16.3  million  la  requested  for 
Service  Coordinators  to  facilitate  the  provision  of  supportive  services  for  the  elderly.   Section 
801  of  the  Cranston-Gonzalez  National  Affordable  Bousing  Act  authorized  the  use  of  Service 
Coordinators  within  existing  projects  for  the  elderly  or  frail  elderly.   Sections  674  and  676  of 
the  Bousing  and  Community  Development  Act  of  1992  expanded  the  univarae  of  projects  eligible  to 
receive  service  coordinators  assistance  by  authorizing  funding  for  service  coordinators  in 
Section  8  and  Section  221(d)  and  236  projects.   The  Department  requests  the  use  of  $16.3  million 
to  include  Section  8  and  Section  221(d)  and  236  projects.   The  purpose  of  the  service  coordinator 
program  is  to  enable  residents  who  are  elderly,  especially  those  who  are  frail  or  handicapped,  to 
live  independently  and  prevent  placement  in  housing,  homes  or  institution.   Services  provided 
include  meal  services,  housekeeping  and  chore  assistance,  personal  care,  laundry  assistance, 
transportation  services,  and  health  related  services. 

8.  Other  Incremental  Assistance.   The  term  "incremental  assistance'  refers  to  new 
or  additional  families  served  by  the  Department.   Incremental  units  increase  the  total  number  of 
subsidies  provided.   (Public  and  Indian  Bousing  Development  and  Elderly/Disabled  new  construction 
are  also  considered  incremental.)   Within  this  category,  $2.9  billion  la  requested  to  support 
70,888  new  units,  as  described  belowi 

a.  Incremental  Rental  Assistance.   A  total  of  $2.7  billion  ia  requested  to 
provide  rental  assistance  to  an  additional  70,000  families.   These  families  currently  are  not 
receiving  any  kind  of  rental  subsidy  from  the  Federal  government.   Included  within  this  total  are 
funds  for  the  following i 

—  Pension  Fund  Program.   The  Pension  Fund  program,  authorized  in  1993,  aims 
to  attract  pension  fund  investment  in  the  construction  or  rehabilitation 
of  affordable  houaing  through  the  use  of  Section  8  project-based  subsidy. 
In  1995,  $514.3  million  is  requested  to  support  5,000  units  of  15-year 
project-based  assistance. 

—  Homeless  Assistance.   $514.3  million  ia  Included  for  15,000  units  for 
homeless  assistance  in  fiscal  year  1995.   These  funds  will  be  used  to 
help  previously  homeless  families  obtain  permanent  rental  houaing  in  the 
private  market.   Although,  the  program  is  funded  out  of  Annual 
Contributions  account,  it  will  be  administered  by  the  Assistant  Secretary 
of  Community  Planning  and  Development  (CPD)  and  therefore  will  be  more 
fully  discussed  in  the  CPD  section  of  these  Justifications. 

—  Disabled  Units.   $171.4  million  has  been  included  to  help  disabled 
families.   This  program  will  be  administered  by  the  PBAs  and  will  provide 
for  5,000  existing  units.   This  is  in  addition  to  the  2,915  units  for 
Section  811  grants  for  new  construction. 

b.  Housing  Opportunities  for  Persons  with  AIDS.   Funding  in  the  amount  of 

$156  million  is  requested  to  provide  888  units  and  support  services  for  Bousing  for  Persons  with 
AIDS.   This  program  is  discussed  in  more  detail  under  the  Homeless  section  of  these 
Justifications. 

9.  Non-Incremental  Assistance.   Hon- incremental  assistance  is  considered 
replacement  subsidies.   Consequently,  funding  provided  for  these  purposes  do  not  increase  the 
total  number  of  families  served  by  the  Department.   Included  under  this  category  arei 

a.  Public  Housing  Relocation  and  Replacement.   A  total  of  $82.9  million  is 
requested  to  support  a  total  of  2,420  families.   This  assistance  will  used  as  replacement  housing 
for  public  housing  units  that  are  converted  to  homeownership,  to  assist  non-purchasing  families 
living  in  public  housing  and  multifamily  projects  that  have  been  sold  to  eligible  families  under 
the  HOPE  1  or  HOPE  2  programs,  or  to  assist  families  receiving  Section  8  project-based  assistance 
when  the  owner  opts-out  of  the  Section  8  contract. 

b.  Loan  Management.   The  1995  request  of  $150  million  for  loan  management  set- 
asides  would  support  5,814  units.   This  assistance  is  used  with  projects  that  are  financially 
troubled  or  in  threat  of  becoming  financially  troubled.   Section  8  units  are  provided  to  ensure  a 
steady  income  stream  to  keep  the  project  financially  stable  and  available  for  low-income  use. 
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c.  Preservation.   Ho  new  budget  authority  is  requested  to  fund  Preservation 
activity  In  1995.   It  is  projected  that  carryover  balances  of  $438.4  millions  from  1994  will  be 
available  in  1995.   Of  this  total,  $20  million  will  be  used  for  appraisals  and  preservation 
capital  needs  assessments,  and  $418.4  million  will  be  used  to  provide  incentives  to  19,010  units. 

Although  no  funding  is  requested  for  1995,  appropriations  language  is  being 
proposed  to  modify  the  formula  used  for  calculating  incentives  to  be  provided  to  owners.   Onder 
current  law,  owners  are  eligible  to  receive  incentives  based  on  up  to  120  percent  of  the  area 
Section  8  Pair  Market  Rent  (FKR).   The  proposed  language  will  reduce  this  ceiling  to  100  percent 
of  the  PKR  and  limit  the  gross  income  potential  for  a  project  assisted  under  Section  8  to  no  more 
than  100  percent.   This  change  will  provide  a  more  reasonable  limitation  on  the  level  of 
incentives  provided  to  preserve  stock  and  is  necessary  in  the  current  budget  environment.   In 
addition,  language  is  proposed  which  will  change  the  basis  for  determining  the  preservation  value 
of  all  properties — those  of  owners  contemplating  retaining  or  selling  their  properties.  For 
those  projects  where  the  owner  prepays  the  mortgage,  vouchers  will  be  provided  to  affected 
tenants.   The  components  of  the  Preservation  program  are  described  below: 

•  Incentives.   Incentives  may  be  provided  to  owners  of  eligible  projects  to 
encourage  them  to  continue  operating  their  properties  as  lower-income 
rental  housing.   The  number  of  units  estimated  for  this  purpose  includes 
currently  subsidized  units  receiving  an  increased  subsidy  payment  as  well 
as  new  project-based  units. 

e  Vouchers.   Tenant-based  rental  assistance  may  also  be  provided  in  cases 
where  the  owners  prepay  their  mortgages.   This  assistance  will  allow 
eligible  tenants  to  rent  their  current  unit  or  to  relocate  to  another 
unit. 

e  Homeowner ship . Grants  for  homeownership  will  be  eliminated  in  order  to 

simplify  the  program  for  participants.   However,  homeownership  conversion 
to  limited  equity  cooperative  will  still  be  possible  through  Section  8 
assistance  to  low-income  resident  buyers. 

d.  Property  Disposition.  In  1995,  Section  8  assistance  used  in  conjunction  with 
the  sale  of  HUD- he Id  or  HUD-owned  properties  is  being  requested  in  a  separate,  mandatory  account. 
Details  of  the  proposal  are  included  in  a  separate  section  of  these  justifications. 

e.  Section  23  Conversions.   A  total  of  $4  million  is  requested  for  fiscal  year 
1995  to  convert  an  estimated  195  families  living  in  Section  23  leased  projects  to  section  8. 
These  conversion  will  occur  when  the  lease  between  the  owner  and  the  PHA  expires. 

f.  Amendments .   Amendments  to  Section  8  contracts  are  estimated  at  $2.2  billion 
for  fiscal  year  1995.   This  includes  $781.8  million  estimated  for  project  reserve  amendments  and 
$24.2  million  for  property  disposition  amendments.   The  Budget  requests  $425  million  for  cost 
amendments  and  budget  authority  only  amendments  for  funding  increments  under  the  rental 
certificate  program  and  for  cost  amendments  for  projects  under  the  moderate  rehabilitation 
program.   In  addition,  the  amendments  category  includes  a  total  of  $1  billion  that  will  be  used 
to  extend  the  1994  Contract  Renewals  for  1  year.   The  1994  Appropriation  Act  reduced  the  Budget 
request  by  $1  billion  for  the  Contract  Renewal  account.   This  necessitated  reducing  the  term  to 

4  years  instead  of  5  years.   The  additional  funds  will  restore  the  5-year  term. 

C.   Other  Requests.   In  addition  to  the  above,  funding  is  also  requested  for  the  following 
initiativesi 

1.   Moving  to  Independence  Counseling.   Funds  for  Moving  to  Independence  Counseling  are 
requested  to  provide  erpanded  housing  opportunities  to  low-income  families  outside  of  areas  with 
concentrations  of  poverty.   In  fiscal  year  1995,  $149.1  million  in  Moving  To  Independence 
counseling  grants  is  requested  by  the  Department.   These  funds  will  be  used  to  provide  intensive 
counseling  and  housing  search  assistance  to  low-income  families  who  are  interested  in  moving  to 
areas  with  low  concentrations  of  poverty.   The  assistance  will  include  various  types  of 
activities  such  as  family  counseling  regarding  strategies  for  a  successful  housing  search; 
transportation  assistance,  financial  planning,  and  similar  assistance  to  expand  housing 
opportunities  in  areas  having  low  concentrations  of  poverty.   Families  currently  participating  in 
the  Section  8  rental  certificate  and  rental  voucher  program,  as  well  as  new  applicants,  will  be 
eligible  for  this  counseling  assistance. 
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Hoving  to  Independence  can  be  considered  a  successor  to  the  Mobility  Counseling 
program  funded  in  1994.   It  is  part  of  the  Administration's  initiative  to  increase  the 
effectiveness  of  and  reduce  the  impediments  to  use  of  the  Section  8  rental  assistance.   It  is  to 
be  an  ongoing  component  of  the  Section  8  program  and  is  not  to  be  confused  with  Moving  to 
Opportunity  (MTO)  which  is  a  limited  duration  demonstration  program  developed  to  carefully  test 
the  effects  of  shifting  public  housing  families  and  Section  8  participants  from  very  high  poverty 
communities  to  low  poverty  areas. 

2.  Family  Investment  Centers.   A  total  of  $26.3  million  is  requested  for  Family 
Investment  Centers  to  provide  families  living  in  public  housing  with  better  access  to  educational 
and  employment  opportunities  to  achieve  self-sufficiency  and  independence.   These  grants  may  only 
be  used  to  develop  facilities  in  or  near  public  housing  for  training  and  supportive  services,  to 
provide  funding  for  essential  training  and  services  that  cannot  otherwise  be  funded,  and  to 
employ  service  coordinators  to  ensure  sound  management.   Assistance  is  available  only  to  PHAa 
that  demonstrate  that  related  supportive  services  will  be  made  available. 

3.  Family  Self-Suf f lciencv  Coordinators.   A  total  of  $17.3  million  is  requested  for 
PHAa  to  hire  coordinators  to  implement  and  administer  Section  8  projects  participating  under  the 
Family  Self-Suf ficiency  (FSS)  program.   Coordinators  are  already  Included  in  the  Operating 
Subsidies  appropriation  for  the  PHA/IBA-owned  dwelling.   The  FSS  program  allows  HUD  housing 
assistance  to  leverage  public  and  private  sector  services  and  resources  that  can  help  residents 
of  public  and  assisted  housing  achieve  economic  independence.   It  uses  housing  as  a  stabilizing 
force  and  permits  the  families  to  invest  their  energy  in  other  efforts  that  are  necessary  to 
achieve  self-sufficiency  such  as  employment,  education,  and  job  training. 

4.  Lead-Based  Paint.   A  total  of  $100  million  la  requested  for  Lead-Baaed  Paint 
Abatement.   This  program  is  funded  under  the  Annual  Contributions  account.   However,  it  is 
administered  by  the  Office  of  Lead-Based  Paint  Abatement  and  Poisoning  Prevention  and  therefore 
will  be  more  fully  discussed  in  the  Lead-Based  section  of  these  Justifications. 

5.  Grants  for  Economic  Development.   A  total  of  $25  million  is  requested  for  Grants  for 
Economic  Development.   These  Grants  will  be  awarded  competitively  to  PHAa  that  can  demonstrate 
the  capacity  to  provide  employment  development  skills  to  low-income  persons  and  to  coordinate  and 
utilize  existing  public  and  private  training,  employment  and  buainess  assistance  funds  or 
services.   This  program  is  funded  under  the  Annual  Contributions  account,  however,  it  will  be 
administered  by  the  Office  of  Fair  Housing  and  Equal  Opportunity  and  is  described  more  fully  in 
that  section  of  these  Justifications. 

6.  Metropolitan  Area-wide  Assisted  Bousing  Program.   A  total  of  $9  million  is  requested 
for  this  program.   The  funds  would  be  used  to  test  new  ways  for  implementing  comprehensive 
residential  choice  strategies  throughout  metropolitan  areas.   Incentives  and  regulatory  change* 
would  be  designed  which  Willi   (1)  encourage  desegregated  housing  opportunities  and  (2)  create  a 
third  party,  nonprofit  organization  which  would  administer  tenant  selection  and  assignment, 
mobility  counseling,  and  HUD's  "affirmatively  furthering"  responsibilities.  This  program  also 
will  be  administered  by  the  Office  of  Fair  Bousing  and  Equal  Opportunity  and  is  described  more 
fully  in  that  section  of  these  Justifications. 

D.   Legislative  Propoeala 

The  following  describes  those  initiatives  proposed  in  the  199S  Budget  that  would  reduce 
outlays  from  Housing-administered  programs  in  the  Annual  Contributions  account. 

1.  Preservation  Reform.   HUD  is  proposing  appropriations  language  to  reduce  the  federal 
cost  limit  on  Preservation  rents  from  120  percent  to  100  percent  of  the  FMS.   This  statutory 
change  would  reduce  the  cost  of  Preservation  incentives,  thereby  reducing  outlays  by  a  projected 
$6  million  in  1995. 

2.  Round  Down  the  Annual  Adjustment  Factor  (AAP).   For  any  assisted  unit  with  a  rent 
subject  to  AAFs,  newly  calculated  rents  will  no  longer  be  rounded  up  to  the  next  whole  dollar 
amount.   Instead,  a  practice  will  be  adopted  where  rounding  up  only  occurs  when  the  fractional 
amount  exceeds  $0.50.   It  is  estimated  that  this  measure  will  generate  outlay  savings  in  rental 
assistance  payments  of  $3  million  in  1995. 
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3.  Sflmjaseemfj  an  IRS  Income  Match.   It  is  proposed  that  an  income  monitoring  program  be 
implemented  in  199S.   Savings  will  result  from  the  identification  of  under-reporting  of  income  by 
tenants.  This  under-reporting  results  in  the  tenant  paving  a  smaller  amount  for  rent,  tbua 
increasing  BOD's  subsidy  payments.   Saving*  are  not  expected  to  begin  until  1996.  Savings  from 
1996  through  1999  are  estimated  at  $1,586  million,  $195  million  of  which  will  be  realised  in 
1996.   In  199S,  it  is  assumed  that  outlays  will  increase  by  $15  million,  representing  up-front 
administrative  expenses  to  start  the  program. 

4.  Bo  AAF  if  Section  8  Contract  Rent  is  Above  the  local  Section  8  agisting  Fair  Market 
Rent  (FMR1.  This  proposal  intends  to  limit  Annual  Adjustment  Factor  (AAF)  rent  increases  to 
those  cases  where  existing  rente  are  lees  than  the  local  market  average  rent  for  non-luxury 
bousing.   It  is  estimated  that  this  measure  would  affect  two-thirds  of  the  62  5,000  new 
construction/substantial  rehabilitation  (BC/SR)  units  and  132,000  Moderate  Rehabilitation  unite 
that  are  currently  under  payment.  Fiscal  year  1995  outlays  savings  are  estimated  at 

$110  million. 

5.  Refinance  High  Cost  Section  8  Debt  on  Bew  Construction/Substantial  Rehabilitation 
Pro -tacts.  This  proposal  calls  for  the  refinancing  of  all  FHA  insured  mortgages  originated  under 
the  MC/SR  program  that  bear  interest  rates  of  10  percent  or  higher.   It  is  estimated  that  these 
mortgages  could  be  refinanced  at  8  percent  resulting  in  a  savings  of  $2  million  in  1995. 

6.  T.tmtf  Ruction  8  Hew  Construction/Substantial  Rehabilitation  Rents  to  the  FMR  for 
Renewals .   This  measure  would  limit  the  rent  applied  to  Bew  Construction  and  Substantial 
Rehabilitation  contract  renewals  to  the  existing  local  FMR.  Subsidies  for  20-year  new 
construction  contracts  cost  $200  more  per  month  than  a  Section  8  Certificate.  This  proposal 
would  limit  renewal  of  these  contracts  after  20  years  to  the  cost  of  a  certificate.  Fiscal  year 
1995  savings  are  expected  to  be  $2  million. 

7.  Eliminate  subsidy  for  LMSA  Onlts  as  they  •Turnover.*  This  measure  aims  to  reduce 
Section  8  subsidies  by  eliminating  the  subsidy  for  Loan  Management  units  when  they  are  vacated. 
Congress  in  1987  began  requiring  BOD  to  renew  all  contracts  as  project-based  assistance 
regardless  of  whether  the  project  needs  additional  assistance  to  maintain  financial  stability  or 
is  providing  housing  of  such  low  quality  that  it  should  no  longer  receive  assistance.  This 
project-based  rental  assistance  should  not  automatically  and  indefinitely  be  continued. 
Department  research  suggests  that  some  projects  receiving  LMSA  could  survive  without  it;  some 
other  continue  to  be  physically  or  financially  distressed— and  fall  to  provide  decent,  safe,  and 
sanitary  housing — even  after  receiving  substantial  assistance.  In  such  casea,  BUD  will 
discontinue  additional  LMSA  assistance  when  a  family  moves.  Outlay  aavlngs  are  estimated  at 
$55  million  for  fiscal  year  1995. 

8.  Reduce  AAF  Rent  Increases  for  'Stayers.-  Based  on  the  rationale  that  operating 
costs  are  leas  if  tenant  turnover  is  less,  this  proposal  would  limit  the  rent  increase  for 
Section  6  housing  subject  to  an  AAF  to  the  full  inflation  adjustment  minus  one  percentage  point 
In  those  cases  where  the  tenant  stays  in  the  same  unit  for  1  year.  This  includes  Section  202/811 
projects.  Savings  are  estimated  at  $77  million  for  fiscal  year  1995. 

9.  Reduce  the  FMR  from  the  4Sth  to  the  40th  Percentile  of  Local  Market  Rent.   This 
proposal  would  change,  by  regulation,  calculation  of  FMR  used  for  the  Section  8  program,  from  the 
40th  percentile  of  local  rents  for  standard  quality,  unsubeidized  units  occupied  by  recent 
movers,  to  the  40th  percentile.   On  a  national  average  basis,  this  will  reduce  FMRs  by  about 

3  percent.   FMRs  are  an  upper  limit  on  rents  that  can  be  charged  in  the  Section  8  certificate 
program,  and  on  payment  standards  that  can  be  approved  by  PBAS  operating  the  Section  8  voucher 
program.  FMRs  are  also  used  as  a  limit  on  rents  and  as  a  measure  of  affordability  in  other 
programs.   This  proposed  change  would  affect  families  joining  the  certificate  and  voucher 
programs,  and  also  families  that  move  from  one  unit  to  another.   (A  related  reform  (item  4., 
above)  would  implement  the  change  for  families  who  remain  in  the  center  cities  of  many 
metropolitan  areas.   BOD  will  carefully  monitor  and  expand  as  appropriate  the  use  of  locality 
exception  FMRs  to  assure  family  access  to  the  entire  housing  market.  The  savings  from  this 
proposal  are  expected  to  be  $29  million  for  fiscal  year  1995. 
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10.  Mew  Prefsrence  for  Working  rami Ilea.   This  proposal  would  encourage  PBAa  and 
private  owners  to  offer  a  preference,  within  the  existing  Federal  preference,  to  families  who 
derive  income  from  earnings.   This  encourages  families  to  make  a  transition  from  reliance  on 
public  assistance  income  to  working  status,  supporting  the  Administration's  welfare  reform 
agenda.   Increasing  the  number  of  working  families  provides  better  role  models  and  allows  for 
greater  income  mixing  in  assisted  projects.   The  higher  incomes  associated  with  wage  income  tends 
to  reduce  subsidy  requirements  by  Increasing  actual  tenant  contribution.   It  is  projected  that 
this  measure  would  reduce  aasisted  housing  outlays  by  $77.4  million  in  1995. 

11.  Decouple  PHA  fees  from  the  FMRs.   The  Department  proposes  to  change  the  way 
ongoing  fees  are  paid  to  Public  Bousing  Agencies  (Indian  Bousing  Authorities)  for  the  cost  of 
administering  the  Section  8  Certificates  and  Voucher  programs.   The  current  system  of  Section  8 
fees  is  unnecessarily  complex.   It  has  three  different  rate  structures  and  sets  fees  based  on 
each  year's  Pair  Market  Rents  (PMRs)  which  means  they  are  tied  to  changes  in  FMRs.   Rents  are 
subject  to  market  forces  that  can  produce  sudden  increases  or  decreases  in  PMRs  and 
administrative  fees. 

under  the  new  proposal,  PBAa  would  receive  an  ongoing  fee  for  each  month  for  which 
a  dwelling  unit  is  covered  by  a  housing  assistance  payments  (HAP)  contract.   This  fee  would  be 
7.65  percent  of  a  HUD-determined  base  amount  for  the  first  1,000  units,  and  7  percent  of  the  base 
for  any  additional  units.   HUD  would  publish  these  fee  percentage  in  the  Federal  Register.   Under 
this  new  PHA  fee  system,  PBAs  would  be  no  longer  face  the  possibility  of  sudden  decreases  in 
administrative  budgets.   The  cost  savings  from  this  proposal  is  expected  to  be  $87  million  in 
outlays  for  fiscal  year  1995. 

This  new  proposal  will  have  a  different  impact  on  small  PBAs  vs.  large  PBAs. 
Small  PBAs  in  non-metro  areas  tend  to  have  the  lowest  FMRs  and  have  little  margin  above  their 
costs  under  the  current  system.   Research  conducted  by  the  Office  of  Policy  Development  and 
Research  indicates  that  housing  costs  (and  PMRs)  are  more  variable  than  wages  and  non-housing 
costs,  and  that  areas  with  unusually  high  or  low  FMRs  receive  relatively  high  or  low  levels  of 
administrative  funding  relative  to  local  wage  and  other  non-housing  costs.   This  inequity  is 
addressed  by  placing  "caps"  and  "floors"  on  the  calculation  of  the  initial  fee  base. 

Small  programs  appear  to  have  difficulties  with  current  administrative  fee  levels, 
partly  because  they  are  unable  to  achieve  the  economies  of  scale  possible  in  larger  PBAa.  Under 
the  new  system,  small  PBAs  would  tend  to  receive  higher  fees,  and  may  also  choose  to  consolidate 
to  further  increase  efficiency. 

As  a  group,  large  PHAs  will  get  somewhat  less  in  administrative  fees  under  this 
proposal  than  they  do  under  the  status  quo,  because  their  FMRs  have  tended  to  be  higher  than 
those  of  the  non-metro  PBAs  and  because  the  new  fee  structure  will  respond  to  the  potential 
economies  of  scale  known  to  exist  in  large  programs. 

2.    CHARGES  FROM  1993  ESTIMATES  IHCLUDBD  III  1994  BUDGET 

The  difference  between  1993  estimates  included  in  the  1994  Budget  and  actual  activity 
during  fiacal  year  1993  are  as  followsi 

Gross  Reservations.   The  1993  Appropriations  Act  (P.X..  102-389)  made  available 
$9.2  billion.   This  Included  $8.9  new  authority,  the  reuse  of  $244.3  million  in  recaptures  and 
transfer  of  $42.9  million  from  other  accounts. 

The  1994  Budget  assumed  a  reservation  level  of  $10.5  billion  in  1993.   This  included — 
in  addition  to  the  $9.2  billion  provided  in  the  1993  Appropriations  Act — $1.5  billion  in  unused 
1992  carryover,  another  $10  million  of  estimated  FAF  recapturea,  a  $283  million  reduction  in 
Preservation  funding  due  to  unrealized  recaptures,  transfer  of  $32  million  from  FBMA  and  transfer 
of  $11.2  million  to  the  Section  202  Loan  Fund. 

A  total  of  $8.8  billion  and  71,656  units  were  reserved  during  1993  as  compared  to  the 
budget  estimate  of  $10.5  billion  and  111,630  units.   The  actual  recaptures  were  $606.4  million 
instead  of  $254.3  million.   This  waa  largely  due  to  $203  million  of  Section  202  recaptures  being 
mistakenly  reacinded  by  the  Department  during  1992.   This  accounting  error  was  corrected  in  1993. 
In  addition,  there  was  a  transfer  of  an  additional  $151  million  from  FBMA  which  had  not  occurred 
at  the  time  the  fiscal  year  1994  Budget  was  prepared. 
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3.   CHAHQBS  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  was  based  on  a  request  of  $8.7  billion,  Including  $6.4  billion  in  new 
authority  and  reuse  of  $242.7  million  in  recaptures.  The  level  of  funding  requested  was  expected 
to  support  98,942  units,  including  59,413  incremental  units. 

1.   1994  PROGRAM 

The  funding  level  for  1994  has  been  revised  to  reflect!  the  carryover  of  2.2  billion 
in  unreserved  funds  from  1993,  $242.7  million  in  recaptures,  and  Emergency  Supplemental 
Appropriation  action  making  available  a  net  of  $125  million  in  the  Annual  Contributions  account. 

A.  Revision  to  the  Carryover.  At  the  time  1994  Appropriations  were  enacted,  the 
amount  of  unobligated  funding  to  be  brought  forward  from  1993  was  not  known.  The  1994  program 
levels  now  reflect  the  availability  of  $2.2  billion  of  unreserved  prior-year  funds. 

B.  Revision  to  Recaptures.  The  fiscal  year  1994  Appropriations  Act  (P.L.  103-124) 
restored  the  use  of  $203  million  in  Section  202  recaptures.   In  addition,  $161.6  million  in 
Section  8  recaptures  were  realised  at  the  end  of  the  fiscal  year  and  therefore,  have  carried  over 
into  fiscal  year  1994  (both  amounts  are  reflected  in  the  carryover  figure). 

C.  Emergency  Supplemental  Appropriation  Action  (P.L.  103-2111  This  supplemental 
action  provided  an  additional  $25  million  for  Public  Bousing  Modernisation  and  $200  million  for 
Incremental  Rental  Assistance  to  provide  disaster  assistance.  The  supplemental  appropriation 
also  rescinded  $75  million  of  funds  provided  for  preservation  activities  and  $25  million  from 
Section  8  amendments. 

2.   REVISED  PROGRAM  LEVEL 

As  a  result  of  these  actions,  a  total  of  $11,885.7  million  of  budget  authority  is 
available  for  1994,  which  is  expected  to  support  approximately  160,601  unit  reservations.  The 
net  effect  of  the  carryovers,  recaptures  and  supplemental  action  is  an  increase  of  61,659  units. 

The  following  table  presents  the  Impact  of  these  actions  on  the  amount  of  authority 
available  and  the  number  of  unite  supported  in  1994. 


594 


I     5J 


|S8!3 


«'"='N  2?i  2 


L  r".  ~1  ^  *"l '  <H 

_  ^  «J  O  I  00 

ado>'6w  VinKl  oo 

i 


0>  r*< 


5.  *H'  <*i 


i  G>'  o     >o     © 


3f 

o.i 


§  a"      !  a" 


0 

»a 


z  z  z  z  z  zi  z 


ZZZZZZZlZ 


ii 


"4  -.  -*- 


*        Its'!* 


<■  <■  -c 

zzPi 


z  z  &  ^  2  s 

k  |  k  s  « 

O1   ©      «      IT 


Z  ZZ  ZZ  Zi  z 


I  ZZ  ZZ  ZZi 


is 


to  3 


oil  5 


c  o  0  «  v-,  x  i  — 
ao  »  o  n'N  n!:-I  v-T 


«i2<jO<<<l<o 

*i"z«ZZZlas 


D-10 


595 


)—  v-.  ©  o  o  *-!  —  Qv~.  Sw^r^Oi 

i  *.  *.  *.  *  0.0*  oo  ©  o>„  o  o  ^  *  — 

i  vT  r-"  f*i  ef  o*"  ci  *©  t-^  m"  ©C  r*f  rj"  o* 

w->-*        ©  ©  r->        rg  ts  — >  o>  v^  o 


?  5 


2     ffi 


~~        ^ 


0.2 
3 


lllll 


a   is 


in 

3 

SB 


Z  Z  8  Z  Z  Z  3  rS  I 


i  «N  —  —  r-  r- 


P«  (n  Q*  «  oc  CO 
\o  m  25  rq  o  r*> 
tr^  *©  ■*  o  r-  r-  >e 


<<§<<<PS8f:pSS<<<<Sa8?S<<<| 


fl 


— <  < 


izzzzzzzz 


s  r-  cJ 


i^    c 


eg      «l 
5  *     5 


5       o  o 

»-         CM  CM  , 


<SS<<<<<<<<-£i<<<<'"iP02S<<<lS    < 


1  N  5  k  •  £ 


D-U 


596 


The  following  table  compares  the  units  and  funding  requested  for  1994  in  the  1994  Budget  with  the  units  and 
funding  appropriated  plus  the  carryover,  and  the  amounts  proposed  for  1994  in  the  1995  Budget. 


FISCAL  YEAR  1994  ESTIMATES 


IN  1994 

BUDGET 


Reservation  (Units) 

Public  Housing 4.800 

Indian  Housing 2,725 

Elderly/Disabled 6.400 

Incremental  Rental  Assistance 41,338 

Vouchers 

Certificates 

Preservation 33,330 

Other 1°J$*S 

Total 98,942 

Use  of  Budget  Authority: 

Section  8  and  Other: 

Elderty/Disabled 840,074 

Incremental  Rental  Assistance 1,375,518 

Vouchers 

Certificates 

Preservation 599,559 

Moving  to  Opportunity 51,350 

Foster  Child  Care 77,401 

Housing  for  Persons  with  AIDS 102,700 

Family  Investment  Centers 25,675 

Amendments 1,269,097 

Other __55?£?2 

Subtotal 4,823,647 

Public  and  Indian  Housing: 

Public  Housing 400,000 

Public  Housing  Service  Coordinators 

Indian  Housing 257,320 

Modernization 3,100,000 

Lease  Adjustments 22,451 

Amendments _  62,262 

Subtotal 3.842,033 

Special  Purpose  Grants ... 

Total 8,665,680 


1994  APPROPRIATION 

IN  1995 

CARRYOVER/RECAPTURES 

BUDGET  a/ 

(DOLLARS  IN  THOUSANDS) 

7,963 

7,963 

2,785 

2,785 

12,368 

12,368 

41,133 

41,032 

7,175 

7,175 

777 

777 

66.610 

63.201 

20,069 

25.300 

158,880 


160,601 


1,632,016 

1,632,015 

1,376,865 

1,576,865 

239,774 

239,774 

25,958 

25,958 

1,081,666 

1 ,006,666 

[221 .250] 

[217,450] 

152.496 

152,496 

166,001 

166,001 

100,675 

100,675 

1,026,798 

991,798 

1,136,987 

1.146,986 

6,939,236 

7,039,234 

678,149 

678,150 

30.000 

30,000 

263,001 

263,001 

3,532.071 

3,557,069 

35,891 

35,891 

64,762 

64,762 

4.603,874 

4,628,873 

217,639 

217.639 

11,760,749 

11.885,746 

a/  Includes  Emergency  Supplemental  (P.L  103-211). 
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EXPLANATION  OF  INCREASES  AMD  DECREASES 


1.  Reservations .   Total  reservations  under  the  subsidized  housing  programs  are  projected  to 
decrease  from  the  160,601  units  currently  estimated  for  1994  to  87,857  units  in  1995,  a  decrease 
of  72,744  units.   Incremental  activity  is  proposed  at  79,428  units  for  1995  compared  with  81,954 
now  estimated  for  1994.   The  major  contributing  factor  is  that  the  units  for  fiscal  year  1994 
reflect  the  impact  of  the  $2.2  billion  carryover  from  1993  into  1994. 

2.  Budget  Authority.   The  budget  authority  available  under  the  Annual  Contributions  account 
decreased  by  $2.4  billion  from  fiscal  year  1994.   Slightly  more  of  new  budget  authority  is 
♦requested  for  1995  than  was  enacted  for  1994 — $9.47  billion  compared  with  $9.44  billion.  The 
majority  of  the  decrease  results  from  $2.2  billion  of  carryover  funding  being  included  in  the 
1994  amounts  available.   No  carryover  is  projected  into  1995.   Additionally,  $242  million  in 
recaptures  are  included  in  1994  amounts  and  none  are  projected  in  199S. 

PROGRAM  DESCRIPTION 

The  O.S.  Bousing  Act  of  1937,  as  amended,  provides  for  the  development  and  operation  of  low- 
income  Public  and  Indian  Bousing  programs  by  PBAs  and  IHAs.   The  "Annual  Contributions  for 
Assisted  Bousing"  appropriation  currently  provides  funding  for  Public  and  Indian  Bousing 
development  activities,  Section  23  Leased  Bousing  contract  adjustments,  modernization,  and 
resident  management  assistance  activities.   Since  1993,  PBA/IBA  Technical  Assistance  activities 
also  has  been  funded  from  the  Modernization  Program.   Two  new  initiatives  for  1994  include  Public 
Bousing  Development  Technical  Assistance  and  Public  Bousing  Service  Coordinators.   A  separate 
section  of  these  justifications  discusses  the  Public  and  Indian  Bousing  Modernization  Program 
(including  resident  management  assistance  and  PBA/IBA  technical  assistance). 

Since  the  start  of  1987,  new  reservations  for  development  (including  contract  amendments), 
major  reconstruction,  and  modernization  have  been  funded  on  a  capital  cost  basis  directly  from 
the  Annual  Contributions  account.   For  reservations  recorded  prior  to  1987,  development  and 
modernization  capital  costs  were  financed  with  20-to  40-year  Federal  commitments  from  this 
account  to  provide  annual  debt  service  payments  to  amortize i   (1)  direct  Federal  loans  made  with 
Treasury  borrowings,  (2)  bonds  and  notes  sold  in  the  tax-exempt  private  market,  and  (3) 
obligations  sold  to  the  Federal  Financing  Bank  (FFB).   Necessary  debt  service  payments  continue 
to  be  made  for  those  reservations  that  have  permanent  financing  from  tax-exempt  bonds  or  FFB 
instruments  issued  for  PBA/IBA-owned  housing  until  the  bonds  and  the  FFB  obligations  reach 
maturity  consistent  with  the  Annual  Contributions  Contracts  (ACCs)  that  the  Department  entered 
into  with  the  respective  PBAs/IBAs. 

For  development  and  modernization  projects  funded  through  1986,  direct  Federal  loans  were 
made  available  to  PBAs/IBAs  for  the  planning  and  development/modernization  of  dwelling  units  as 
explained  in  the  "Low-Rent  Public  Bousing — Assistance  to  PBAs/IBAs*  section  of  these 
Justifications.   These  loans  are  written-off  each  year  and  subsequently  forgiven  upon 
completion  of  the  development  and  modernization  in  accordance  with  the  provisions  of  the 
■Consolidated  Omnibus  Budget  Reconciliation  Act"  (P.L.  99-272).   As  a  result,  debt  service  annual 
contributions  approved  for  payment  by  BUD  on  behalf  of  PBAs/IBAs  for  direct  Federal  loans  no 
longer  are  required.   This  permits  the  related  "Annual  Contributions"  budget  authority  to  be 
recaptured  and  rescinded  annually. 

A  description  follows  of  each  program  included  in  this  section  of  the  Justifications. 

I.   PUBLIC  AND  INDIAN  BOUSING  DEVELOPMENT 

1.   Public  Bousing  Development.   To  develop  Public  Bousing  units,  a  PBA  must  acquire 
existing  housing  (which  may  or  may  not  require  rehabilitation)  unless  new  construction  is 
determined  to  be  less  costly  or  a  certification  is  submitted  by  the  PBA  indicating  that  there  is 
insufficient  existing  housing  that  may  be  acquired  in  the  neighborhood.   Projects  may  be 
developed  under  several  methods,  including:   conventional  construction,  turnkey,  acquisition,  or 
major  reconstruction  of  obsolete  Public  Bousing  projects. 
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2.  Public  Housing  Service  Coordinators.   This  program  provides  funds  to  employ 
individuals  to  coordinate  the  provision  of  supportive  services  for  elderly  and  disabled  resident 
families.   Within  the  targeted  elderly  population,  particular  focus  will  be  given  to  those  who 
are  frail,  or  handicapped  residents  of  the  project  in  order  to  enable  them  to  promote 
independence  and  forestall  placement  in  nursing  homes  or  institutions.   The  services  provided  may 
include  meal  services,  housekeeping  and  chore  assistance,  personal  care,  laundry,  transportation 
services,  personal  emergency  response  system,  non-medical  counseling,  safety,  socialization 
activities,  case  management,  mental  health  services,  and  health-related  services. 

3.  Indian  Housing  Development  .   The  Indian  Bousing  Development  program  is  similar  to 
the  Public  Bousing  development  program.   However,  the  Indian  Housing  program  is  administered 
separately  due  to  different  conditions  and  problems  in  Indian/Alaska  Native  areas  as  reflected  by 
the  Indian  Housing  Act  of  1988  (P.L.  100-358)  which  provides  separate  authorizing  legislation  for 
the  program. 

4.  Section  23  Leased  Housing  Adjustments.   Annual  adjustments  to  contracts  approved 
under  the  old  Section  23  Leased  Bousing  program  generally  represent  additional  subsidies  to 
offset  increases  in  the  cost  of  project  operations.   The  funds  also  are  used  to  provide  interim 
transition  assistance  for  projects  that  are  being  converted  to  the  Section  8  Bousing  Assistance 
Payments  program.   Because  of  lease  terms  and  contract  provisions,  conversions  frequently  do  not 
involve  all  of  the  units  in  a  project  simultaneously  and  the  funds  are  used  to  subsidize  the 
units  that  remain  under  Section  23  contracts  during  the  "phase-out"  period. 

5.  Public  and  Indian  Housing  Amendments.   Public  Housing  and  Indian  Bousing  Contract 
Amendments  are  provided  to  amend  Annual  Contributions  Contracts  for  Public  Bousing  Agency  and 
Indian  Bousing  Authority  units  under  development  which  require  additional  funds  to  reach 
construction  start,  to  correct  design  and/or  construction  deficiencies,  or  provide  for  subsequent 
adjustments  in  funding  requirements.   This  funding  reflects  a  commitment  to  carry  through  to 
completion  those  Public  and  Indian  Housing  projects  in  the  development  pipelines  reserved  prior 
to  fiscal  year  1995  that  are  expected  to  remain  cost  feasible  and  viable. 

II.   SECTION  8  HOUSING  ASSISTANCE  PAYMENTS  PROGRAM 

The  Section  8  program  was  authorized  by  the  United  States  Bousing  Act  of  1937,  as 
amended,  and  since  1975  has  been  the  major  BUD  program  for  providing  Federally  assisted  rental 
housing.   The  primary  focus  of  the  Section  8  programs  over  the  last  decade  has  been  the  rental 
certificate  and  rental  voucher  programs  that  provide  tenant-based  rental  assistance  and  that  rely 
on  the  availability  of  moderately  priced  existing  housing  in  the  private  rental  market.   The 
rental  certificate  and  rental  voucher  programs  are  similar  and  for  this  reason  the  Department  is 
proposing  a  legislative  proposal  to  combine  both  programs  into  a  single  tenant-based  rental 
assistance  program  for  very  low- income  families  and  elderly  households. 

A.   Section  8  Rental  Certificate  and  Rental  Voucher.   The  Bousing  and  Community 
Development  Act  of  1974  authorized  the  rental  certificate  program.   The  Bousing  and  Community 
Development  (HCD)  Act  of  1987  (P.L.  100-242)  authorized  a  permanent  rental  voucher  program. 
Under  these  programs,  a  family  determined  eligible  by  the  local  PHA  is  given  a  certificate  of 
family  participation  or  a  rental  voucher  and  the  family  may  seek  a  suitable  dwelling  unit  in  the 
market  or  choose  to  remain  in  its  present  dwelling  unit  provided  the  unit  meets  program 
requirements.   Upon  meeting  program ■ requirements  pertaining  to  housing  quality  and  rent,  the 
owner  and  family  sign  a  lease  subject  to  the  approval  of  the  PBA.   A  housing  assistance  payments 
contract  is  then  executed  between  the  PBA  and  the  owner  which  provides  that  the  owner  receive  a 
monthly  payment  from  the  PBA.   The  family  may  move  to  a  different  housing  unit  and  keep  its 
assistance,  as  long  as  the  unit  meets  program  requirements. 

The  Section  8  rental  certificate  and  rental  voucher  programs  have  the  following 
features i 

1.   Pamilv  Eligibility.   Initial  eligibility  is  generally  limited  to  families  with 
incomes  at  or  below  50  percent  of  area  median  family  income.   There  are  exceptions  to  this  rule 
which  generally  cover  low  income  households  previously  assisted  under  the  US  Bousing  Act  of  1937. 
Preference  is  given  to  families  which,  at  the  time  they  are  seeking  assistance,  axe  homeless  or 
occupy  substandard  housing,  are  involuntarily  displaced,  or  are  paying  more  than  SO  percent  of 
their  income  for  shelter. 
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2.  Family  Subsidy.   The  subsidy  a  family  receives  under  the  rental  voucher 
program  is  the  difference  between  a  PHA  established  payment  standard  and  30  percent  of  a  family'B 
adjusted  household  income.   PHAs  may  adjust  the  payment  standard  on  an  annual  basis.   In  the 
rental  certificate  program  the  subsidy  i6  generally  the  difference  between  the  total  rent  plus 
the  cost  of  utilities  and  30  percent  of  a  family's  adjusted  household  income. 

3.  Fair  Market  Rents.   Fair  Market  Rents  (FMRs)  are  established  by  HUD  for  each 
major  housing  market  in  the  Nation.   These  FMRs  are  a  ceiling  on  the  maximum  amount  that  can  be 
paid  to  rent  a  unit  under  the  rental  certificate  program  and  include  the  cost  of  all  utilities 
except  telephone.   FMRs  are  updated  annually  and,  as  required  by  the  HCD  Act  of  1987,  are 
effective  October  1  of  each  year.   FMRs  are  based  on  rents  for  modeBt  units  with  a  specified 
number  of  bedrooms  in  the  market  area,  generally  a  metropolitan  area  or  non-metropolitan  county 
group,  and  are  set  at  the  45th  percentile.   In  the  rental  certificate  program,  a  family  may  rent 
a  unit   above  the  FMR  but  the  family's  subsidy  is  not  increased  and  the  family  must  pay  the 
additional  amount. 

4.  Payment  Standard.   The  rental  voucher  payment  standard  may  not  exceed  the 
Section  8  existing  housing  FMR.   A  family  is  permitted  to  rent  above  the  payment  standard,  but 
does  not  receive  additional  subsidy.   Similarly,  families  may  rent  below  the  payment  standard  and 
would  be  able  to  keep  the  difference  between  the  payment  standard  and  their  rent  as  long  as  they 
pay  for  housing  at  least  10  percent  of  gross  unadjusted  income  for  housing. 

5.  Portability.   The  HCD  Act  of  1987  contained  a  portability  provision  which 
allowB  a  family  with  either  a  rental  certificate  or  rental  voucher  to  move  anywhere  within  the 
same  metropolitan  statistical  area  or  a  contiguous  metropolitan  statistical  area  to  the 
metropolitan  area  where  the  issuing  PHA  is  located.   The  National  Affordable  Housing  Act  of  1990 
extended  the  portability  of  rental  certificates  and  rental  vouchers  to  allow  families  to  move 
anywhere  within  the  State  within  which  the  issuing  PHA  is  located. 

6 .  Rent  Reasonableness.   In  order  to  be  approved  by  the  PHA,  the  total  rents 
(including  the  cost  of  utilities)  are  required  to  be  determined  reasonable  in  comparison  with 
rents  charged  for  comparable  units  in  the  private  unassisted  market. 

7.  Program  Administration.  The  two  programs  are  administered  by  PHAs.  PHAs  are 
responsible  for  day-to-day  program  administration  such  as  determinations  of  family  eligibility, 
ongoing  oversight  activities,  conducting  annual  and  special  inspection  of  units  to  determine  if 
they  meet  minimum  housing  quality  standards,  and  negotiating  rents  with  owners. 

8.  Administrative  Fees.   Since  the  rental  certificate  program  started  in  197S, 
HUD  has  reimbursed  PHAs  using  a  two-part  fee  system.   Each  time  a  new  funding  increment  is 
provided  to  the  PHA,  HUD  reimburses  the  PHA  for  its  initial  start-up  costs  through  a  preliminary 
fee.   Most  of  the  reimbursements  received  by  the  PHA,  however,  are  paid  under  the  ongoing  fee, 
which  is  based  on  a  percentage  of  the  two-bedroom  FMR  used  for  the  Section  8  rental  certificate 
program. 

For  the  first  10  years  of  the  rental  certificate  program,  the  administrative 
fees  paid  to  PHAs  were  based  on  a  preliminary  fee  of  $2  7  5  and  an  ongoing  fee  of  8.5  percent  of 
the  two-bedroom  FMR.   In  March  1985,  HUD  reduced  the  preliminary  fee  to  $250  and  the  percent  for 
ongoing  fees  to  7.65  percent.   In  March  1985,  the  first  fee  schedule  for  rental  vouchers  was 
announced  and  provided  $215  for  preliminary  feeB  and  6.5  percent  for  the  ongoing  fees.   (At  the 
time,  it  was  thought  that  administrative  costs  for  rental  vouchers  would  be  less  than  for  rental 
certificates,  but  recent  research  has  indicated  that  the  changes  is  legislation  to  make  the 
rental  voucher  program  more  like  the  certificate  program  has  made  the  costs  virtually  the  same.) 

The  HCD  Act  of  1987  required  HUD  to  increase  the  preliminary  fee  for  both 
programs  to  S275  and  to  increase  the  ongoing  fee  to  8.2  percent  of  the  two-bedroom  FMR.   However, 
no  funds  were  appropriated  for  the  additional  fee  amounts  in  fiscal  year  1988,  and  the  fee  system 
remained  unchanged.   For  1989  through  1993,  additional  fundB  were  appropriated  for  the  higher 
fees,  but  only  for  newly  appropriated  incremental  units,  (i.e.,  not  for  the  almost  one  million 
units  already  under  contract).   Thus,  there  are  essentially  three  fee  systems  operating  at  the 
present  time,  with  ongoing  fee  reimbursements  based  oni   6.5  percent  of  FMR  for  non-incremental 
rental  vouchers,  7.65  percent  for  non-incremental  rental  certificates,  and  8.2  percent  for 
incremental  rental  certificates  and  rental  vouchers. 
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The  Department  proposes  to  change  the  way  ongoing  fees  are  paid  to  PHAs  for 
the  cost  of  administering  the  Section  8  rental  certificate  and  rental  voucher  programs.   The 
current  Section  8  fee  system  is  unnecessarily  complex.   It  has  three  different  rate  structures 
and  uses  the  current  PHP.  for  purposes  of  calculating  the  amount  paid  to  the  PHA.   Rents  are 
subject  to  market  forces  that  can  produce  sudden  Increases  or  decreases  in  FMRs.   PHAs  have 
argued  that  the  level  of  FMRs  does  not  accurately  measure  salary  cost  and  market  changes  that 
affect  rents  rarely  have  the  same  impact  on  salaries;  hence  administrative  fees  should  not  be 
based  on  FMRs. 

Under  the  new  proposal,  PHAs  would  receive  an  ongoing  fee  for  each  month  for 
which  a  dwelling  unit  is  covered  by  a  housing  assistance  payments  contract.   The  initial  fee 
would  be  calculated  using  7.6S  percent  of  a  BTJD-determined  base  amount  for  the  first  1,000  units, 
and  7  percent  of  the  base  amount  for  any  additional  units.   Subsequent  adjustments  would  be  based 
on  another  index  that  would  more  appropriately  measure  changes  in  PHA  cost  of  program 
administration.   HUD  would  publish  these  monthly  fee  amounts  in  the  Federal  Register  annually. 
Under  this  new  PHA  fee  system,  PHAs  would  no  longer  face  the  possibility  of  sudden  decreases  in 
reimbursements  for  administrative  expenses.   The  cost  savings  from  this  proposal  is  expected  to 
be  $87  million  in  outlays  for  fiscal  year  199S. 

j.   project-based  assistance.   PHAs  may  choose  to  provide  project-based  assistance 
for  rehabilitation  and  newly  constructed  housing  up  to  15  percent  of  the  rental  certificates 
administered  by  the  PHA.   However,  the  Cranston-Gonzalez  Rational  Affordable  Bousing  Act  contains 
a  provision  permitting  the  15  percent  limitation  on  project-based  assistance  to  be  increased  by 
an  additional  15  percent  when  used  for  projects  assisted  under  a  State  program  that  permits  the 
owner  to  prepay  the  mortgage,  in  order  to  provide  incentive  for  the  owner  to  preserve  the  project 
for  the  occupancy  of  low  Income  families. 

B.  Conversion  of  Section  23  Leased  Housing.   Conversion  of  a  families  assistance  from 
Section  23  to  the  Section  8  program  is  accomplished,  when  an  owner's  lease  with  the  PHA  expires, 
by  giving  an  existing  family  a  rental  certificate  so  that  the  family  can  continue  receiving 
assistance  either  in  the  same  unit  or  another  unit.   Funding  for  the  conversion  is  provided  by 
transferring  the  Section  2  3  assistance  amount  to  the  Section  8  program  and  supplementing  this 
amount  with  additional  Section  8  authority  as  needed  to  provide  for  the  total  cost. 

C.  Section  8  Amendments.   Amendments  are  provided  under  the  rental  certificate  and 
moderate  rehabilitation  programs  to  provide  Section  8  contract  and  budget  authority  increases  to 
PHA  to  support  increases  in  Section  8  payments  due  to  rent  Increases  and  decreases  in  family 
incomes. 

Project  reserve  amendments  provide  Section  8  contract  and  budget  authority 
increases  to  projects  which  have  new  Construction,  substantial  Rehabilitation,  or  Loan  Management 
Set-asides  Section  8  contracts,  or  have  Property  Disposition  Section  8  assistance  where  the  sales 
closing  occurred  more  than  2  years  earlier  than  the  amendment  period.   Bousing  Finance 
Development  Agency  and  Farmers  Homes  Administration  Section  8  contracts  are  Included. 

Property  Disposition  amendments  are  used  to  reconcile  the  HAP  contract  by  making 
adjustments  to  the  Section  8  assistance  when  the  project  is  sold,  or  shortly  thereafter  (at  the 
commencement  of  the  Section  8  HAP  contract). 

D.  Rental  Certificate  and  Rental  Voucher  Program  Merger  Proposal.   In  fiscal  year 
1995,  legislation  is  proposed  to  establish  a  merged  Section  8  rental  certificate  and  rental 
voucher  program  under  a  revised  section  8(o)  of  the  U.S.  Housing  Act  of  1937.   The  merged  program 
would  use  section  8(o)  rather  than  8(d)  as  the  starting  point  because  the  rental  voucher  program 
legislation  is  more  recent  and  covers  a  number  of  areas  of  program  administration  that  had  arisen 
since  the  rental  certificate  legislation  was  first  enacted  in  1974.   Section  8(d)  would  be 
retained  since  it  will  continue  to  apply  to  other  section  8  housing  programs.   The  project-based 
rental  certificate  (PBC)  program  would  be  moved  from  section  8(d)(2)  to  section  8(o)(13).   This 
merger  proposal  would  also  make  necessary  conforming  and  technical  changes  and  repeal  obsolete 
and  unnecessary  provisions.   Highlights  of  the  new  rental  certificate  program  includei 
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1.  Authorization  and  Payment  Standards.   Section  8(o)(l)  would  provide 
authorization  for  BUD  to  provide  assistance  under  the  new  merged  program.   The  merged  program 
includes  the  best  features  of  both  the  rental  certificate  and  rental  voucher  programs.   The 
existing  provision  in  section  8(0) (1)  was  amended  to  make  explicit  that  the  payment  standard 
could  not  exceed  the  section  8  existing  housing  FMR  or,  in  a  sub-market  area,  120  percent  of  the 
FMR.   HUD  could  require  a  PHA  to  submit  proposed  payment  standard  for  approval.   This  would  give 
HUD  a  tool  to  assure  that  PHAs  do  not  set  payment  standards  too  high  or  too  low. 

HUD  is  concerned  that  some  PHAs  may  set  artificially  low  payment  standards 
which  do  not  reflect  local  rents  and  that  low  income  program  participants  would  be  forced  to  pay 
excessive  rent  burdens.   Accordingly,  HUD  intends  to  closely  monitor  rent  burdens  and  review  any 
payment  standard  that  results  in  more  than  50  percent  of  the  families  in  any  bedroom  size  paying 
more  than  30  percent  of  adjusted  income  for  rent.   HUD  could  require  PHAs  to  modify  the  payment 
standard  based  on  the  review  results.   Another  protection  against  excessive  rent  burdens  would  be 
the  requirement  that  families  cannot  pay  more  than  40  percent  of  adjusted  income  for  rent  when 
they  first  receive  assistance  or  move  to  a  new  unit. 

The  payment  standard  feature  would  allow  PHAs  to  establish  payment  standards 
below  the  HUD-established  FMRs  to  reflect  local  rents,  or  to  assist  more  families  by  providing  a 
shallower  subsidy.   PHAs  could  react  more  quickly  to  changing  real  estate  prices  than  is  possible 
under  the  current  FMR  system  for  the  rental  certificate  program.   PHAs  would  continue  to 
determine  that  total  rent  charged  by  the  owner,  including  utilities  furnished  by  the  family,  is 
reasonable  based  on  the  rents  of  comparable  unassisted  units. 

HUD  would  be  authorized  to  establish  a  process  to  review  and  approve  PHA  plans 
to  adopt  a  higher  payment  standard  for  a  designated  part  of  the  market  area,  such  as  for  a  higher 
cost  locality.   This  review  process  would  be  similar  to  the  process  now  used  by  HUD  in  reviewing 
and  approving  locality  exceptions  to  FMRs. 

2.  Rental  Assistance.   The  merged  program  would  establish  formulas  for 
determining  the  amount  of  the  rental  assistance  payment.   The  assistance  payment  where  the  rent 
does  not  exceed  the  payment  standard  would  be  the  difference  between  the  rent  and  the  family 
share  of  the  rent.   The  family  share  is  the  same  for  all  other  section  8  programs,  except  for  the 
rental  voucher  program.   Under  the  formula,  a  family  would  pay  the  highest  of  30  percent  of 
adjusted  income,  10  percent  of  gross  income,  and  welfare  rent.   Where  the  rent  exceeds  the 
payment  standard,  the  assistance  payment  would  be  the  difference  between  the  payment  standard  and 
the  family  share  of  rent.   This  means  that  the  family  would  be  responsible  for  paying  any  amount 
by  which  the  rent  exceeds  the  payment  standard. 

However,  the  total  amount  a  family  could  pay  towards  rent  at  the  time  it 
initially  receive  assistance  with  respect  to  any  one  unit  (that  is,  for  the  family's  first  unit 
under  the  program  and  whenever  a  family  moves  to  another  unit)  could  not  exceed  40  percent  of  itB 
adjusted  income.   Families  under  the  project-based  certificate  program  would  continue  to  pay  rent 
in  accordance  with  the  regular  section  8  rent  formula  under  section  3(a)(1),  and  assistance 
payments  for  the  family  would  continue  to  be  determined  in  accordance  with  section  8(c). 

The  housing  assistance  payment  for  the  merged  program  is  modeled  on  the 
subsidy  formula  for  the  current  rental  certificate  program  in  that  it  does  not  include  a  shopping 
incentive  for  families  who  rent  units  that  cost  less  than  the  payment  standard.   It  is  modeled 
after  the  current  rental  voucher  program  in  that  it  permits  any  family  who  chooses  to  do  so  to 
pay  more  than  30  percent  of  adjusted  income  for  units  renting  above  the  FMR. 

The  rental  voucher  payment  standard  approach  to  determining  whether  families 
can  choose  to  pay  more  than  30  percent  of  adjusted  income  is  being  proposed  because  it  allows 
increased  housing  choice,  and  in  particular  will  permit  families  to  move  to  neighborhoods  in 
which  there  are  better  job  and  educational  opportunities.   However,  the  merged  program  would 
include  new  features  that  are  being  proposed  to  provide  increased  family  protection  and  prevent 
rent  gouging  by  owners. 

3.  Eligibility.   Under  section  8(0) (4),  as  under  current  section  8(0) (3) (A),  very 
low-income  families  and  families  previously  assisted  under  the  1937  Act  could  receive  a 
certificate.   In  addition,  families  with  incomes  up  to  80  percent  of  the  median  income  for  the 
area  could  receive  assistance,  if  they  meet  eligibility  criteria  specified  by  HUD. 
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The  new  program  does  not  identify  specific  categories  of  low  income  families 
who  may  receive  assistance  if  their  income  is  above  50  percent  of  the  area  median  (but  no  more 
than  80  percent).  Stating  categories  of  low-income  families  in  the  law  is  too  restrictive  and 
cannot  cover  all  categories  of  low-income  families  that  should  be  included  since  that  list  will 
continue  to  change  over  time.  Providing  for  exceptions  specified  by  HUD  through  regulations 
would  allow  a  more  flexible  vehicle  for  granting  exceptions  to  appropriate  categories  of  low- 
income  families  without  legislative  change. 

4.  Preferences.   Section  8(o)(6)  would  adopt  the  Federal  preferences  now  in 
section  8(o)(3)(B).   However,  the  list  of  examples  of  local  preferences  permitted  for  up  to 
10  percent  of  the  tenant-based  assistance  and  30  percent  of  the  PBC  assistance  (or  a  higher 
percentage  if  HUD  determines  necessary)  would  delete  a  reference  to  families  accorded  a 
preference  under  section  8(u)(2)  (families  physically  displaced  or  having  an  excessive  rent 
burden  as  a  result  of  the  rental  rehabilitation  program),  since  funding  of  the  rental 
rehabilitation  program  has  been  discontinued.   PHAs  could  continue  to  choose  to  give  local 
preference  to  families  under  the  section  S33  program. 

Retention  of  the  current  program  provision  allowing  HOD  to  permit  PHAs  to 
apply  local  preferences  for  more  than  10  percent  of  the  assistance,  for  good  cause,  would  give 
PHAs  the  ability  to  address  pressing  local  concerns  in  exceptional  circumstances. 

5.  Inspections  for  HQS  Compliance.   Section  8(o)(7)  would  continue  the  current 
program  requirements  for  a  PKA  to  inspect  units  to  assure  they  meet  housing  quality  standards. 

6.  Vacancy  Payments.   Section  6(o)(8)  would  retain  the  current  provision  in 
section  8(o)(4)  that  if  a  family  vacates  a  unit,  no  assistance  payment  may  be  made  with  respect 
to  the  unit  after  the  month  during  which  the  family  vacated  the  unit,  with  one  amendment.   The 
reference  to  "expiration  of  the  lease  term"  would  be  removed  because  it  is  misleading.   Under 
section  8(o)(8),  the  owner  retains  the  housing  assistance  payment  for  the  month  in  which  the 
vacancy  occurs. 

7.  Repeal  of  S-vear  ACC  Term  Requirements.   The  first  sentence  of  section  8(o)(S) 
of  current  law  would  not  be  included.   That  section  includes  a  requirement  that  the  initial  term 
for  an  annual  contributions  contract  (ACC)  under  the  rental  voucher  program  must  be  5-yeare. 
There  is  no  such  limitation  for  the  rental  certificate  program,  and  no  reason  to  retain  it  here. 
HUD  intends  to  continue  Initial  and  renewal  funding  for  a  5-year  term,  but  may  require 
flexibility  to  provide  funding  for  a  shorter  term  for  leveling  out  of  the  program  funding 
increments . 

8.  Rent  Reasonableness.   Section  8(o)(ll)  would  apply  the  rent  reasonableness 
requirements  applicable  now  to  the  rental  certificate  and  rental  voucher  programs  to  the  merged 
program. 

9.  Transition  to  a  single  tenant-based  assistance  program.   The  transition  period 
for  merging  the  rental  certificate  and  rental  voucher  programs  will  require  careful  planning  and 
discussions  with  PHAs  and  other  interested  parties.   Accordingly,  the  regulations  would  be  issued 
after  notice  and  opportunity  for  public  comment.   The  amendments  made  by  HDD's  merger  proposal 
would  not  take  effect  until  a  date  specified  by  HUD  in  regulations  establishing  the  new  program 
or  in  a  notice  published  in  the  Federal  Register.   Considering  the  extensive  public  comment  HUD 
anticipates,  this  process  is  likely  to  take  some  time.   Even  after  the  regulations  go  into 
effect,  HUD  would  be  authorized  to  continue  to  apply  former  law  where  necessary  to  simplify 
program  administration  or  to  avoid  hardship  to  families  or  owners. 

HUD  would  provide  for  the  transition  of  assistance  under  the  current  rental 
certificate  and  rental  voucher  programs  to  the  new  rental  certificate  program.  A  premise 
underlying  future  appropriations  for  the  new  rental  certificate  program  will  be  that  amounts 
would  be  available  both  for  the  new  rental  certificate  program,  and  to  provide  funding  for  any 
necessary  amendments  needed  for  HUD's  existing  contractual  relationships.   The  legal  capacity  to 
manage  appropriations  flexibly  would  be  one  of  the  desirable  results  of  the  proposed  new  rental 
certificate  program. 
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H.   New  Construction,  Substantial  Rehabilitation,  and  Rental  Assistance  for  the 
Supportive  Housing  Programs.   The  Housing  Urban-Rural  Recovery  Act  of  1983  repealed  the  authority 
for  new  construction  and  substantial  rehabilitation  except  for  Section  202  (Housing  for  the 
Elderly  or  Handicapped).   The  1987  HCD  Act  revised  the  handicapped  portion  of  the  Section  202 
direct  loan  program  and  created  a  new  rental  subsidy  program,  Section  202(h),  to  be  used  in 
conjunction  with  the  loans.   The  Cranston-Gonzalez  National  Affordable  Housing  Act  (NAHA)  then 
created  a  Capital  Grants  program  (under  Section  202  for  the  elderly  and  Section  811  for  the 
disabled)  to  replace  direct  loans.   The  Act  also  replaced  the  Section  8  and  Section  202(h)  rental 
assistance  programs  with  a  new  Section  202  rental  assistance  program  to  be  used  in  conjunction 
with  Capital  Grants.   This  component  replaces  the  Section  8  for  the  elderly  and  Section  202(h) 
for  the  handicapped  rental  assistance  programs.   Rental  assistance  will  be  provided  for  newly 
constructed  or  substantially  rehabilitated  units.   Since  the  projects  will  be  financed  with  a 
grant,  the  rental  assistance  need  only  cover  operating  costs.   Tenants  will  pay  the  highest  of 
the  following  amounts i  30  percent  of  their  adjusted  income,  10  percent  of  their  gross  income,  or 
the  welfare  rent. 

F.  Rent  Comparability.   Consistent  with  the  HCD  Act  of  1987,  Section  8  New 
Construction  and  Substantial  Rehabilitation  programs  limit  the  annual  adjustment  of  contract 
rents  following  contract  execution  or  cost  certification.  An  adjustment  is  unacceptable  if  it 
generates  a  material  difference  between  rents  charged  to  assisted  units  and  those  charged  to 
unassisted  units  of  similar  quality  and  age  in  the  same  market  area,  unless  differences  already 
existed  at  the  time  of  contract  execution  or  cost  certification.   In  other  words,  while  the  rent 
on  the  subsidized  unit  may  be  higher  than  the  rent  on  the  given  assisted  or  unassisted  comparable 
unit  at  the  date  of  project  completion,  the  dollar  amount  of  this  initial  difference  should  not 
be  allowed  to  increase  over  time  based  upon  the  application  of  the  annual  adjustment  factor. 
Based  upon  reports  by  the  Department's  Inspector  General,  this  initial  difference  has  been 
increasing  in  substantial  numbers  of  Section  8  New  Construction  and  Substantial  Rehabilitation 
projects. 

The  1987  Housing  Act  also  included  a  prohibition  againBt  a  reduction  to  Section  8 
contract  rents,  effective  April  15,  1987,  for  new  substantial  rehabilitation  and  moderate 
rehabilitation  projects  except  in  cases  where  mortgage  refinancing  causes  a  reduction  to  the 
amount  of  debt  service  needed  to  service  the  mortgage.   In  those  cases,  the  Section  8  rents  can 
be  reduced  but  by  not  more  than  the  debt  service  reduction. 

The  Ninth  Circuit  Court  of  Appeals  rendered  an  opinion  on  rent  comparability  on 
June  6,  1988,  (Rainier  View  Associates)  which  found  the  "two  stage*  application  of  the 
Department's  rent  comparability  standards  to  be  incorrect.   This  error  was  the  result  of  a 
failure  to  apply  the  full  Annual  Automatic  Adjustment  Factors  (AAAFs).   The  Department  was 
ordered  to  pay  retroactive  and  prospective  payments  to  the  plaintiff  to  correct  the  Rainier  View 
inequities.   These  payments  were  made  in  fiscal  year  1989. 

Subsequently,  the  Department  of  Housing  and  Urban  Development  Reform  Act  of  1989 
was  enacted  on  December  IS,  1989.   The  Act  authorizes  the  Department  to  make  nationwide 
retroactive  payments  to  owners  of  projects  that  had  experienced  a  decrease,  or  insufficient 
inc  -ease,  in  rent  adjustments  because  of  a  faulty  application  of  the  Department's  rent 
comparability  standards. 

G.  Fair  Market  Rents.   The  initial  Section  8  contract  rents  are  based  on  the  Fair 
Market  Rent  (FMR)  limitations  established  for  each  major  housing  market  in  the  Nation.   These 
limits,  which  are  to  be  updated,  and  effective  October  1  of  each  year  pursuant  to  the  HCD  Act  of 
1987,  are  based  on  rents  for  various  sizes  and  types  of  housing  units  of  a  modest  nature  in  the 
chosen  market  area. 

H.   Program  Set-Asides.   As  specific  needs  and  problems  arose,  set-asides  were 
established  within  the  Section  8  program  to  address  these  situations.   Several  Section  8  program 
set-asides  follow. 
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1.  Pension  Fund  Program.   The  Pension  Fund  program  was  authorized  in  1993  and  1b 
included  under  the  Incremental  Rental  Assistance.   This  program  will  encourage  additional 
public/private  partnerships  and  tap  the  enormous  potential  for  solving  domestic  problems  by  the 
formation  of  such  alliances.   This  program  is  aimed  to  provide  additional  affordable  rental  units 
for  low-income  tenants.   Through  the  partnership,  such  rental  units  would  be  made  available  to 
support  programs  to  aid  homeless  families  and  assist  in  the  restoration  of  distressed  housing 
developments  in  conjunction  with  desegregation  efforts. 

2.  Property  Disposition.   The  Property  Disposition  Set-Aside  program  provides  for 
the  use  of  Section  6  housing  assistance  in  connection  with  the  sale  of  HUD-owned  properties  and 
sale  of  HUD-held  mortgages  at  foreclosure  in  order  to  increase  and  maintain  the  amount  of  housing 
affordable  by  lower-income  families,  to  minimize  displacement  of  tenants,  to  preserve  and 
revitalize  residential  neighborhoods,  and  to  dispose  of  projects  in  a  manner  consistent  with 
UUD's  disposition  objectives. 

3.  Loan  Management.   The  LMSA  program  provides  Housing  Assistance  Payments  on 
behalf  of  eligible  low-  and  moderate- income  families  in  projects  that  are  experiencing,  or  can  be 
expected  to  experience,  serious  financial  difficulties.   The  LMSA  program  provides  a  secure 
income  base  for  insured  projects  that  might  otherwise  default  and  cause  a  claim  to  be  made 
against  the  FHA  insurance  fund.   Section  8  LMSA  contracts  are  limited  to  5-year  terms. 

4.  Grants  for  Economic  Development  Centers.   Economic  Development  Centers  will  be 
established,  to  implement  Section  3  of  the  Housing  and  Urban  Development  Act  of  1968,  to  provide 
direct  and  indirect  service  necessary  to  link  public  housing  residents  with  public  and  private 
sector  jobs  generated  by  modernization  activities  and  other  HUD-asslsted  projects  within  the 
metropolitan  areas  in  which  the  public  housing  agencies  operate.   Grants  will  be  awarded 
competitively  to  public  housing  agencies  that  can  demonstrate  the  capacity  to  provide  employment 
development  skills  to  low-income  persons  and  to  coordinate  and  utilize  existing  public  and 
private  training,  employment  and  business  assistance  funds  and  services. 

5.  Metropolitan  Area-wide  Assisted  Housing  Program.   This  program  would  test  new 
ways  for  implementing  comprehensive  residential  choice  strategies  throughout  metropolitan  areas. 
Incentives  and  regulatory  changes  would  be  designed  which  will  encourage  desegregated  housing 
opportunities;  and  create  a  third  party,  nonprofit  organization  which  would  administer  tenant 
selection  and  assignment,  mobility  counseling,  and  HUD's  "affirmatively  furthering* 
responsibilities.   The  demonstration  would  Include  Section  8  rental  assistance.   In  addition,  it 
would  demonstrate  actions  which  might  assist  in  avoiding  or  settling  lawsuits  alleging 
discrimination  in  HDD's  programs  and  its  failure  to  'affirmatively  further*  fair  housing. 

1993-1995  PROGRAM 

The  attached  tables  provide  a  summary  of  gross  reservations  and  use  of  budget  authority  for 
fiscal  years  1993-1995  for  the  Annual  Contributions  programs i 
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Recaptures NA 

Section  202  Recaptures NA 

McKinney  FAF  Recaptures NA 

Rescission  ot  McKinney  Recaptures NA 

Reuse  of  Recaptures NA 

Use  ot  Carryover NA 

Transfer  of  Budget  Authority NA 

Reduction  in  New  Authority  due  to 

non  recapture  in  Sec.  236 NA 

Transfer  From  FEMA  (Disaster  Assistance) NA 

Transfer  to  Other  Accounts NA 

New  Authority NA 

Total  Available NA 

Public/Indian  Housing: 

Public  Housing 4.207  * 

Indian  Housing 2.803  * 

Amendments NA 

Lease  Adjustments NA 

Modernization NA 

Subtotal,  Public/Indian  Housing 7.010 

Section  8  and  Other: 

Section  202: 

Supportive  Housing  for  Elderly 9,170  * 

Service  Coordinators  (Elderly) NA 

Subtotal.  Elderly 9,170 

Section  81 1 : 

Supportive  Housing  for  Disabled 2,535  * 

Total.  Elderly/Disabled 11.705 

Vouchers: 

Incremental 13.705  * 

2-yr  Disaster  Vouchers 10.498  * 

Moving  to  Opportunity 368  * 

Subtotal.  Vouchers 24,571 

Certificates: 

Incremental  Certificates 17,254  ' 

P.H.  Replacement  (15-yr) 451 

Subtotal,  Certificates 17,705 

Housing  Opportunities  for  people  with  AIDS 799  ' 

Property  Disposition 1,138 

Loan  Management 7,199 

Housing  Demonstration,  Sec  304(e)(1) NA 

Special  Purpose  Grants NA 

Preservation/Homeownership 1.112 

Lead-Based  Paint  Demonstration NA 

Section  23  Conversions 417 

Amendments: 

Existing  Housing NA 

Project  Reserves NA 

Moderate  Rehab NA 

Property  Disposition NA 

Rainier  View  Requirements NA 

Subtotal.  Amendments NA 

Subtotal  Section  8  and  Other 64,646 

McKinney  FAF NA 

Total,  Annual  Contributions 71.656 

Carryover NA 

Incremental  Units  (*)  61.339 


Cost 

Term 

Budget 
Authority 

NA 
NA 
NA 

NA 

NA 
NA 
NA 
NA 

$397,933,212 

202.996.578 

10,995,176 

(5,497,588) 

NA 
NA 
NA 

NA 

NA 
NA 

606,427,378 

1,516,434,828 

42,934,000 

NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 

(283.000.000) 

183.000.C00 

(11.810,847) 

8,936,731,000 

10.990.716.359 

81.200 

91,905 

NA 

NA 

NA 

NA 
NA 
NA 
NA 
NA 

321.465,141 

257,609,949 

97,798,782 

13.908,387 

2.946.260.041 

NA 

NA 

3.637.042.300 

NA 

NA 

1.294,783,112 

NA 

NA 

2.539.539 
1,297.322,651 

NA 

NA 

346.173,889 
1.643.496.540 

6.716 

5 

513,565.152 

6.507 

5 

182.974,264 

6.716 

5 

6.756,500 
703,295,916 

6.716 

5 

574,450.520 

6,491 

15 

32,993,200 
607,443,720 

NA 

NA 

134,104,000 

6.047 

15 

96.286,415 

4,807 

5 

182,591,460 

NA 

NA 

4.007.380 

NA 

NA 

157.252,250 

NA 

NA 

79,421,093 

NA 

NA 

49,980,718 

3.960 

5 

9,332,175 

NA 

1 

518,056,039 

NA 

NA 

659,723,220 

NA 

10 

89,793,896 

NA 

NA 

2,616,649 

NA 

NA 

205.608,954 

NA 

NA 

1.475.798.758 

NA 

NA 

5.143,010.425 

NA 

NA 

5.497.588 

NA 

NA 

8.785.550.313 

NA 

NA 

2.205.166.046  a/ 

a/  Includes  $203  million  of  Section  202  recaptures. 
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ANNUAL  CONTRIBUTIONS  FOR  ASSISTED  HOUSING 
FY  1994  -  BUDGETARY  RESOURCES  a/ 


Term 


Budget 
Authority 


Recaptures 

Carryover 

Emergency  Supplemental  (PL.  103-211).. 

Rescission  (PL.  103-211) 

New  Authority 

Total  Available 


Public/Indian  Homing: 

Public  Housing. 

MROP 

P.H.  Service  Coordinators( Section  673).. 

Indian  Housing. 

Amendments 

Lease  Adjustments 

Modernization 

Subtotal.  Public/Indian 


Section  8  and  Other: 

Section  202  (Elderly): 

Capital  Grants 

Rental  Assistance. 

Section  202  (Elderly)  Carryover.. 
Subtotal.  Elderly 


Secion  811  (Disabled): 

Capital  Grants 

Rental  Assistance. 

Disabled  Carryover. 

Secion  202(h)  Amendments  (Carryover).. 
Subtotal.  Disabled 


Service  Coordinators  (Section  671  and  677).. 

Total.  Elderly/Disabled 

Service  Coordinators: 

Project-Based  (Section  674) 

Tenant-Based  (Section  675) 

Multifamily  (Section  676) 

Total,  Service  Coordinators 


Family  Self- Sufficiency  Coordinators 

Incremental  Rental  Assistance 

Moving  to  Opportunity 

Mobility  Counseling 

Pension  Fund  Partnership 

Disaster  Assistance 

Incremental  Vouchers 

Vouchers  (Relocation) 

Tenant-Based  Opt  Outs 

Incremental  Certificates 

Decentralization  of  Poverty 

Public  Housing  Relocation/Replacement 

Foster  Child  Care 

Family  Investment  Centers 

Moderate  Rehabilitation 

Moderate  Rehabilitation  (SRO) 

Litigation 

Property  Disposition 

Loan  Management 

Preservation 

Section  23  Conversions 

Hsg.  Opportunities  for  Persons  with  AIDS.. 

Lead- Based  Paint 

Section  8  Amendments 

Special  Purpose  Grants 


Subtotal,  Section  8  and  Other.. 

Total,  Annual  Contributions.... 

Incremental  Units  (*) 


NA 
NA 
NA 
NA 
NA 

BA 

6.708' 

1.255 

NA 

2.785  ' 

NA 

NA 

NA 

10,748 


[9282]  ' 
9.000' 
282' 
9282 

(3.086)  ' 

3.000' 

86' 

NA 

3,086 

NA 

12.368 

NA 
NA 
NA 
NA 

NA 
32339  • 
5,693' 

NA 

3,000* 

5,231  • 

6,971  • 

204 

900 

777* 

571  • 

2.784 

4,338* 

NA 

NA 

NA 

NA 

5325 

4,604 

63201 

374 

1,173  • 

NA 

NA 

NA 

149.853 
160,601 
81,954 


NA 
NA 
NA 
NA 
NA 


83333 
95.000 
NA 
94.429 
NA 
NA 
NA 


57374 

3340 

NA 


60,025 

3.457 

NA 


NA 
NA 
NA 

NA 

6,684 

7327 

NA 

NA 

NA 

6,684 

6,684 

6,684 

6,684 

6484 

6,684 

7,030 

NA 

NA 

NA 

NA 

6,948 

4,961 

NA 

3,960 

7,030 

NA 

NA 

NA 


NA 
NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 
NA 
NA 
NA 


NA 
20 
NA 


NA 

20 

NA 


NA 
NA 
NA 

NA 

5 

5 

NA 

15 

NA 

5 

5 

5 

5 

5 

5 

5 

NA 

NA 

NA 

NA 

15 

5 

NA 

5 

5 

NA 

NA 

NA 


J242.680.000 

2205,166,046 

225,000,000 

(100,000,000) 
9312.900.000 

11.885.746.046 


558,949361 
119,199,957 
29,999,989 
263,000,605 
64,762,140 
35391333 
3357.069370  b/ 
4,628,872,755 


520,999309 

637,000,000 

36376348 

1,194275357 


14,999,995 
4,999,998 
9.999.996 

29,999,989 

8399,997 

1,055,614319 

217,450,000 

3300,000 

100,000,000 

200,000,000 

232.955,442 

6318,765 

27,000,000 

25,957,793 

19,082.764 

93,033342 

152,496256 

100,674,991  b/ 

103,195 

22,400 

44,999,984 

554,999,839 

114222,444 

1,006,666282 

7395381 

166,000,909 

247,726,191 

991,7r>8229 

217338.750 


11385,746,046 


a/  Reflects  Emergency  Supplemental  action  (P.L  103-21 1). 

b/  Included  are  Section  8  recaptures  (  $55  million  for  Mod.  &  $50  million  for  Family 

Investment  Centers)  which  are  awaiting  approval  of  the  Department's  1994  Operating  Plan. 


D-22 


607 


ANNUAL  CONTRIBUTIONS  FOR  ASSISTED  HOUSING 
FY  1995  -  GROSS  RESERVATIONS 


New  Authority.. 


Public  Housing: 

Public  Housing  Development 

Public  Housing  Service  Coordinators.. 
Indian  Housing 

Lease  Adjustments 

Modernization 

Tenant  Opportunity  Program 

Technical  Assistance  &  Training 

Subtotal,  Public  Housing 

Section  8  and  Other: 

Elderly: 

Capital  Grants  -  Rental  Assistance 

Amends.  Service  Coordinators 


Budget 

Units 

Cost 

Term 

Authority 

NA 

NA 

NA 

$9,468,918,000 

1,754  * 

85,500 

NA 

150.000,000 

NA 

NA 

NA 

30,000,000 

2.715  * 

96.884 

NA 

263,000,000 

NA 

NA 

NA 

21,900.000 

NA 

NA 

NA 

2.786,000,000 

NA 

NA 

NA 

[85,000.000] 

NA 

NA 

NA 

[15,000,000] 

4,469  * 

3,250.900,000 

1.156 
NA 


Disabled: 

Capital  Grants  -  Rental  Assistance 

Total,  Elderly/Disabled 

Incremental  Rental  Assistance 

Pension  Fund 

Homeless  Assistance 

Disabled  Units 

P.H.  &  Housing  Relocation/Replace/Opt  Outs... 

Moving  to  Independence  Counseling 

Family  Investment  Centers 

Family  Self- Sufficiency  Coordinators 

Loan  Management 

Section  23  Conversions 

Housing  Opportunities  for  Persons  with  AIDS... 

Lead  -  Based  Paint 

Grants  For  Economic  Development 

Metropolitan  Area-wide  Assisted  Housing 
Program 

Amendments 

Subtotal,  Section  8  and  Other 

Total,  Annual  Contributions 

Incremental  (*) 


NA 
NA 


6.857 

6.857 

6,857 

6,857 

6,851 

NA 

NA 

NA 

5,160 

4.059 

NA 

NA 

NA 

NA 
NA 


NA 
NA 


5 

15 

5 

5 

5 

NA 

NA 

NA 

5 

5 

NA 

NA 

NA 

NA 

NA 


150,000.000 
16,300,000 

387,000,000 

553,300,000 

2,743.000,000 

[514.275,000] 

[514,275,000] 

[171,425,000] 

82,916,000 

149,100,000 

26,342.000 

17,300,000 

150,000,000 

3,960,000 

156.000.000 

100,000,000 

25,000,000 

9,000,000 
2,202,100,000 
6.218.018.000 
9.468,918,000 
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DEPARTMENT  OF  BOOSING  AND  URBAN-  DEVELOPMENT 
ASSISTANCE  FOR  THE  RENEWAL  OF  EXPIRING  SECTION  8  SUBSIDY  CONTRACTS 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DBCREASE  - 

1993 

1994 

1994 

1994 

1995 

1995  vb  1994 

(Dollars  in  Thousands) 


Appropriation  (Budget  Authority): 

Enacted  or  Proposed. .. .  $6,076,135  $5,558,106  $4,558,106  $4,556,106    $4,292,000   -$266,106 
Rescission 

(P.L.  103-211) NA  NA  -76,000  -76,000             NA      +76,000 

Advance  Appropriation 

(1993) 850,000  NA  NA  NA             NA            NA 

Advance  Appropriation 

(1994) [720,000]    720,000  720,000  720,000  NA    -720,000 

Advance  Appropriation 

(1995) NA  [800,000]  [800,000]   (800,000)  800,000     +800,000 

Advance  Appropriation 

(1996) NA  NA  NA    NA      (800,0001   f+800,0001 

Subtotal,  Enacted 6,926,135  6,278,106  5,202,106  5,202,106    5,092,000      30,266 

Carryover/Recovery 305,926  ^  ._„     30,266    ._lmL              30,266 

Total  Available 7,232,061  6,278,106  5,202,106  5,232,372     5,092,000     -140,372 

GroBS  Reservations 7,201,795  6,278,106  NA  5,232,372  5,092,000  -140,372 

Unit  Reservations 221,465  188,219  NA    188,219  140,141  -48,078 

Units  Under  Payment 750,093  944,809  NA    933,648  l,073,7e9  +140,141 

Budget  Outlays $2,531,804  $4,113,158  NA  $4,105,565  $4,997,357  +$891,792 

NOTE ■   The  Assistant  Secretary  for  Housing  administers  the  renewal  of  HUD-administered 

project-based  Section  8  contracts  and  the  Assistant  Secretary  for  Public  and  Indian 
Housing  administers  renewals  for  the  PKA-adminlstered  Vouchers,  Certificate  and 
Moderate  Rehabilitation  contract  expirations. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  Budget  continues  the  Department's  efforts  to  maintain  the  supply  of  affordable 
housing  through  the  renewal  of  expiring  Section  8  contracts.   An  appropriation  of 
$4.3  million  is  requested  in  1995  for  the  renewal  of  expiring  Section  8  contracts.   This,  along 
with  an  advance  appropriation  of  $800  million  provided  in  the  1994  Appropriations  Act,  will  make 
available  a  total  of  $5,092  million  to  renew  contracts  representing  140,141  units.   Further,  an 
advance  appropriation  of  $800  million  for  1996  is  requested  for  those  contracts  expected  to 
expire  during  October  1995.   This  will  eliminate  the  uncertainty  of  the  availability  of  funds  to 
renew  these  October  expirations. 

The  1995  request  includes  estimates  for  the  renewal  of  Moderate  Rehabilitation 
contracts.   In  keeping  with  the  Department's  policy  of  providing  tenant-based  subsidies  where 
possible,  the  Moderate  Rehabilitation  contracts  will  be  renewed  with  certificates.   In  the  event 
that  the  fiscal  year  1995  appropriation  1b  insufficient  to  cover  all  expiring  Section  8 
contracts,  language  is  proposed. which  will  allow  the  transfer  of  funds  from  the  Annual 
Contributions  appropriation  to  the  Contract  Renewal  appropriation.   In  addition,  the  proposed 
appropriation  language  does  not  contain  a  mandatory  length  of  time  for  which  contracts  must  be 
renewed.   Consequently,  if  necessary  contract  terms  can  be  adjusted  to  insure  sufficient  funds 
are  available  to  cover  all  expiring  contracts.   In  fiscal  year  1995,  the  Department  expects  to 
renew  contracts  for  5-year  term. 
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Assistance  for  the  Renewal  of  Expiring  Section  8  Subsidy  Contracts 

The  estimates  for  PIH-administered  renewals  for  fiscal  year  199S  are  based  on  tests  of  a 
statistical  sample  of  data  submitted  by  the  Field  Offices,  and  tests  concerning  the  completeness 
of  the  renewal  data.   The  Control  Files  Subsystem  (CFS)  provided  a  basis  for  the  universe  of 
contracts.   During  fiscal  year  1994,  the  Department  will  continue  to  monitor  the  Field  Office's 
verification  of  the  fiscal  year  1995  expiration  data. 

Based  on  the  most  recent  data,  the  following  table  provides  an  estimate  of  units  and 
budget  authority  by  program  type  for  the  fiscal  year  1995  request! 


FISCAL  YEAR  1995 


BUDGET 
QUITS  AUTHORITY 

(Dollars  in  Thousands) 


Housing  Administered i 

Loan  Management 

Property  Disposition.... 

Hew/Sub  Rehab 

PHA- Administered ■ 

Certificates 

Vouchers 

Moderate  Rehabilitation. 
Total 


17,968 
5,656 
1,098 

95,417 

18,502 

1.500 


$502,956 

158,311 

30,733 

3,646,000 

700,000 

54.000 


2.   CHAHGES  FROM  THE  1993  ESTIMATE  INCLUDED  IN  THE  1993  BUDGET 

The  fiscal  year  1993  Appropriations  Act  provided  $6.1  billion  and  the  fiscal  year  1992 
Appropriation  Act  included  $850  million  of  budget  authority  as  an  advance  appropriation  for  1993 
for  contract  renewals.   These  appropriated  funds  along  with  $305.9  million  carried  over  from 
fiscal  year  1992,  resulted  in  a  total  availability  of  $7,232.1  million  during  1993. 

The  actual  reservations  during  fiscal  year  1993  totaled  $7,201.8  million  of  budget 
authority.   The  remaining  unreserved  balance  of  $30.3  million  was  carried  over  into  1994. 
Reservation  activity  by  category  is  shown  on  the  following  tablet 


FISCAL  YEAR  1993 


Housing  Administered: 

Loan  Management 

Property  Disposition. 
PHA- Administered i 

Certificates 

Vouchers 

Total 


BUDGET 

UNITS 

(Dollars 

in 

AUTHORITY 
Thousands ) 

21,337 

$539,249 

651 

16,451 

136,023 

4,499,718 

63,453 

2,146,377 

221,464 

7,201,795 

3.   CHANGES  FROM  1994  BUDGET  ESTIMATES 


The  fiscal  year  1994  Budget  request  for  renewals  was  $5.6  billion  to  renew  expiring 
Section  8  contracts  for  5  years.   The  Congress  provided  funding  of  $4.6  billion  and  removed  the 
language  requiring  a  term  of  at  least  5  years.   In  order  to  fund  all  of  the  expiring  contracts, 
the  Department  is  funding  the  1994  expirations  for  4  years  (except  for  those  funded  through  the 
1993  advance  appropriation  of  $720  million,  which  were  renewed  for  5  years).   The  Secretary  has 
the  authority  to  transfer,  if  needed,  funds  from  the  Annual  Contributions  for  Assisted  Housing 
account  to  the  renewal  account.   Approximately  $1  billion  is  included  within  the  1995  request  for 
Annual  Contributions  (amendment  category)  which  will  be  used  to  extend  these  4-year  contracts  by 
one  year  upon  expiration,  thus  maintaining  the  5-year  renewal  cycle. 

The  1994  Emergency  Supplemental  Appropriations  Act  (P.L.  103-211)  rescinded  $76  million 
of  budget  authority  from  the  account. 
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Assistance  for  the  Renewal  of  Expiring  Section  8  Subsidy  Contracts 


The  following  table  highlights  the  current  estimates  of  the  use  of  available  funds  for  unit 
and  cost  renewals  by  program  type: 

FISCAL  YEAR  1994 


Housing  Administered i 

Loan  Management 

Property  Disposition 

New/Sub  Rehab 

PHA-Adminiateredt 

Certificates 

Vouchers 

Moderate  Rehabilitation.. 
Total 


TOTAL 

UNITS 

APPROPRIATION 

(Dollars 

CARRYOVER         RESCISSION 

in  Thousands) 

BUDGET  AUTHORIT 

17,842 

$424,325 

$24,271 

($6,110) 

$442,486 

2,517 

59,853 

3,424 

(862) 

62,415 

1,316 

33,084 

(476) 

32,608 

106,567 

3,028,120 

658 

(43,602) 

2,985,176 

56,165 

1,606,398 

1,913 

(23,131) 

1,585,180 

3.812 

126,326 

(1,819) 

124,507 

188,219 

5,278,106 

30,266 

(76,000) 

5,232,372 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  decrease  in  budget  authority  requested  in  1995  reflects  a  reduced  number  of  units 

expiring  in  fiscal  year  199S  compared  to  fiscal  year  1994.   During  fiscal  year  1995,  a  total  of 

140,141  units  are  estimated  to  require  new  contracts  compared  to  188,219  in  units  in  fiscal  year 
1994. 


Fiscal  year  1995  estimates  also  include  an  increase  in  outlays  from  fiscal  year  1994. 
fiscal  year  1995,  it  is  estimated  that  $5,007.1  million  in  outlays  will  occur  compared  to  a 
fiscal  year  1994  estimate  of  $4,110.9  million. 


In 


The  increase  in  estimated  outlays  in  fiscal  year  1995  represents  additional  units  that  will 
be  under  payment  in  the  Contract  Renewal  account  in  fiscal  year  1995. 

PROGRAM  DESCRIPTION 


In  the  fiscal  year  1990  Appropriations  Act  (P.L.  101-144),  Congress  created  a  separate 
account  to  fund  the  renewal  of  expiring  Section  8  contracts.   In  accordance  with  the  1990,  1991 
and  1992  Appropriations  Acts,  contracts  are  renewed  for  a  5-year  period  and  the  assistance  is 
provided  "in-kind.-   That  is,  contracts  are  renewed  with  the  same  type  of  assistance  contract 
that  existed  previously,  such  as  new  construction,  moderate  rehabilitation,  loan  management, 
certificate  or  voucher  contracts.   In  1994,  however,  the  Department  plans  to  renew  expiring 
moderate  rehabilitation  contracts  with  certificates.   The  fiscal  years  1993  and  1994 
appropriations  acts  also  provided  for  advance  funding  of  contracts  that  expire  through  October  of 
the  following  fiscal  year.   In  that  vein,  a  fiscal  year  1995  estimate  of  $800  million  is  included 
for  expirations  through  October  1995. 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

HOUSING 

FLEXIBLE  SUBSIDY  FUND 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

1995  vs  1994 

156 

166 

$120 

396 

$128 

492 

+$8,094 

156 

168 

14 
7 

532 

840 

120 

398 

+5,866 
-7,840 

10 

441 

9 

222 

9 

545 

+323 

79 

980 

67 

589 

68 

947 

+1,358 

65 

747 

35 

747 

SO 

000 

+14,253 

156 

168 

120 

398 

128 

492 

+8,094 

159 

553 

49 

672 

10 

201 

-39,471 

KA 

100 

000 

HA 

-100,000 

(Dollars  in  Thousands) 
Program  Levels!  (Regular  Program) 

Projects  Assisted 65 

Reservations $59,997 

Obligations 113,483 

Financing 

Unreserved  balance,  SOY 57,384 

Other  funds  available  (net)....  8,936 
Transfers  from  the  Rental 

Housing  Assistance  Fund 67,060 

Recoveries 757 

Appropriations /Budget 

Authority -66 ,  300 

Total 67,837 

Budget  Outlays 9,091 

Program  Levels i  Earthquake  Supplemental 

Budget  Authority NA 

Outlays NA        NA    50,000      50,000 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  Department  requests  an  appropriation  of  $50  million  in  1995.   The  estimated 
appropriation  and  the  traditional  sources  of  funding  for  Flexible  Subsidy,  which  include 
$68.9  million  of  excess  rental  collections  and  $9.5  million  of  interest  income  from  the 
investment  portfolio,  will  fund  a  total  of  $128.5  million  in  reservations.   This  level  of  funding 
will  support  an  estimated  139  projects  in  1995. 

The  Department  views  adequate  Flexible  Subsidy  funding  as  an  essential  component  in  its 
overall  approach  to  dealing  with  the  growing  inventory  of  assigned  and  acquired  multifamily 
properties.   Flexible  Subsidy,  LMSA,  and  Section  8  Property  Disposition  funding  provide  the 
program  tools  necessary  to  bring  the  multifamily  inventory  problems  under  control. 

Increased  funding  requested  for  Flexible  Subsidy  in  1994  and  the  outyears  signifies  the 
Department '8  determination  to  address  pressing  physical  and  operating  requirements  of  aging  low 
and  moderate  income  housing  stock.   PDSR'e  Capital  Needs  assessment' identified  a  $1.2  billion 
unfunded  backlog  of  physical  needs  in  stressed  or  distressed  multifamily  housing.   Attacking  this 
problem  through  adequate  Flexible  Subsidy  funding  will  help  to  avoid  future  multifamily  claims. 
Pursuant  to  the  Housing  and  Community  Development  Act  of  1992,  projects  with  Federal  insurance- 
in-force  have  priority  for  Flexible  Subsidy  assistance,  and  priority  will  be  given  to  Secretary- 
held  projects  over  non-insured  projects  in  order  to  prevent  foreclosures  and  additions  to  the 
inventory  of  acquired  properties. 
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2.  CHANGES  FROM  1993  INCLUDED  IH  THE  1994  BUDGET 

The  1994  Budget  estimated  the  reservation  of  $121  million  in  Flexible  Subsidy  assistance 
to  support  72  projects  during  1993.   Actual  reservations  of  $60  million  will  support  65  projects. 

In  the  1994  Budget,  it  was  assumed  that  $121  million  would  be  available  for  the 
program — to  be  comprised  primarily  of  $57  million  of  unreserved  carryover  balances,  net  transfers 
of  $53.5  million  and  $10  million  of  other  income.   Instead,  only  $67  million  was  transferred  into 
the  account  and  $8.9  million  of  other  Income  was  realized.   However,  $66.3  million  of  budget 
authority  was  unavailable,  because  $55.5  million  was  transferred  to  other  accounts  (Annual 
Contributions,  FHA  Funds  and  HOME)  and  $10.8  million  was  rescinded  pursuant  to  appropriations 
acts. 

3.  CHARGES  FROM  1994  BUDGET  ESTIMATES 

Regular  Program.   A  program  level  of  $120.4  million  for  the  Flexible  Subsidy  program  is 
estimated  for  1994  under  the  regular  Flexible  Subsidy  program.   Bstimated  transfers  from  the 
Rental  Housing  Assistance  fund  of  $67.6  million,  other  income  of  $9.2  million,  uncommitted 
unobligated  balances  of  $7.8  million  and  enacted  appropriations  of  $35.7  million  will  provide 
resources  to  fund  130  projects  in  1994. 

The  $120.4  million  program  level  estimated  for  1994  is  approximately  $28  million  less 
than  projected  in  the  1994  Budget.   This  shortfall  is  essentially  the  result  of  the  fact  that 
actual  appropriations  for  the  year  were  $30  million  below  the  request.   An  appropriation  of 
$65.7  million  was  requested  for  1994,  but  only  $35.7  million  was  enacted. 

Earthquake  Supplemental.   On  February  12,  1994  the  Emergency  Supplemental  Appropriations 
Act  (P.L.  103-211)  was  enacted  to  provide  relief  for  thousand  of  victims  of  the  Northridge 
Earthquake  in  Southern  California.   The  Act  provided  $100  million  under  the  Flexible  Subsidy 
heading . 

Recognizing  the  catastrophic  nature  of  this  disaster,  Congress  adopted  liberal  waiver 
language  enabling  HDD  to  respond  quickly  and  effectively  to  relief  needs  on  a  case-by-case  basis. 

The  need  for  this  flexibility  is  becoming  increasingly  apparent  as  the  damage 
assessments  are  being  reported  in  greater  detail.   As  of  February  25,  1994,  HDD  Los  Angeles  staff 
report  there  were  11,100  multifamily  structures  with  221,300  units  damaged.   Eligibility  for  this 
emergency  Flexible  Subsidy  assistance  is  extended  to  cover  FHA-insured  projects  and  projects  that 
have  a  Section  312  Rehabilitation  Loan  or  receive  Section  8  assistance.   The  current  estimate  of 
the  number  of  projects  which  will  receive  Flexible  Subsidy  earthquake  assistance  is  190, 
containing  more  than  16,000  units,  which  represents  most  of  those  which  are  eligible. 

The  following  examples  indicate  how  the  Flexible  Subsidy  waiver  language  will  be  usedi 

1.  Expand  eligible  properties  to  iicludei 

•  All  FHA-insured,  HDD-held,  and  Section  202  projects  not  currently  covered. 

2.  Expand  eligible  activities  to  includei 

•  partial  demolition; 

e  replacement  of  housing  units; 

•  major  reconstruction  and  substantial  rehabilitation; 

•  rent  losses  and  assistance; 

•  temporary  on-site  staff;  and 

•  extraordinary  costs  associated  with  earthquake  damage  and  recovery. 
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3.   Permit  waiver  of  current  program  regulatory  and  statutory  requirements i   (Citations 
are  to  parts  of  Title  24  of  the  Code  of  Federal  Regulations) 

•  eligibility  requirements  (219.105  and  219.110); 

•  local  government  consultation  requirements  (219.120); 

•  amount  of  operating  assistance  (219.205); 

•  operating  assistance  payment  and  repayment  requirements  (219.220); 

•  owner  capital  contribution  requirements  (219.205  and  219.305); 

•  amount  of  capital  improvement  loans  (219.305); 

•  capital  improvement  loan  eligible  activities  and  requirements  (219.305); 

•  capital  improvement  loan  terms  and  conditions  (219.310); 

•  application  requirements  (219.210  and  219.310); 

•  Impact  on  rental  rates  and  rent  increase  approvals  (219.310  and  219.325); 

•  priorities  for  funding  (219.330);  and 

•  prohibition  against  future  participation  in  LIHPRHA  Preservation  Program 

EXPLANATION  OF  INCREASES  AND  DECREASES 

During  1995,  a  total  reservation  level  of  $128.5  million  is  expected  to  fund  139  projects. 
A  proposed  appropriation  of  $50  million,  and  estimates  of  $68.9  million  transferred  from  the 
Rental  Housing  Assistance  Fund,  and  $9.5  million  of  Flexible  Subsidy  Fund  income  make  up  the 
total  resources  expected  to  be  available  in  1995. 

PROGRAM  DESCRIPTION 

The  Flexible  Subsidy  Fund  was  initially  authorized  by  the  Housing  and  Community  Development 
Amendments  of  1978,  subsequently  amended  by  the  Housing  and  Community  Development  (BCD)  Act  of 
1967,  and  further  amended  by  the  HcKinney  Homeless  Assistance  Amendments  Act  of  1988.   The  HCD 
Amendments  of  1987  established  the  Flexible  Subsidy  Fund  into  which  repaid  funds  would  be 
credited  along  with  any  transfer  from  the  Rental  Housing  Assistance  Fund.   The  1988  Act  requires 
the  use  of  Flexible  Subsidy  funds  for  major  capital  improvements.   The  Act  requires  that  not  less 
than  $30  million  or  40  percent  (whichever  is  less)  of  the  amounts  available  for  Flexible  Subsidy 
be  used  for  capital  improvement  loans,  to  the  extent  there  are  approvable  applications. 

The  projects  eligible  for  Flexible  Subsidy  assistance  originally  included  those  assisted 
under  the  Section  236  interest  reduction  program,  the  Section  221(d)(5)  below  market  interest 
rate  program,  and  the  Section  101  rent  supplement  program.   Eligibility  was  expanded  in  1983  to 
include  projects  converted  from  Section  236  or  Section  101  to  assistance  under  Section  8  of  the 
1937  Housing  Act;  and  in  1987  to  include  certain  projects  which  had  received  Section  202  loans 
for  elderly  or  handicapped  housing,  and  projects  assisted  under  Section  23  of  the  1937  Act  (as  in 
effect  prior  to  1975). 

Projects  under  Sections  236,  221(d)(5),  101,  and  202  which  are  acquired  and  subsequently 
sold  by  HOD  with  mortgage  insurance  and  af fordability  restrictions  also  remain  eligible  for 
Flexible  Subsidy  assistance. 

The  objectives  of  the  Flexible  Subsidy  program  are  toi   (1)  reduce  claims  on  the 
i  Department's  mortgage  insurance  funds  by  aiding  projects  in  financial  distress  where  existing 
.  sources  of  financial  relief  are  inadequate  to  cure  the  projects'  problems,  and  (2)  preserve  and 
;  protect  the  existing  supply  of  low-  and  moderate-income  housing  by  upgrading  the  quality  of 

management  services  and  effecting  short-term  improvements  which  will  enable  projects  to  become 
I  self-sustaining  and  remain  affordable. 

I      Assistance  for  capital  improvements  authorized  by  the  HCD  Act  of  1987,  includes  major  repair 
or  replacement  of  capital  items  in  eligible  projects,  including  repairs  or  replacements  which 
occur  as  a  result  of  inadequate  project  maintenance.   Project  owners  receiving  loan  assistance 
i  under  this  program  will  be  expected  to  contribute  at  least  20  percent  of  the  cost  of  the 
i  improvements  unless  the  Secretary  determines  that  a  contribution  of  this  magnitude  is  not 
financially  feasible  for  the  project.   Interest  charges  on  the  loans  (including  any  allowance  for 
administrative  cost  and  probable  loss)  will  be  limited  to  between  3  percent  and  6  percent.   To 
:  minimize  rent  increases  attributable  to  the  added  loan  debt  service,  the  Secretary  may  provide 

Section  8  subsidy  (if  available);  reduce  the  capital  improvement  loan  rate  to  not  less  than 
I  1  percent;  Increase  the  loan  term  to  the  remainder  of  the  first  mortgage  term;  or  increase  owner 
contributions  up  to  30  percent  of  cost. 
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Capital  Needs  Assessment 

Section  204(c)(1)  of  the  HUD  Reform  Act  of  1989,  directed  the  Secretary  to  conduct  a 
"Capital  Assessment  Study"  of  multifamily  housing  that  is  assisted,  insured,  or  held  under 
Sections  236  or  221(d)(5)  of  the  National  Housing  Act,  as  well  as  projects  insured  under 
Section  221  (d)(3)  that  receive  Rent  Supplement  or  Section  8  assistance.   The  purpose  of  this 
study  was  to  determine i 

"physical  renovation  needs  of  the  Nation's  Federally  assisted  multifamily  housing 
inventory  that  is  distressed  and  to  estimate  the  cost  of  correcting  deficiencies  and 
subsequently  maintaining  the  inventory  in  adequate  physical  condition." 

In  November  1992,  the  Department  released  a  broader  "Capital  Heeds  Assessment"  in  compliance 
with  the  statutory  requirement.   This  assessment  also  presents  the  capital  needs  of  properties 
with  mortgages  insured  under  nearly  all  of  the  Department's  program  for  multifamily  rental 
housing.   It  findi  that  approximately  5,000  insured  projects  (586,000  units)  are  classified  as 
distressed  or  stressed  properties  with  SI. 3  billion  in  backlogged  physical  needs.   The 
$1.3  billion  in  backlogs  includes  $1.2  billion  in  unfunded  backlogs,  which  are  not  covered  by 
reserves  and  residual  receipts.   Projects  whose  cash  flows  are  insufficient  to  amortize  this 
unfunded  backlog  by  up  to  $250  per  unit  per  year  are  considered  Stressed;  those  with  an 
insufficiency  greater  than  $250  per  unit  are  categorized  as  Distressed. 

About  two-thirds  of  this  unfunded  backlog  was  in  the  assisted  category  specified  in  the  HUD 
Reform  Act  for  the  Capital  Assessment  Study,  which  includes  a  substantial  part  of  the  class  of 
projects  eligible  fcr  Flexible  Subsidy  assistance.   This  is  highlighted  on  the  following  table 
summarizing  the  chpxtil  needs  of  the  distressed  multifamily  housing  inventoryi 

Total 
Distressed      Stressed     Distressed 
Properties     Properties    t  Stressed 

HUD-ABslBted  Projects  under  Section 
236.221(d)(5)  BMIR,  or  221(d)(3)! 

Number  of  properties 

Number  of  Units  (2  bdr.  equivalents).. 

Total  Backlog  of  Physical  Needs 

Unfunded  Backlog  of  Physical  Needs.... 

All  Other  HUD-Assisted  Insured  Projects 

Number  of  Properties 

Number  of  Units  (2  bdr.  equivalents).. 

Total  Backlog  of  Physical  Needs 

Unfunded  Backlog  of  Physical  Needs.... 

Unassisted  HUD- Insured  and  -Held  Multifamily 
Rental  Housing  Stock i 

Number  of  Properties 

Number  of  Units  (2  bdr.  equivalents).. 

Total  Backlog  of  Physical  Needs 

Unfunded  Backlog  of  Physical  Needs.... 

Total  HUD-Insured  and-Held  Multifamily  Rental  HouBinq 
Stock   a/ i 

Number  of  Properties 

Number  of  Units  (2  bdr.  equivalents).. 

Total  Backlog  of  Physical  Needs 

Unfunded  Backlog  of  Physical  Needs.... 


1,646 

1,266 

2,912 

159,297 

136,804 

296,101 

$619 

$256 

$875 

564 

21S 

779 

612 

228 

840 

69,938 

25,858 

95,796 

$167 

$36 

$203 

144 

32 

176 

910 

322 

1,232 

153,123 

40,851 

193,974 

$203 

$46 

$249 

190 

39 

229 

3,168 

1,816 

4,984 

382,358 

203,513 

585,871 

$989 

$338 

$1,327 

898 

286 

1,184 

a/ 


Includes  total  assisted  and  unassisted,  insured  multifamily  properties  which  are 
distressed  or  stressed. 


Source ■   Physical  Inspection  and  financial  data  from  HUD  MIPS  and  Field  Offices. 
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PROGRAM  FINANCING 

The  statue  of  available  funds  in  the  account  follows i 

FOOT)  STATPS 


Unobligated  balance  available,  start  of  year. 

Administrative  commitments,  start  of  year.... 

Total  unobligated  balances,  start  of  year... 

Appropriation/Budget  Authority 

Excess  rental  collections  transferred  from 

Rental  Housing  Assistance  Fund 

Recovery  of  prior  year  obligations 

Interest  and  other  income 

Obligations 

Unobligated  balance  available,  end  of  year... 
Administrative  commitments,  end  of  year 

Total  unobligated  balances,  end  of  year 


ACTUAL 
1993 


$57,384 
168.497 
225,861 

-66,300 

67,060 

278 

8,936 

-113,483 

7,840 

114,532 

122,372 


Summary  of  Administrative  Commitments 


ACTUAL 
1993 


ESTIMATE 

ESTIMATE 

1994 

1995 

(Dollars 

in  Thousands 

$7,840 

114,532 

120,398 

122,372 

120,398 

35,747 

50,000 

67,589 

68,947 

9,222 

9,545 

-114.532 

-120,398 

120,398 

128,492 

120,398 

128,492 

ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 


Administrative  commitments,  start  of  year. 

Reservations  ( gross ) 

Recovery  of  prior  year  reservations 

Obligations 

Administrative  commitments,  end  of  year... 


$168,497 

59,997 

-479 

-113,483 

114,532 


$114,532 
120,398 


-114,532 
120,398 


120,398 
128,492 


■120,398 
128,492 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
HOUSING 
NATIONAL  HOMEOHNERSHIP  TRUST 
PROGRAM  HIGHLIGHTS 


Program  Level 

Grant  obligations. 


Budget  Authority 
Appropriation. . 


ACTUAL 
1993 

BUDGET 

ESTIMATE 

1994 

CURRENT 

ESTIMATE  ESTIMATE 
1994       1995 

INCI 
DECI 
1995 

(EASE  ♦ 
(EASE  - 
vs  1994 

(Doll 

are  in  Thousands) 

HA 

NA 

NA  $100,000 

NA 

NA 

NA 

NA   100,000 

NA 

NA 

NA 

NA     2,000 

NA 

Budget  Outlays 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  Of  BUDGET  REQUEST 

An  appropriation  of  $100  million  is  requested  for  fiscal  year  1995  for  the  National 
Homeownership  Trust  Demonstration  program.   Additional  authorizing  legislation  will  be  required 
to  extend  the  program  since,  under  current  legislation,  the  Trust  is  to  terminate  on 
September  30,  1994. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

Although  the  program  was  authorized  in  fiscal  year  1991,  no  funding  has  been  appropriated 
for  the  National  Homeownership  Trust  thus  far. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

No  funding  was  requested  in  the  1994  Budget  for  this  initiative  and  the  1994 
Appropriations  Act  provided  no  funding  for  the  program. 

PROGRAM  DESCRIPTION 

The  National  Homeownership  Trust  demonstration  program  was  authorized  by  Title  III  of  the 
CranBton-Gonzalez  National  Affordable  Housing  Act.   Section  182  of  the  Housing  and  Community 
Development  Act  of  1992  amended  the  Trust's  authorization  to  allow  Trust  assistance  to  be  used  in 
conjunction  with  Mortgage  Revenue  Bonds  and  extended  the  authorization  for  the  program  to 
September  30,  1994.   The  Department  is  requesting  additional  authorizing  legislation  to  further 
extend  the  program. 

The  program  will  be  funded  by  direct  appropriations  pursuant  to  both  the  Cranston-Gonzalez 
National  Affordable  Housing  Act  and  the  Housing  and  Community  Development  Act  of  1992.   The 
Housing  and  Community  Development  Act  of  1992  authorized  $520.7  million  for  fiscal  year  1993  and 
$542.5  million  for  fiscal  year  1994.   However,  no  funds  were  appropriated.   Authorization  will  be 
needed  for  fiscal  year  1995  for  the  requested  $100  million. 

Type  of  ABBlBtance.   The  Trust  is  authorized  to  provide  assistance  payments  for  first-time 
homebuyers  as  follows t 

(1)  Interest  Rate  Buvdowns.   Homebuyers  interest  payments  will  be  bought  down  so  that  the 
interest  payable  doos  not  exceed  6  percent. 

(2)  Downpavment  Assistance.   Payments  will  be  made  to  assist  with  downpaymenta ,  including 
closing  costs  and  other  costs  payable  at  the  time  of  closing.   The  homebuyer  must  pay  not  less 
than  1  percent  of  the  cost  of  the  acquisition  of  the  property  (excluding  any  mortgage  insurance 
premium  paid  at  the  time  the  mortgage  1b  insured). 
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(3)  Second  Mortgage  Assistance.   Assistance  payments  to  provide  loans  (secured  by  second 
mortgages)  with  deferred  payment  of  principal  and  interest. 

(4)  Revolving  loan  Funds.   Grants  to  public  agencies  or  organizations  to  establish 
revolving  loan  funds  to  provide  homeownership  assistance  to  eligible  first-time  homebuyers .   Such 
grants  will  be  matched  by  an  equal  amount  of  local  investment  in  the  revolving  loan  fund. 
Repayments  will  be  retained  in  the  loan  funds  for  additional  assistance. 

Eligibility  Requirements.   Homebuyers  must  be  first-time  homebuyers  and  have  an  aggregate 
household  income  that  does  not  exceed: 

(1)  95  percent  of  the  median  income  for  a  family  of  4  persons  (adjusted  by  family  size)  in 

the  MSA; 

(2)  115  percent  of  such  median  income  in  the  case  of  an  area  that  is  subject  to  a  high  cost 
area  mortgage  limit  under  Title  II  of  the  national  Housing  Act;  or 

(3)  80  percent  of  such  median  income  in  the  case  of  homebuyers  assisted  under  the  Mortgage 
Revenue  Bond  program. 
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MORTGAGE  AND  LOAN  INSURANCE  PROGRAMS 
FEDERAL  HOUSING  ADMINISTRATION  FUNDS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

BSTIKATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  VB  1994 

Appropriation  RequeBt 


(Dollars  in  Millions) 


MMI/CMHI  Account  I 
Insurance  Commitment 

Limitation $100,000    $64,565    $84,565      $84,982      +$417 

Direct  Loan  Limitation ...        ...        ...  180      +180 

Administrative  expenses i 
Transfer  to  Salaries  and 
Expenses  Accounts 2S6       263        263         309        +46 

GI/SRI  Account! 

Insurance  Commitment 

Limitation 11,792     13,436     15,436       19,685     +4,249 

Direct  Loan  Limitation ...        ...        ...  220       +220 

Administrative  expenses i 
Transfer  to  Salaries 
and  Expenses  Account 187        192        192  197        +5 

Credit  Subsidy 134       147        147  152        +5 

Carryover _20       _NA       _HA         _HA        HA 

Total  subsidy 154       147        147  152        +5 

Budget  Authority 
Discretionary! 

MMI/CMHI  Appropriation 

MMI/SRI  Offsetting  Receipts. 

GI/SRI  Appropriation 

GI/SRI  Offsetting  Receipts.. 
Subtotal  Discretionary.... 

Mandatory i 

GI/SRI  Indef  Appropriation.. 

Borrowing  Authority 

Insured  Asset  Sales 

Credit  Subidy  Reestimate 

Subtotal  Mandatory 

Total  Budget  Authority.... 

Budget  Outlava 

MMI/CMHI  Accounts  1 

Discretionary 

Discretionary  Receipts 

Mandatory 

Off  Budget  (Financing  Acct.) 
Total 

GI/SRI  Accounts! 

Discretionary 

Discretionary  Receipts 

Mandatory 

Off  Budget  (Financing  Acct.) 

Property  Disposition  Reforms 

Credit  Subsidy  Reestimate... 

Total 


256 

263 

263 

309 

+46 

-256 

-263 

-263 

-309 

-46 

321 

339 

339 

349 

+  10 

-137 

-146 

-242 

-96 

321 

202 

193 

107 

-86 

500 

485 

465 

25 

-440 

275 

146 

119 

120 

+1 

NA 

NA 

NA 

467 

+467 

-34 

HA 

-196 

NA 

+  196 

741 

631 

388 

612 

+224 

,062 

833 

581 

719 

+  138 

256 

263 

263 

309 

+46 

-256 

-263 

-263 

-309 

-46 

181 

-303 

-1,463 

-1,466 

-3 

4 

185 

-168 
-471 

-275 
-1,738 

417 
-1,049 

+692 
+689 

353 

328 

328 

336 

+8 

-137 

-146 

-242 

-96 

284 

469 

531 

258 

-273 

-204 

-52 

201 

142 

-59 

NA 

NA 

-520 

-6 

+514 

-34 

399 

HA 

608 

-196 
198 

HA 

488 

+  196 
+290 
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Mortgage  and  Loan  Insurance  Programs  (FHA  Fund) 


BUDGET 

CURREHT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  VB  1994 

(Dollars  in  Millions) 


Mortgage  Insurance 
Applications  ( units ) i 

Homes 

Multif amily 

Total 

Insurance  Written  (units) i 

Homes 

Multif amily 

Title  I 

Total 

Insurance  Written  (dollars) 

Homes 

Multif amily 

Title  I 

Total 

Insurance- ln-Force 
Outstanding   loan  balances 

Home  mortgages 

Multif amily 

Title  I 

Totals 

Insurance  Claims  Paid 
Property  Costs i 

Homes 

Multif amily 

Title  I 

Assigned  Hote  Costs t 

Homes 

Multif amily 

Coinsurance  and  other... 
Interest  and  other 
payments/  re  Auction 
Sale  of  221(g)(4) 

mortgages 

Totals 

Property  Sales  Proceeds  a/ 

Homes 

Multif amily 

Totals 

Bote  and  Property 
Inventory,  Year  end 

Number 

Units 


1,563,309 

1,128,285 

1,329,807 

1,398,807 

+69,000 

122,596 

195,524 

185,507 

285,983 

+100,476 

1,685,905 

1,323,809 

1,515,314 

1,684,790 

+169,476 

938,228 

797,990 

962,611 

967,067 

+4,456 

66,999 

134,802 

140,520 

216,991 

+76,471 

85,293 

120,320 
1,053,112 

95,000 
1,198,131 

95,000 
1,279,058 

1,092,520 

+80,927 

$68,658 

$58,310 

$70,191 

$73,295 

+$3,104 

2,546 

4,958 

5,179 

5,455 

+276 

1,067 

1,658 

1,183 

1,289 

+106 

72,271 

64,926 

76,553 

80,039 

+3,486 

$313,902 

$411,678 

$365,776 

$420,008 

+$54,230 

43,847 

48,023 

46,466 

50,846 

+4,380 

5,623 

5,848 

5,678 

5,801 

+123 

1,012 
748 


.087 
5,804 


932 
914 

176 


3,531 
83 


BOB 
932 


132,538 
483,844 


2,961 


161,923 
588,182 


476,655 


900 
1,001 


+58,733 


+262 

+9 

+92 

69 

+47 


2,649 

-501 

96 

+36 

2,745 

-465 

138,968 
498,608 


154,721 
461,229 


+15,753 
-37,379 


a/   Includes  reimbursements  from  the  Urban  Boaeeteading  account. 
SOMMARY  OF  BUDGET  ESTIMATES 

I.   Summary  of  Budget  Highlights  and  Future  Directions 


Fiscal  year  1993  was  the  most  active  year  In  FHA  history  as  over  $110  billion  of 
mortgage  and  loan  insurance  conmitments  were  issued.   FHA  received  applications  for  over 
1.7  million  housing  units  including  single  family,  multif amily  and  mobile  home  loans.   A  total  of 
$72.2  billion  of  mortgage  and  loan  insurance  waa  written  during  the  year. 
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HUD  is  committed  to  the  goal  of  strengthening  FHA's  programs  and  organization  to 
assure  that  it  continues  to  be  an  efficient  and  relevant  player  in  today's  rapidly  changing 
housing  finance  industry  environment.   Progress  is  being  made  in  many  areas.   The  1995  Budget 
incorporates  several  initiatives  to  improve  both  what  FHA  produces  and  hov  it  operates.   HUD'S 
Office  of  Bousing,  and  FHA  programs  in  particular,  are  talcing  a  lead  role  in  implementing  the 
objectives  of  the  Hational  Performance  Review  to  streamline  program  delivery  and  make  programs 
more  relevant  and  responsive  to  the  housing  needs  of  the  nation. 

1.   How  to  make  FHA's  Single  Family  programs  work  better  to  respond  to  the  mortgage 
finance  needB  of  low-,  moderate-  and  middle-income  homebuvers  in  the  1990 's. 

The  housing  finance  industry  of  the  1990'b  is  fast  paced,  technologically 
sophisticated  and  capable  of  evolving  new  mortgage  products  to  meet  emerging  economic  conditions 
and  the  demands  of  the  public.   FHA  has  traditionally  served  low-  and  moderate-income  and  first- 
time  homebuyers.   It  has  served  as  the  needed  facilitator  for  taking  the  first  step  toward  the 
American  dream — owning  a  home.   The  availability  of  FHA  mortgage  insurance,  in  partnership  with 
the  mortgage  finance  industry,  has  helped  to  create  stable  and  viable  neighborhoods  by  giving 
people  a  stake  in  where  they  live.   FHA  insurance  does  not  just  provide  individuals  with  homes — 
it  builds  communities. 

The  1995  Budget  proposes  steps  to  enhance  this  traditional  role  in  a  number  of 
ways.   A  principal  objective  is  to  assure  that  the  mortgage  finance  industry  continues  to 
adequately  serve  first-time  homebuyers. 

a.  Targeted  Neighborhood  Devitalization,   legislation  is  being  proposed  which 
would  create  a  new  program  designed  to  increase  the  availability  of  FHA  mortgage  insurance  for 
single  family  homes  in  revitalization  areas.   This  program  will  offer  mortgages  with  100  percent 
financing  (excluding  closing  costs)  for  qualified  first-time,  low-  and  moderate-income  home 
buyers  at  or  below  115  percent  of  area  median  income.  In  addition,  FHA  would  defer  the  up-front 
portion  of  the  insurance  premium  on  these  mortgages. 

The  objective  is  to  provide  favorable  financing  terms  in  areas  already 
targeted  by  localities  for  coordinated  affordable  housing  programs.   Through  revitalization  and 
increased  homeownership,  it  is  hoped  that  this  approach  will  enable  neighborhoods  to  stabilize 
and  rebound. 

The  1995  Budget  includes  an  estimated  $1.96  billion  of  mortgage  insurance 
commitment  limitation  for  this  purpose  and  $14.1  million  of  credit  subsidy  appropriation  under 
the  General  Insurance/Special  Risk  Insurance  accounts.   Approximately  20,000  homes  are  expected 
to  be  financed  under  this  new  program  initiative  in  1995. 

b.  Purchase  Money  Loan  Program.   The  Department  is  proposing  a  new  initiative  to 
address  two  problems  at  once.   HUD  has  acquired  concentrations  of  single  family  properties  in 
many  areas  likely  to  be  targeted  under  the  Neighborhood  Revitalization  program.   This  program 
involves  the  discounted  sale  of  certain  properties  which  have  proven  difficult  to  market  because 
of  their  condition  and  location.   The  Department  proposes  a  mechanism  to  dispose  of  those 
properties  in  a  way  that  enhances  neighborhood  stability  and  builds  better  communities.   Local 
jurisdictions  and  non-profit  agencies  can  play  a  critical  role  as  facilitator  between  FHA  and 
those  wanting  to  commit  themselves  and  their  families  to  community  building  through  homeownership 
in  revitalization  areas.   But  those  organizations  often  lack  the  cash  resources  to  front  the 
purchase  and  rehabilitation  of  HUD-acquired  properties. 

This  initiative  would  permit  local  organizations  to  purchase  HUD-acquired 
properties  with  a  15  percent  downpayment  with  FHA  providing  direct  loans  for  the  principal 
purpose  of  financing  the  acquisition  costs  (purchase  price)  of  the  property.   HUD  would  hold  a 
mortgage  on  the  property  for  85  percent  of  the  purchase  price.   The  mortgage  would  be  repayable 
to  FHA  as  a  5-year  balloon  payment,  or  upon  sale  of  the  property  to  a  homeowner.   The  loan  would 
amortize  at  a  30-year  rate  with  interest  rates  pegged  to  the  Freddie  Mac  5-year  balloon  program. 
Participating  organizations  would  be  required  to  secure  financing  for  the  rehabilitation  of  the 
properties  through  other  funding  sources  with  FHA  subordinating  its  mortgage  where  necessary. 

A  key  component  to  the  initiative  is  that  FHA  would  price  the  acquired 
properties  at  a  sufficient  discount  to  enable  the  local  jurisdictions  to  market  the  repaired 
property  at  a  price  affordable  by  homebuyers  at  or  below  115  percent  of  median  income.   Homeowner 
mortgage  financing  could  then  be  arranged  under  FHA's  traditional  insurance  programs,  its 
proposed  new  Targeted  Revitalization  program,  or  under  any  state  or  local  alternative  mortgage 
finance  program. 
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FHA  views  this  new  combination  of  financing  tools  as  a  sound  basis  for  forging 
exciting  new  partnerships  between  the  Federal  Government  and  local  community  organizations.   It 
will  provide  substantial,  focused  assistance  to  create  economic  lift  for  entire  neighborhoods 
where  a  concerted  effort  is  being  mode  to  address  conditions  in  the  community. 

This  new  program  does  not  require  authorization  language.   Section  7(i)  of  the 
Department  of  HUD  Act,  as  amended  (P.L.  89-174)  conveys  brood  authority  to  the  Secretary  of  HUD 
to  manage  and  dispose  of  acquired  properties.   The  1995  Budget  proposes  a  $200  million  direct 
loon  limitation  ($180  million  in  MMI/CMHI  and  $20  Billion  in  GI/SRI)  to  finance  approximately 
5,000  homes.   Ho  discretionary  budget  authority  or  outlays  are  associated  with  this  initiative. 
The  direct  loan  financing  transactions  will  be  accounted  for  in  on  off-budget  Financing  Account 
under  the  terms  of  the  Federal  Credit  Reform  Act  of  1990.   Ho  credit  subsidy  appropriation  is 
requested  as  expected  cash  inflows  are  estimated  to  offset  expected  cash  outflows  under  the 
program. 

c.  national  Homeownership  Trust.   The  Office  of  Housing  will  administer  the 
implementation  of  demonstration  programs  under  the  national  Homeownership  Trust  program 
authorized  by  Title  III  of  the  Cranston-Gonzalez  lational  Affordable  Bousing  Act,  as  amended. 
While  not  an  FHA  program,  the  Trust  will  provide  grants  for  the  support  of  first  time  homebuyer6. 
Assistance  may  be  in  the  form  of:  (1)  interest  rate  buydowns  to  a  6  percent  or  lower  loan  rate; 
(2)  downpayment  assistance,  including  closing  costs;  (3)  assistance  payments  to  provide  deferred 
second  mortgage  loans.   The  Budget  proposes  $100  million  for  this  program  in  fiscal  year  1995. 
This  initiative  is  explained  more  fully  in  a  separate  section  of  these  justifications. 

d.  Single  Family  Housing  Legislative  Initiatives.   HUD's  fiscal  year  1995 
legislative  program  requests  authority  to  improve  and  expand  upon  the  single  family  homeownership 
programs. 

•  Mortgage  Insurance  Demonstration.   HUD  is  proposing  new  demonstration 
authority  to  increase  the  use  of  alternative  mortgage  instruments  and  to 
encourage  partnerships  with  lenders  such  as  FHMA  and  FHLMC  and  State  and 
local  finance  agencies  in  carrying  out  affordable  housing  programs. 
Although  use  of  alternative  mortgages  would  be  carried  out  through  the 
General  Insurance  Fund,  other  risk  sharing  arrangements  for  affordable 
housing  could  fall  under  the  Mutual  Mortgage  Insurance  Fund  under  the 
language  of  the  amendment.   The  partnerships  with  other  housing  entities 
would  enhance  public  and  private  efforts  to  provide  affordable  housing  and 
homeownership  opportunities. 

•  Authority  to  insure  alternative  mortgage  Instruments  would  be  granted  by 
new  authorizing  legislation.   The  authority  will  allow  HUD  to  make 
attractive  financing  instruments  available  in  the  market. 

The  Department's  legislative  program  incudes  the  following  additional 
initiatives  to  broaden  homeownership  opportunities  through  activities  under  the  General  Insurance 
Fund: 

•  Risk  sharing  with  State  Bousing  Finance  Agencies.   A  new  authority  will 
allow  FHA  to  enter  into  risk  sharing  agreements  with  State  Housing  Finance 
Agencies  to  serve  buyers  in  relatively  high  cost  areas.   The  proposal  takes 
advantage  of  the  partnership  concept  by  combining  the  FHA  and  State 
insuring  authorities  to  better  serve  eligible  homebuyers  under  a  State's 
affordable  housing  program.   The  additional  business  will  be  of  minimal 
risk  to  HUD,  because  the  State  will  insure  the  -top"  portion  of  the  loan; 
and  the  State  program  can  reach  farther  because  HUD  will  be  assuming  some 
of  the  risk  of  loss  and  thus  reducing  associated  reserve  requirements  for 
the  State. 

•  Extension  of  the  HECM  demonstration.   The  Department  will  propose  to  extend 
this  demonstration  another  5  years  (to  the  year  2000)  and  to  permit  elderly 
owner  occupants  of  2-  to  4-family  homes  to  participate.   This  will  signal 
to  the  lending  community  that  the  program  will  be  available  over  a  longer 
period  than  originally  authorized  and  will  lead  to  increased  volume  and 
increased  help  for  elderly  homeowners  with  modest  income.   The  program 
allows  these  owners  to  convert  the  equity  in  their  home  to  regular  monthly 
payments  in  order  to  meet  expenses  during  a  time  of  financial  limitations. 
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•   Increased  Loan  Limits  for  the  Section  221(d)(2)  program.   HOD  proposes  to 
increase  these  limits  up  to  75  percent  of  the  amount  otherwise  allowable 
under  the  Section  203(b).   This  would  revive  this  homeownership  program  for 
low-  and  moderate-income  families.   The  program  has  been  used  successfully 
in  the  past  in  inner  city  areas  and  it  offers  terms  which  in  some  cases  are 
more  attractive  than  the  standard  Section  203(b)  option  (e.g.,  3  percent 
downpayment  only,  annual  premium  charge).   Its  use  will  complement  the 
revitalization  initiative  because  Section  221(d)(2)  can  be  used  widely  in 
urban  areas  as  opposed  to  being  restricted  to  designated  revitalization 
areas  undergoing  local  redevelopment. 

2.  How  to  focus  FHA  Multlfamilv  programs  to  more  adequately  serve  the  needs  of  low- 
and  moderate-income  renters. 

The  Department  has  been  working  to  create  effective  partnerships  with  state  and 
local  agencies,  nonprofits,  industry  groups  and  others  interested  in  producing  more  efficient, 
low-cost  affordable  rental  housing. 

a.  Rlslc  Sharing.   Section  542  of  the  Housing  and  Community  Development  Act  of 
1992  authorizes  a  30,000  unit  pilot  program  in  1994  and  1995  for  risk  sharing  with  State  and 
local  Housing  Finance  Agencies,  and  a  15,000  unit  risk  sharing  program  in  1994  with  Government 
Sponsored  Enterprises  (GSE's),  and  other  qualified  entities.   The  1994  legislative  package 
requests  extensions  of  both  pilot  programs. 

HFA  Demonstration.   The  key  feature  of  this  pilot  program  is  that  qualified 
HFAs  will  elect  to  assume  between  90  percent  and  10  percent  of  the  default  risk  on  multif amily 
mortgages.   The  mortgage  insurance  premium  will  depend  on  the  level  of  risk  assumed.   Those  HFAs 
assuming  50  percent  or  more  of  the  risk  will  be  able  to  use  their  own  underwriting  standards  and 
loan  terms  in  originating  and  servicing  mortgages  and  in  property  disposition.   Work  is  well 
underway  to  implement  the  program  in  the  current  fiscal  year.   FHA  expects  to  use  $362  million  of 
mortgage  insurance  commitment  authority  and  $25.7  million  of  credit  subsidy  appropriation  in  1995 
for  risk  sharing  with  HFAs. 

GSE  Demonstration.    FHA  is  also  working  with  Fannie  Mae,  Freddie  Mac  and  the 
Federal  Housing  Finance  Board  to  arrange  working  partnerships  and  risk  sharing  arrangements  aimed 
at  providing  affordable  multifamily  housing.   The  1995  Budget  reflects  $177  million  of  mortgage 
insurance  commitment  authority  and  $3.1  million  of  credit  subsidy  in  1995  for  risk  sharing  with 
GSEs. 

b.  Section  223  (a)(7)  Refinance  Program.   On  November  26,  1993  HUD  published  an 
interim  rule  making  it  easier  for  troubled  multifamily  projects  to  obtain  mortgage  refinancing. 
The  rule  deletes  the  provision  under  223(a)(7)  which  requires  that  refinancings  be  limited  to 
90  percent  of  the  value  of  the  property.   This  will  make  it  possible  for  many  projects  to  take 
advantage  of  low  interest  rates  to  lower  debt  service  requirements  thereby  strengthening  the 
project's  financial  condition  and  lessening  the  threat  of  mortgage  default.   This  will  also 
encourage  owners  to  maintain  properties  in  decent,  safe  and  sanitary  condition  for  low-  and 
moderate- income  renters.   The  1995  Budget  estimates  15,000  units  refinanced  in  1994  and  23,634 
units  in  1995.   Total  mortgage  insurance  commitment  limitation  is  estimated  at  $708  million  with 
credit  subsidies  of  $34.6  million  in  1995. 

c.  Multifamily  Mortgage  Insurance  Premiums.   This  Budget  reflects  an  increase  in 
the  premium  charged  on  selected  multifamily  mortgage  insurance  programs.   The  increase  would  be 
from  .5  percent  to  1  percent  annually  under  Sections  221(d)(4),  223(f)/207,  223(d) /221 (d) (3) , 
241/Other,  242  hospitals  and  the  sale  with  insurance  of  mortgage  notes  assigned  to  HUD.    This 
has  the  effect  of  improving  cash  flow  into  the  GI/SRI  programs,  lowering  overall  losses,  and 
lowering  subsidy  rates  on  these  programs.   This  means  less  credit  subsidy  discretionary  budget 
authority  and  outlays  are  required  to  support  the  programs  in  the  future. 

3.  How  to  address  the  problem  of  growing  Inventories  of  acquired  multifamily 
properties  and  assigned  mortgages. 

One  of  the  most  critical  problems  facing  the  Administration  as  it  took  office  was 
the  urgent  need  to  craft  a  program  to  deal  with  a  growing  inventory  of  defaulted  and  foreclosed 
multifamily  mortgages  and  properties.   At  the  end  of  fiscal  year  1993  the  inventory  stood  atl 
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1)  179  acquired  projects  containing  32,124  units  with  an  acquisition  cost  of  $631  million  and 

2)  2,242  assigned  mortgages  with  321,492  units  representing  $6.9  billion  of  unpaid  balances. 
This  makes  BOD  potentially  one  of  the  largest  property  managers  in  America — a  function  which  it 
was  never  designed  to  undertake.   Costly  experience  has  taught  that  BUD  is  not  staffed  or 
organized  to  be  a  good  property  manager.   Hultifamily  properties  are  more  efficiently  managed  by 
the  private  sector.   BOD  is  committed  to  moving  units  out  of  its  inventory  and  back  into  private 
ownership.   Private  owners  can  more  efficiently  rehabilitate  and  manage  these  units,  lower 
vacancy  rates,  and  maintain  the  units  as  low-  and  moderate- income  housing  stock. 

In  addition  to  requesting  more  resources  to  help  prevent  defaults  (Flexible 
Subsidy  and  LMSA  assistance)  BOD  is  proposing  three  major  multifamily  disposition  initiatives) 

a.  Mortgage  Note  Sales.   BOD  is  planning  a  series  of  assigned  mortgage  note  sales 
beginning  in  1994  and  continuing  through  fiscal  year  1995.   Current  mortgages  which  are 
subsidized  will  be  sold  either  with  FHA  insurance  or  with  equivalent  tenant  protections.   Non- 
current  subsidized  mortgages  that  are  made  current  by  loan  restructuring  will  also  be  sold.   Both 
current  and  non-current  unsubsidized  mortgages  will  be  sold  without  Insurance.   To  prevent 
profits  from  defaults  of  mortgages  sold  at  a  discount,  the  purchaser's  insurance  claim  would  be 
limited,  based  on  the  purchase  price.   The  1995  Budget  reflects  $497  million  of  insured  note 
sales  in  1995.   Subsequent  to  issuance  of  the  Budget,  the  potential  to  sell  $2.2  billion  of 
uninsured  mortgage  notes  in  1995  has  been  identified. 

b.  Mandatory  Property  Disposition  Account.  (See  also  p.  1-1.)  The  1995  Budget 
incorporates  a  plan  to  reduce  BOD's  multifamily  property  disposition  pipeline  from  75,937  units 
at  the  start  of  fiscal  year  1994  to  14,819  units  by  the  end  of  1999.  Two  elements  of  this  plan 
have  a  significant  budget  impact. 

1 )  The  Budget  proposes  the  establishment  of  a  new  mandatory  property 
disposition  account  for  which  authorizing  legislation  will  be  proposed.   This  new  account  is 
discussed  in  a  separate  section  of  this  Justification.  A  total  of  $733  million  of  Section  8 
property  disposition  rental  assistance  in  1995  would  support  the  sale  of  6,671  units  in  the  PD 
pipeline.   Through  1999,  it  is  expected  that  $3.9  billion  will  be  used  to  facilitate  the  sale  of 
approximately  44,000  units  from  the  mandatory  property  disposition  account. 

This  will  have  the  effect  of  reducing  holding  costs  to  maintain,  preserve 
and  manage  properties  and  thereby  improve  the  financial  condition  of  the  PBA  insurance  funds. 
These  FHA  savings  in  the  GI/SRI  Liquidating  account  will  offset  the  outlays  in  the  mandatory 
property  disposition  account,  making  the  mandatory  account  PAYGC— neutral . 

2)  The  Administration  proposed  significant  reforms  to  the  statute  governing 
property  disposition  in  1993.  These  reforms  are  intended  to  strike  a  balance  between  the  number 
of  units  subsidized  or  maintained  as  affordable,  the  efficiencies  and  benefits  of  returning 
properties  to  private  ownership,  the  cost  to  the  Government,  and  the  best  interest  of  the  tenants 
and  neighborhoods.  The  proposed  reforms  include  safeguards  for  tenants,  including  those  who  are 
currently  receiving  rental  assistance.  The  Budget  includes  a  one-time  net  present  value  savings 
in  the  GI/SRI  Liquidating  account  of  $520  million  in  1994  from  savings  generated  by  the  proposed 
PD  statutory  reforms.  With  the  reforms,  it  is  estimated  that  projects  with  another  99,000  units 
could  be  sold  without  additional  project-based  rental  assistance  by  1999. 

c.  Multifamily  Bridge  Loan  Initiative.   There  are  many  private  nonprofit  groups 
interested  in  preserving  projects  in  the  FHA  property  disposition  pipeline  as  affordable  rental 
or  cooperative  housing.   Often  they  lack  cash  resources  to  organize,  plan  and  to  make  capital 
repairs  to  put  projects  back  into  rentable  condition.   This  new  direct  loan  Initiative  will 
provide  temporary  (24  months)  bridge  financing,  for  these  purposes  over  this  period  during  which 
permanent  financing  is  obtained.   Borrowers  would  have  to  have  a  commitment  for  permanent 
financing  and  the  bridge  loan  would  be  repayed  to  FHA  after  24  months  from  the  proceeds  of  the 
permanent  financing. 

FHA  would  discount  the  sales  price  sufficiently  so  that  low-  and  moderate- 
income  families  could  afford  the  rents  necessary  to  support  debt  service  on  the  permanent 
financing,  as  well  as  operating  costs.  Section  8  subsidies  under  the  new  Mandatory  Property 
Disposition  account  will  be  used  as  required.   This  program  will  put  needed  financial  resources 
into  FHA/Non-Profit  partnerships  and  empower  local  organizations  to  intervene  to  preserve  low- 
and  moderate- income  housing  stock. 
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The  Budget  proposes  a  direct  loan  limitation  of  $200  million  for  the  new 
program  in  1995.   This  is  expected  to  facilitate  the  sale  of  7,000  units  from  the  Property 
Disposition  pipeline.   Authorizing  legislation  is  not  needed  as  the  HUD  Act  of  1968  authorizes 
sufficient  latitude  in  the  disposition  of  acquired  properties.   No  discretionary  budget  authority 
or  outlays  will  be  scored  as  the  loans  will  be  financed  in  an  off-budget  Financing  Account  under 
the  terms  of  the  Federal  Credit  Reform  Act.   The  loans  are  audi table,  short-term,  for  specific 
RUD-approved  activities.   Cash  inflows  are  expected  to  cover  cash  outflows  resulting  in  a  zero 
subsidy  rate,  so  no  credit  subsidy  appropriation  is  required. 

4.   How  to  make  the  Office  of  Housinq/FHA's  organization  more  efficient,  less 

bureaucratic  and  empower  employees  to  perform  to  the  best  of  their  abilities. 

FHA  will  be  reorganizing  its  structure  in  the  field  along  single  family  and 
mult if ami ly  lines  of  business,  instead  of  functional  lines.   A  direct  reporting  relationship 
between  Headquarters  and  the  field  will  be  established,  eliminating  the  regional  level.   In 
addition  one,  possibly  two,  consolidated  processing  centers  will  be  established  to  improve 
customer  service  by  relieving  field  offices  of  repetitive  work  that  can  be  more  efficiently 
performed  in  the  processing  centers.   The  objectives  of  the  reorganization  are  to  provide  more 
customer-oriented  and  user-friendly  services,  place  day-to-day  decision-making  in  the  field, 
reduce  the  number  of  supervisors  and  management  levels,  instill  top-to-bottom  accountability  in 
program  delivery,  keep  pace  with  changes  in  the  financial  services  community,  and  do  more  with 
fewer  resources,  in  line  with  the  National  Performance  Review.   These  organizational  changes  are 
scheduled  to  be  completed  by  the  end  of  fiscal  year  1994. 

II.   Summary  of  the  Fiscal  Year  1995  Budget  Request 

A.  Mortgage  Insurance  Commitment  Limitations.   The  Budget  proposes  an  overall 
mortgage  insurance  commitment  limitation  of  $104,667  million  on  new  fiscal  year  1995  FHA  loan 
commitments.   The  proposed  total  includes  $84,982  million  under  the  MMI/CMHI  Fund,  which  will 
exclusively  support  insurance  of  home  mortgages;  and  $19,685  million  under  the  GI/SRI  Fund  which 
supports  home,  multifamily  rental,  and  an  assortment  of  special  purpose  (hospitals,  nursing 
homes,  etc.)  mortgage  insurance. 

The  proposed  limitation  is  based  upon  current  Budget  estimates  of  1,398,807  unit 
applications  under  the  various  home  mortgage  insurance  programs,  principally  the  standard 
Section  203(b)  program  under  the  MMI  Fund  and  the  Section  234  condominium  and  Section  221(d)(2) 
moderate  income  programs  in  the  GI  Fund.   Multifamily  and  special  purpose  mortgages  are  estimated 
at  285,983  units,  all  included  under  the  GI/SRI  Fund. 

The  great  majority  of  FHA's  home  mortgage  and  multifamily  origination  activity 
relies  on  private  sector  processing.   Most  of  FHA's  home  mortgage  activity  is  processed  under  the 
direct  endorsement  program  while  the  delegated  processing  method  authorized  under  the  National 
Affordable  Bousing  Act  of  1990  is  used  for  many  multifamily  cases.   Both  of  these  approaches  are 
intended  to  expedite  and  improve  the  quality  of  FHA's  loan  origination  activity* 

The  Budget  also  estimates  that  FHA  will  insure  95,000  manufactured  home  and  home 
improvement  loans  under  the  GI  Fund's  Title  I  program.   This  represents  an  estimated  $1.3  billion 
in  new  insurance. 

B.  Direct  Loan  Limitations.   The  Budget  requests  a  direct  loan  limitation  of 

$180  million  under  the  MMI/CMHI  account.   A  direct  loan  limitation  of  $220  million  is  requested 
for  the  GI/SRI  account.   These  direct  loans  will  be  used  in  support  of  property  disposition 
activities  in  both  single  family  and  multifamily  programs. 

C.  Appropriations  for  Administrative  Expense.   The  Budget  requests  a  total  of 
$506.3  million  for  transfer  to  salaries  and  expenses  accounts.   Of  this  total,  $10.9  million  will 
be  transferred  to  the  appropriation  for  the  Office  of  Inspector  General.   Of  the  total 
transferred,  $308.8  million  would  be  derived  from  the  MMI/CMHI  accounts,  and  the  remaining 
$197.5  million  would  be  drawn  from  the  GI/SRI  account. 

D.  Appropriation  for  Mortgage  Insurance  Credit  Subsidies.   The  Budget  requests  an 
appropriation  of  $152  million  to  support  the  credit  subsidies  associated  with  loans  endorsed 
under  the  FHA's  GI/SRI  account.   The  credit  subsidy  is  based  on  the  net  cost  to  the  Government — 
exclusive  of  administrative  expenses — of  a  direct  loan  or  loan  guarantee  over  its  full  term, 
discounted  to  present  value  at  the  Treasury's  borrowing  cost.   In  cases  where  premium  and  fee 
income  is  projected  to  be  sufficient  to  support  full  costs  (i.e.  there  is  no  net  Federal  cost), 
no  credit  subsidy  is  required.   Therefore  no  credit  subsidies  are  currently  projected  for 
MMI/CMHI  Fund  commitment  activity. 
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Both  credit  subsidies  and  the  loan  guarantee  limitation  will  serve  as  upper  limits 
on  new  insurance  activity. 

III.   Impact  of  Federal  Credit  Reform  Act  of  1990  on  the  FHA  Budget 

The  Federal  Credit  Reform  Act  of  1990  requires  that  the  budgetary  treatment  for  all 
direct  loan  and  loan  guarantee  programs  recognize  at  the  front-end  the  net  cost  to  the  Federal 
Government  resulting  from  these  transactions. 

Beginning  in  fiscal  year  1992,  insurance  activity  is  reported  under  a  new  set  of 
Treasury  accounts  created  to  serve  the  purpose  of  the  credit  reform  legislation.   The  Program 
account  includes  appropriations  for  administrative  costs  and  "subsidy  costs"  for  each  program 
with  new  direct  loan  obligations  or  loan  guarantee  commitments  in  fiscal  year  1992  and 
thereafter.   The  Financing  account  includes  activities  associated  with  direct  loan  obligations 
and  loan  guarantee  commitments  made  since  1992.   The  Liquidating  account  includes  operating 
results  associated  with  direct  loan  obligations  or  loan  guarantee  commitments  made  before  fiscal 
year  1992.   The  Receipt  account  will  be  used  when  a  fund  contains  a  negative  subsidy  (net 
receipt) . 

New  loan  guarantees  subject  to  Credit  Reform  also  are  segmented  based  upon  the 
expected  net  cost  to  the  Government  of  the  product  line  and  by  the  year  of  commitment. 

IV.   Supporting  Contracts  directly  funded  out  of  the  FHA  Funds 

Bach  year  the  Congress  appropriates  a  transfer  of  cash  from  the  FHA  Fund  to  the 
Department's  "Salaries  and  Expenses"  (SJ.E)  account  and  to  "Office  of  Inspector  General"  to 
support  the  "general  overhead"  costs  associated  with  the  administration  of  the  various  insurance 
Funds.   In  addition  to  the  amounts  appropriated  for  overhead  expenses,  the  Department  directly 
charges  the  insurance  Funds  to  pay  for  certain  non-overhead  expenses  related  to  the  conduct  of 
FRA's  endorsement,  accounting  and  servicing,  asset  management,  and  disposition  activities.   A 
limitation  of  $152  million  on  HUD's  Beadquarters-direct  contracts  was  included  as  a  part  of  the 
Bouse  Committee  Report  accompanying  the  fiscal  year  1994  Appropriations  Bill. 

The  FHA  Fund  now  supports  the  development  of  new  systems,  and  the  updating  and 
maintenance  of  virtually  all  of  the  major  FHA  processing,  accounting,  servicing,  management  and 
disposition  systems.   In  fiscal  year  199S,  the  need  to  acquire  additional  ADP  resources  will 
increase  as  the  need  for  replacing  and  updating  current  systems  continues.  Additionally, 
upgraded  equipment  will  be  needed  to  replace  outdated  equipment  which  cannot  accommodate  the 
requirements  of  Housing's  new  systems. 

The  FHA  Fund  is  being  utilized  to  finance  contractor  support  in  a  number  of  FHA 
activities  to  complement  existing  staff  skills  and  to  accommodate  spikes  in  workload.   Delays  in 
handling  such  workload,  or  the  inability  to  deal  with  complex  financial  issues  due  to  lack  of 
staff  or  expertise  often  result  in  substantial  and  unnecessary  cost  to  the  FHA  Fund  and  the 
Federal  government.   Use  of  contract  support  to  purchase  the  technical  skills  and  expertise 
needed  to  address  these  problems  is  often  the  only  reasonable  and  available  option. 

Additional  contract  support  will  be  required  for  a  number  of  initiatives  of  the 
Secretary  which  will  address  weaknesses  identified  by  the  Inspector  General.   The  sole  of  FHA 
assets  and  an  expanded  program  of  multifamily  asset  management  cannot  be  accomplished  without 
additional  contract  resources. 

For  fiscal  year  1995,  the  Budget  includes  an  estimated  contract  need  of  $179  million. 
The  amount  represents  additional  contract  requirements  for  the  Secretary's  initiatives  and 
additional  ADP  requirements.  All  requests  for  contract  funding  by  program  offices  will  be 
reviewed  for  approval  by  the  Bousing  Contract  Review  Committee  (HCRC).   The  HCKC  approves  both 
the  appropriateness  of  FHA  funds  for  the  request  as  well  as  the  need  for  the  contract. 

V.   Summary  of  Combined  FHA  Claims,  Disposition  and  Inventory  Activity 

The  following  two  tables  provide  the  consolidated  claims,  disposition  and  inventory 
activity  for  the  FHA,  including  both  property  and  notes.  Some  data  on  these  tables  has  been 
revised  and  updated  after  the  FHA  "program  highlights"  appeared  in  the  President's  Budget.  The 
first  table  provides  home  mortgage  and  property  activity  while  the  second  table  provides 
multifamily  mortgage  and  property  activity: 


626 


Mortgage  and  Loan  Insurance  Programs  ( FHA  Fund) 


HIGHLIGHTS  OF  HOME  MORTGAGE  AND  PROPERTY  TRANSACTIONS 
(Dollars  in  Thousands) 


PROPERTIES 
Defaulted  Mortgage  Assignments  During  Year 

1993  Actual 16,469 

1994  Estimate 12,269 

1995  Bstimate 13,398 

Current  Mortgage  Assignments  During  Year 

1993  Actual 2,073 

1994  Estimate 4,516 

1995  Estimate 4,245 

Assigned  Mortgages  on  Hand,  End  of  Year 

1993  Actual 98,014 

1994  Bstimate 110,575 

1995  Estimate 121,494 

Purchase-Money  Mortgages  on  Hand,  End  of  Year 

1993  Actual 2,06S 

1994  Estimate 1,855 

1995  Estimate  b/ 6,750 

Acquisition  Activity  During  Year 

1993  Actual i 

Foreclosure  of  mortgages 4,641 

Direct  acquisitions 60,088 

Total 64,729 

1994  Estimate! 

Foreclosure  of  mortgages 4,628 

Direct  acquisitions 52,621 

Total 57,249 

1995  Estimate! 

Foreclosure  of  mortgages 4,628 

Direct  ocquisitlons 55,057 

Total 59,685 

Property  Sales  During  Year 

1993  Actual 64,732 

1994  Estimate 63,390 

1995  Estimate 54,394 

HUD-owned  Properties  on  Hand,  End  of  Year 

1993  Actual 32,103 

1994  Estimate 25,962 

1995  Estimate 31,253 

Coinsurance  CI alma  c/ 

1993  Actual 1,701 

1994  Estimate 3,192 

1995  Bstimate 5,587 


UNITS 

AMOUNT  a/ 

16,469 

$995,519 

12,269 

772,636 

13,398 

867,370 

2,073 

16,143 

4,516 

35,000 

4,245 

32,900 

98,014 

3,677,080 

10,575 

4,023,928 

21,494 

4,316,775 

2,065 

34,689 

1,855 

30,555 

6,750 

227,015 

4,661 

250,361 

62.143 

3,920,925 

66,804 

4,171,286 

4,635 

258,293 

56,206 

3.530,964 

60,841 

3,789,257 

4,635 

211,971 

60,907 

3,793,012 

65,542 

4,004,983 

67,027 

2,961,930 

65,137 

3,149,983 

58,332 

2,649,443 

32,214 

2,213,789 

27,918 

1,730,470 

35,128 

2,071,604 

1,701 

22,120 

3,192 

50,390 

5,587 

96,693 

a/   Amounts  for  "Assigned  Mortgages"  and  "Direct  Acquisition"  represent  the  claims  paid. 

For  "Sales,"  the  amount  reflects  the  cash  proceeds;  for  "HUD-owned  Properties  on  Hand, 
the  amount  reflects  acquisition  cost  and  for  'Mortgages  on  Hand,"  the  amount  reflects 
the  unpaid  balance. 

b/   Includes  5,000  direct  loans  with  balances  of  $198.8  million  for  discounted  single 
family  property  sales. 


c/   Includes  coinsurance  and  other  claims  for  which  title  is  not  conveyed. 
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HIGHLIGHTS  OF  MPLTIFAMILY  MORTGAGE  AND  PROPERTY  TRANSACTIONS 
(Dollars  in  Thousands) 


PROPERTIES 


Defaulted  Mortgage  Assignments  During  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Current  Mortgage  Assignments  During  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Assigned  Mortgages  on  Hand,  End  of  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Purchase-Money  Mortgages  on  Hand,  End  of  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Acgulsltlon  Activity  During   Year     b/ 

1993  Actual i 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1994  Estimate i 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1995  Estimate i 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

Property  Sales  During  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

HPD-owned  Properties  on  Hand,    End  of  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Coinsurance  Claims 

1993  Actual 

1994  Estimate 

1995  Estimate 


136 
177 

190 


2,242 
2,275 
1,840 


167 
162 
207 


179 
156 
134 


21,315 
31,495 
33,084 


321,497 
332,032 
280,507 


16,981 
16,775 
23,569 


$742,651 

932,399 

1,001,200 


6,946,914 
7,016,942 
6,923,615 


107,092 

99,485 

292,112 


11,473 

241,917 

2.568 

11,473 

244,485 

7,272 

167,657 

7,272 

167,657 

10,559 

243,440 

6,088 

37,577 

11,313 

60,093 

14,542 

95,775 

32,124 

630,650 

28,083 

560,972 

24,100 

426,160 

20,456 


Amounts  for  "Assigned  Mortgages"  and  'Direct  Acquisition*  represent  the  claims  paid. 
For  "Sales,"  the  amount  reflects  the  cash  proceeds}  for  ■ HDD-owned  Properties  on  Hand, 
the  amount  reflects  acquisition  cost  and  for  "Mortgages  on  Hand,*  the  amount  reflects 
the  unpaid  balance. 


Does  not  include  sales  at  foreclosure  to  third  parties. 
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AMD  COOPERATIVE  MAHAGEMENT  HOUSING 
IHSURAHCE  ACCOOKT 


PROGRAM  HIGHLIGHTS 

ACTUAL 

ma 

Appropriation  Request 
Insurance  Commitment 

Limitation  enacted. .. .  $S7,14< 

Supplements  enacted...  42,854 

Use -72.989 

unused  balance 27,011 

Discretionary 
Budget  Authority 

Administrative  Expenses.        2S6 
Deduction  for  offsetting 

receipts -256 

Total 

Hew  Initiative 
Direct  Loans 

Outlays  (Met I  a/ 
On  Budget i 

Liquidating  Account- 
Mandatory 1*1 

Prograa  Account- 
Discretionary 254 

Receipt  Account -254 

Off  Budget i 

Financing  Account- 
off  Budget +4 

Total  KMI/CMHI 184 

Mortgage  Insurance 

Applications 

( units ) t 

Bases 1,453,177 

Multif  sally ... 

Total 1,453,977 

Insurance  written 
(units) i 

Bones 852,770 

Multif  amlly ... 

Total 852,770 

Insurance  written 
(dollars) i 

Bones 42,502 

Multif  sally ... 

Total 62,502 

Insurance  ln-force 
(dollars)  i 

Bones 285,487 

Multif  anily ba 

Total 285,487 


BUDGET  CURRENT 

ESTIMATE     EXACTED    ESTIMATE     ESTIMATE 
1994        1994      1994        1995 
(Dollars  in  Millions) 


164,565     464,565     $64,565      $84,982 

20,000      20,000 
-64.565     -84.565     -84.565      -84.982 


243 
-263 


-166 
-471 


1,032,436 


376,394 

340 

376,734 


263 
-263 


-275 
-1,738 


309 
-309 


♦417 
-1,049 


U   1,218,459    1,218,273 
"9  u   tu. 

MA   1,218,459    1,218,273 


885,017 


MA 


INCREASE  + 

DECREASE  - 

1995  vs  1994 


+520,417 

-20,000 

+417 


263 

263 

263 

309 

+46 

263 

-263 

-263 

-309 

-46 

♦692 
+689 


-186 

AAA 

-186 


-40,892 


BA 

885,017 

644,125 

-40,892 

MA 

64,198 

64,402 

+204 

MA 

64,402 

T  1  1 

MA 

64,198 

+204 

HA 

33S.666 

387,058 

+51,392 

Sa 

■A 

BA 

B 

335,666 


387,058 


+51,392 
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BUDGET 

CURREHT 

IHCREASE    ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE    - 

1993 

1994 

1994 

1995 

1995   vs    1994 

94 

,575 

112, 

,050 

'3, 

,907 

105, 

,263 

+11,356 

94 

,575 

124, 

,557 

95, 

,659 

108 

,896 

+13,237 

4, 

,461 

4, 

,259 

3, 

,862 

4, 

,329 

+467 

2, 

,700 

2, 

,662 

2, 

,917 

2, 

,363 

-554 

(Dollars  in  Millions) 

Assigned  Mortgage  and  HUD— Owned 
Property  Inventories,  end  of  year 

number 

Units 

Payment  of  Insurance  cla<™« 

Proceeds  from  sale  of  acquired 
properties  

a/   Includes  impact  of  negative  subsidy  transfer  from  Financing  to  Liquidating 

account, 
b/   Includes  reimbursements  from  the  Urban  Homes reading  Account. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

a.  Credit  Limitation.   The  limitation  request  for  new  insurance  commitments  for  fiscal 
year  1995  is  $84.9  billion.   This  limitation  will  support  an  estimated  1,218,273  unit 
applications.   Based  upon  current  and  prior  year  commitments,  it  is  estimated  that  844,125  units 
of  insurance  will  be  written  in  the  single  family  programs  in  the  HMI  Fund.   Ho  Insurance 
activity  is  anticipated  in  the  CMHI  Fund. 

b.  Appropriation  Request.   For  1995,  an  appropriation  of  $308.8  million  is  requested 
for  administrative  expenses  to  be  transferred  to  the  salaries  and  expenses  accounts.   Bo 
appropriation  for  credit  subsidy  for  1995  is  requested  since  new  business  under  the  MMI  Fund  is 
expected  to  generate  more  than  sufficient  revenues  to  cover  projected  costs  of  new  insurance  as 
defined  under  the  terms  of  Credit  Reform. 

2.  CHAHGES  FROM  1993  ESTIMATES  INCLUDED  IH  1994  BUDGET 

a.  Commitments  and  Mortgage  Origination.   In  the  MMI  Fund,  single  family  insurance 
applications  representing  1,453,977  units  were  received  during  1993.   The  number  of  applications 
is  515,498  units  more  than  was  estimated  in  last  year's  Budget.   The  enacted  commitment 
limitations  for  1993  amounted  to  $100  billion  (including  a  supplemental).   Gross  commitments 
issued  amounted  to  $98.9  billion,  and  commitments  net  of  estimated  fallout  amounted  to 

$72.9  billion.   This  activity  reflected  an  explosion  in  demand  as  a  result  of  historically  low 
interest  rates  and  a  rush  to  refinance  by  many  homeowners. 

A  total  of  852,770  units  were  endorsed  during  the  year,  reflecting  $62.5  billion  in 
mortgage  balances.   This  represents  188,098  units  and  $15.4  billion  more  insurance  written  than 
estimated  for  1993  in  the  1994  Budget. 

b.  Mortgage  Assignments.  Property  Acquisition  and  Sales  Activity.   At  the  close  of 
1993,  the  Inventory  of  the  number  of  assigned  mortgages  and  HUD— owned  properties  stood  at  94,57S 
units — a  decrease  of  18,740  units  below  the  Budget  estimates.  This  is  due  in  part  to  lower  than 
expected  assignments  as  well  as  a  lower  number  of  acquisitions. 
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Assigned  Botes » 
(Number  of  Botes) 

1993  actual*    

1993  Estimated  In  1994  Budget 
Difference   

Acquired  Proper tie* 
(Number  of  Propertiea 

1993  actuals    

1993  Estimated  in  1994  Budget 
Difference   


15,108 

-1,029 

Propertiea 
Acquired  a/ 

56,573 
64.437 
-7,864 


Inventory 
On  Hand 

66,369 

",570 

-11,201 


57,082 
71,855 
-14,773 


Inventory 
On  Hand 

28,206  b/ 

",246 
+2,960 


a/   Includes  foreclosures  of  HUD-held  mortgages. 

b/   Includes  a  prior  year  adjustment  of  a  negative  3,454  cases. 

c.   Financial  Activity.   Bet  outlaya  for  1993  total  $184  million.   The  1993  Budget 
projected  net  receipts  of  $453  million.   The  change  was  due  primarily  to  higher  one-time  premium 
rebates  as  many  mortgages  were  refinanced,  and  the  fact  that  receipts  from  property  aalea  were 
lower  by  $489  million  than  waa  estimated  laat  year. 

3.   CHANGE 8  FROM  1994  BODGET  ESTIMATES 

a.  T"T|'"ment»  and  Mortgage  Origination.   Single  family  applicationa  in  1994  are 
estimated  to  reach  1,218,459  units.   This  reflect*  an  increase  of  186,023  unite  from  laat  yaax'a 
estimate. 

The  current  Budget  assumes  that  an  estimated  $84.6  billion  in  Insurance  commitments 
will  be  iaaued  in  1994  corresponding  to  the  ceiling  approved  in  the  1994  Appropriations  Act  and 
the  1994  Emergency  Supplemental  Appropriations  Act. 

Baaed  upon  application  estimates,  approximately  861,900  new  insurance  contracts  are 
expected  to  be  written  in  1994  representing  885,017  units  and  $64.2  billion  in  new  loans. 

b.  Mortgage  Assignments.  Property  Acquisitions  and  Sale*  Activity.   The  year-end 
(fiacal  year  1994)  Inventory  of  assigned  mortgages  and  acquired  propertiea  ia  estimated  at  95,659 
unita — a  decrease  of  28,898  units  fro*  laat  year's  estimate.   The  decrease  ia  due  primarily  to 
lower  claims  experienced  in  1993  and  projected  for  1994  for  both  assignments  and  acquisitions. 

c.  financial  Activity.   Implementation  of  the  Credit  Reform  legislation  in  1992  haa  had 
a  substantial  impact  on  the  way  FBA  business  ia  performed  and  reported.   Onder  Credit  Reform, 
budget  authority  and  outlaya  are  ecored  only  under  the  Liquidating,  Program  and  Receipt  Accounts 
while  activity  under  the  Financing  Account  ia  claaaified  aa  off-budget.   For  the  MMI/CMHI  Funds, 
which  have  a  negative  subsidy  (projected  net  profit  from  insurance  written),  only  administrative 
expenaes  are  appropriated.   In  addition,  the  MMI/CMHI  Funds  transfer  amounts  equal  to  the  coat  of 
the  negative  subsidy  and  administrative  expenses  from  the  Financing  account  to  the  Liquidating 
and  Receipt  Accounts,  respectively.   Bxcept  where  indicated,  outlaya,  operating  revenues,  and 
expenaea  In  this  Juatification  will  reflect  the  activity  under  the  combined  Financing  and 
Liquidating  accounts.   Bet  receipts  in  1994  are  estimated  at  $1.7  billion,  about  $1.3  billion 
higher  than  the  $471  million  estimated  laat  year.   This  is  due  to  higher  volume  of  fee  and 
premium  income  (net  of  rebates),  higher  property  sales  proceeds  and  higher  recoveries  than  waa 
assumed  in  the  1994  budget. 

EXPLANATION  OF  IHCREASBS  AMD  DECREASES 


Commitments  and  Mortgage*  Origination.   Single  family  applicationa  for  MMI  are  estimated  at 
1,218,273  unita  in  1995,  virtually  the  same  as  estimated  for  1994. 

The  Budget  requests  a  mortgage  insurance  commitment  limitation  of  $85  billion,  about  the 
same  aa  the  estimated  uae  for  1994. 
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Insurance  written  Is  expected  to  decrease  to  844,125  units  compared  to  885,017  units 
estimated  for  1994,  reflecting  a  diminishment  in  the  number  of  refinances. 

Mortgage  Assignment.  Property  Acquisitions  and  Property  Sales.   The  year-end  1995  inventory 
is  estimated  at  108,896  units — an  increase  of  13,237  units  over  the  current  year-end  1994 
estimate.   Increases  in  assigned  mortgage  notes  continue  to  exceed  mortgage  foreclosures  and 
liquidations . 

financial  Activity.   Bet  receipts  for  1995  are  estimated  at  $1.1  billion,  S689  million  lower 
than  the  current  1994  estimate.   The  decrease  is  caused  partially  from  a  decrease  in  sales 
proceeds  and  higher  claims.   The  table  below  displays  actual  1993  and  projected  outlay  activity 
for  1994  and  1995 i 

POTTOS   APPLIED   TO   OPERATIONS.    RECEIPTS   AKD  OUTLAYS 
COMBINED    LIQUIDATING  AMD   FINANCING   ACCOUNTS 


ACTUAL 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 

Funds  Applied  to  Operations 

Other  operating  costs  584,658       $118,509  $119,584 

Claims   4,460,915     3,662,207  4,329,016 

Property  and  other  expenses  468,032       390,504  305,157 

Transfer  to  Receipt  Account  (for 

Salaries  i  Expenses)   a/  255,645       262,810  308,846 

Transfer!   Negative  Subsidy   b/ .   .  .  1,523,617      1,491,454  1,483,128 

Other  adjustments  c/ 57.886     uj,  ui 

Total  Funds  Applied  6,850,753      6,125,484  6,545,731 

Fund  Receipts 

Fee  and  premiums  (net  of  rebates)  .  .  1,497,814     2,466,866  2,438,114 

Interest  income  602,615        639,174  759,999 

Property  sales   2,699,959      2,916,570  2,363,273 

Recoveries  and  other  income  from 

properties  and  mortgage  notes   .  .  .  334,347       348,953  549,633 

Transferi  Negative  Subsidy   1,523,617     1,491,454  1,483,128 

Prior  year  adjustments 8,011     . .  •  •  •  * 

Total  Receipts 6,666,363      7,863,025  7,594,147 

Outlays  184,390     -1,737,541  -1,048,416 

a/   Administrative  expenses  are  paid  to  Salaries  and  Expenses,  BUD,  and  the  Office  of 

Inspector  General,  from  the  MMI  Program  account.   Such  costs  are  funded  from  the 

Receipt  Account  to  which  .funds  are  transferred  from  the  Financing  account. 

b/   Transfer  from  the  Financing  to  the  Liquidating  account. 

c/   Includes  changes  in  net  accounts  receivable  and  payable  and  unfilled/undelivered 
orders . 

PROGRAM  DESCRIPTION 


MMI/CKHI  Funds.   The  Mutual  Mortgage  Insurance  Fund  consists  of  the  basic  single  family  home 
mortgage  program  (Section  203(b)),  the  largest  of  all  the  FHA  programs. 

The  Section  203(b)  program,  enacted  in  the  National  Bousing  Act  of  1934,  provides  mortgage 
insurance  for  one-  to  four-family  residences.   This  program  has  contributed  to  expanding  the 
opportunities  for  hooeownership  in  the  United  States  and  will  continue  to  meet  the  needs  of 
first-time  bomabuyers  and  buyers  with  low  downpayments .   Under  the  203(b)  program,  any  person 
able  to  meet  the  cash  investment,  mortgage  payments  and  credit  requirements  may  obtain  an  FHA 
insured  loan  from  a  private  lending  institution  to  purchase  a  home.   Since  its  inception,  the  MMI 
Fund  has  insured  approximately  $643  billion  in  mortgages  for  about  18.3  million  families. 
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Mortgagor s  under  this  program  are  entitled,  at  termination  of  their  mortgages,  to  a  rebate 
of  premium  (dividends)  paid  Into  the  fund  that  are  not  required  for  expenses  or  losses.  Through 
September  30,  1992,  such  dividends  declared  to  homeowners  totaled  $3,997  million.   As  a  result  of 
recent  operating  deficits,  the  MMI  Fund  suspended  paying  participating  dividends  on  November  5, 
1991. 

The  Cooperative  Management  Bousing  Insurance  rund  contains  the  Cooperative  Bousing  Insurance 
program  (Section  213)  which  provides  mortgage  inaurance  for  cooperative  housing  projects  of  more 
than  S  units  which  are  occupied  by  members  of  a  cooperative  housing  corporation.  The  Insurance 
program  can  be  used  for  new  construction  rehabilitation,  acquisition,  improvement  or  repair  of  a 
project  and  resale  of  individual  memberships  In  the  cooperative.   Inacted  in  19S0,  this  program 
has  been  Inactive  in  recent  years. 

MORTGAGE  IWSPRAHCB  ACTIVITY 

a.  Maximum  Mortgage.   The  maximum  amount  for  mortgages  insured  in  the  MMI  Fund  in  the  areas 
with  highest  median  house  prices  was  set  by  the  Bousing  and  Community  Development  Act  of  1992 
(P.L.  102-550)  at  75  percent  of  the  limitation  in  affect  on  September  30,  1992  under 

section  305(a)(2)  of  the  Federal  Borne  Loan  Mortgage  Corporation  Act,  which  for  a  one-family 
residence  equals  $151,750.   In  addition  the  up-front  mortgage  Insurance  premium  may  be  financed. 

b.  Risk-Based  Insurance  Premium  Structure.   In  1993  and  1994,  for  mortgages  of  more  than 
15  years,  the  up-front  mortgage  Insurance  premium  declined  to  3  percent,  and  the  period  over 
which  the  annual  premium  of  .5  percent  la  paid  was  7,  12,  or  30  years  depending  on  whether  the 
loan-to-value  ratio  was  below,  within,  or  above  the  90  to  95  percent  range.  For  mortgages 
insured  in  1995  and  thereafter,  the  one-time  premium  is  further  reduced  to  2.25  percent.   The 
annual  premium  for  mortgages  remains  at  .5  percent  for  mortgages  with  a  loan-to-value  ratio  of 

95  percent  or  less;  those  with  loan-to-value  ratios  of  over  95  percent  contain  a  periodic  premium 
of  .55  peroent.   The  terms  of  the  annual  premiums  are  increased  to  11  or  30  years  depending  on 
whether  the  loan-to-value  ratio  la  at  90  percent  or  more. 

For  mortgages  of  IS  years  or  less  which  close  on  or  after  December  26,  1992,  the  up- 
front premium  has  been  reduced  to  2  percent  of  the  insured  principal  obligation,  and  the  annual 
premium  has  been  reduced  to  .25  percent.   The  terms  of  the  annual  premium  have  been  reduced  to  0, 
4,  and  8  years  depending  on  whether  the  loan-to-value  ratio  is  below,  within,  or  above  the 
90  to  95  percent  range. 

10AN  AMD  MORTGAGE  MANAGEMENT  ACTIVITIES 

a.  Overview.  Servicing  of  single  family  mortgages  includes  processing  mortgage  assignment 
requests,  servicing  HUD-held  mortgages,  reviewing  the  mortgage  servicing  practices  of 
participating  lenders  and  mortgage  servicers,  and  debt  collection  functions.   Servicing  also 
includes  periodic  reviews  of  lender  portfolios  by  HOD  staff  to  evaluate  the  status  of  mortgages, 
identify  problems  and  propose  actions  to  be  taken  to  avoid  potential  mortgage  defaults. 

b.  Changes  to  single  family  servicing.   At  the  end  of  1993,  there  were  100,079  HUD-held 
mortgages  and  6,527,630  insured  mortgages  in  force,  under  both  the  MMI/CMHI  and  GI/SRI  accounts, 
with  potential  servicing  requirements.  A  number  of  new  initiatives  were  introduced  in  1992  • 
dealing  with  shortening  the  foreclosure  process,  thus  saving  substantial  amounts  in  debenture 
Interest  on  claims. 

PROPERTY  DISPOSITION- 

a.  Overview.   The  property  disposition  program  objective  is  to  reduce  the  inventory  of 
acquired  properties  in  a  manner  that  ensures  maximum  net  return  to  the  mortgage  Insurance  funds 
but  is  consistent  with  the  need  to  preserve  and  maintain  residential  areas  and  communities. 
Within  this  broad  mandate,  the  property  disposition  program  utilizes  a  number  of  varied  policies 
and  initiatives  to  accomplish  its  mission. 

b.  Discounted  Sales.   Single  family  property  disposition  regulations  were  amended  in  1993 
to  allow  for  sales  at  discounts  above  10  percent  to  State  and  local  governments,  public  agencies, 
and  private  nonprofit  organizations  of  properties  to  be  used  in  a  HUD  or  local  housing  program 
(such  as  BOPS  3)  or  homeless  program.   A  proposed  new  purchase  money  mortgage  program  for 
discounted  single  family  property  sales  is  explained  in  the  preceding  FBA  summary  section. 
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c.  Homeless  Program.   Under  this  program,  HDD  makes  available  to  qualified  applicants 
certain  HUD- acquired  single  family  properties  for  use  by  the  homeless.   The  program,  which  is 
structured  to  balance  the  needs  of  the  homeless  with  the  interests  of  the  PBA  insurance  funds, 
provides  homeless  individuals  and  families  temporary  and  transitional  shelter  in  an  effort  to 
move  them  toward  independent  living. 

d.  Sales  Incentives.  A  wide  range  of  sales  incentives  have  been  made  available  to  all 
Pield  offices  in  order  to  expedite  sales,  especially  in  soft  market  areas.  Field  offices  must 
consider  such  factors  as  cost,  increased  market  appeal  and  the  probability  of  a  higher  return 
before  Implementing  any  incentive.  Examples  of  sales  incentives  include i  bonus  for  early 
closing,  buydown  financing,  payment  of  up  to  f  percent  of  purchaser's  financing  and  closing 
costs,  lease  with  an  option  to  purchase,  and  rebates  to  purchasers  of  lower-priced,  bard-to-sall 
properties . 

MORTGAGE  AHP  PROPERTY  TRAHSACTIOHS 

The  table  that  follows  reflects  the  principal  transactions  affecting  MMI  Fund  single  family 
mortgage  notes  and  acquired  properties.  The  table  includes  data  which  has  been  revised  since  the 
FHA  -program  highlights*  appeared  in  the  President's  Budget. 
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HIGHLIGHTS  OF  HOME  MORTGAGE  AND  PROPERTY  TRANSACTIONS 


MORTGAGES/ 

PROPERTIES      ONITS  AMOONT  a/ 


Defaulted  Mortgage  Assignments  During  Tear 

1993  Actual 

1994  Estimate 

1995  Estimate 

Assigned  Mortgages  on  Hand,  End  of  Tear 

1993  Actual 

1994  Estimate 

1995  Estimate 

Purchase-Money  Mortgages  on  Hand,  End  of  Tear 

1993  Actual 

1994  Estimate 

1995  Estimate  b/ 

Acquisition  Activity  During  Tear 

1993  Actuali 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1994  Estimatei 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1995  Estimatei 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

Property  Sales  During  Tear 

1993  Actual 

1994  Estimate 

1995  Estimate 

HUD-owned  Properties  on  Hand.  End  of  Tear 

1993  Actual 

1994  Estimate 

1995  Bstlmate 

Claims  Paid — Ho  Acquisition  c/ 

1993  Actual 7 

1994  Estimate 

1995  Estimate 


(Dollars 

in  Thousands) 

15,108 
11,361 
12,763 

15,108 
11,361 
12,763 

$933,487 
730,443 
838,266 

66,369 
73,890 
80,313 

66,369 
73,890 
80,313 

$3,296,473 
3,634,347 
3,936,224 

1,253 
1,148 
5,648 

1,253 
1,148 
5,648 

$20,731 

18,793 

197,467 

3,853 
52,720 
56,573 

3,866 
54.569 
58,435 

223,934 
3.507.360 
3,731,294 

3,840 
45.548 
49,388 

3,840 
4^,952 
52,792 

231,866 
3.085,452 
3,317,318 

3,840 
49,011 
52,851 

3,840 
54,728 
58,568 

185,544 
3.399.146 
3,584,690 

57,082 
57,577 
47,918 

59,250 
59,229 
51,754 

2,699,584 
2,916,578 
2,363,273 

28,206 
20,017 
24,950 

28,206 
21,769 
28,583 

1,948,009 
1,277,809 
1,619,972 

1,564 
2,920 
5,299 

1,564 
2,920 
5,299 

20,068 
46,312 
92,371 

a/   Amounts  for  "Assigned  Mortgages"  and  "Direct  Acquisition*  represent  the  claims  paid. 

For  "Sales,"  the  amount  reflects  the  cash  proceeds;  for  "HUD-owned  Properties  on  Band, 
the  amount  reflects  acquisition  cost  and  for  "Mortgages  on  Band, '  the  amount  reflects 
the  unpaid  balance. 

b/   Includes  4,500  direct  loans  with  balances  of  $178.9  million  for  discounted  single 
family  property  sales. 


c/  Includes  preforeclosure  coinsurance  and  other  claims  for  which  title  is  not  conveyed. 
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PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT 

ACTUAL    ESTIMATE    ENACTED    BSTIHATB    ESTIMATE 
1993       1994       1994        1994        1995 
(Dollars  in  Millions) 
Appropriation  Request 

Insurance  Commitment 

Limitation $8,864  $13,436  $13,436  $13,436  $19,685 

Supplemental 1,300  ...  2,000  2,000 

Carryover 1,628  HA  MA  HA  HA 

Use 9.284  13.436  15.436  15.436  19,685 

Unused  balance 2,508  ...  ...  ...  ... 

Direct  Loan  Limitation ...       ...        ...       ...        220 

Budget  Authority 
Discretionary 
Credit  Subsidy i 

Positive  Subsidy  105       147         147        147         152 

Supplemental 29        ...         ...  ... 

Carryover 20       ^^  . ..       jjj.        . .. 

Subtotal 154        147         147        147        152 

Administrative 

Expenses 187        192        192        192         197 

Total ,  discretionary 
Budget  Authority 341       339        339       339        349 

Mandatory  (Net) 

Permanent  Indefinite: 

Appropriation 500       485         HA       465         25 

Insured  Asset  Sales  HA        HA         HA        HA        467 

Borrowing  Author. 

--Debentures 275        146         HA       119         120 

Total ,  Mandatory 
Budget  Authorisation .'      775       631         HA       584        612 

Outlays  [Het) 
Liquidating 
Account-  » 

Mandatory 284       469         HA       531        258 

Proposed  PD  Reforms HA        HA         HA      -520         -6 

Program  Account- 
Discretionary 353       328         HA       328        336 

Financing  Account- 
Off  Budget -204       -52         HA       201        142 

Total  GI/SRI 433       745         HA       540        730 

Receipt  account- 

( Off  setting  Receipts) 
Hegative  Subsidy ■ 

Discretionary HA      -137         HA      -146       -242 

Mandatory  (Reestimate) -34        HA         HA      -196         HA 

Mortgage  Insurance 

Applications  ( units)! 

Homes 109,332     95,849         HA    111,348     180,534 

Multifamlly 122.596    195.524         HA    185.507     285.983 

Total 231,928    291,373         HA    296,855     466,517 

Insurance  written 
(units) ■ 

Romas 85,458  69,026  HA  77,594  122,942 

Multifamlly 68,999  134,802  HA  140,520  216,991 

Title  1 85.293  120.320  HA  95.000  95.000 

Total 239,750  324,148  HA  313,114  434,933 


INCREASE  + 

DECRIASB  - 
1995  vs  1994 


$+6,249 
-2,000 


+4,249 
+220 


-440 
467 


-273 
514 


-59 

190 


+69,186 
+100.476 
+169,662 


45,348 
+76,471 


+121,819 
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Insurance  written 
(dollars) t 

Homes 

Multifamily 

Title  I 

Total 

Insurance  In  Force 
(dollars) i 

Homes 

Hultifamily 

Title  I 

Total 

Assigned  Mortgage  and 
HUP— Owned  Property 
Inventories,  end  of  year 

Number 

Dnits 

Payment  of  Insurance 
claims 

Proceeds  from  sale  of 
acquired  properties 


BUDGET 

CURREHT 

ACTUAL 

ESTIMATE 

ESACTED 

ESTIMATE 

ESTIMATE 

1993 

1994 

1994 

1994 

1995 

(Dollars  In  Millions) 


56,156 
2,546 
1.067 
9,769 

$5,006 
4,958 
1.658 

11,623 

528,415 

43,847 

5.623 

$35,284 

47,683 

5.848 

37,963      49,873      MA       45,061      49,458 
389,269     463,625      MA     402,949     352,333 


1,343       1,525      MA       1,542       1,554 
300        325      MA         293        382 


INCREASE  + 
DECREASE  - 
1995  vs  1994 


$5,993 
5,179 
1.183 

12.35S 

$8,893 
5,455 
1,289 

IS, 637 

+$2,900 

+276 

+106 

+3,282 

$30,112 

46,466 

5.678 

82,256 

$32,950 

SO, 846 

5,80V 

89,597 

+$2,838 
+4,380 

+  123 
+7,341 

+4,397 
-50,616 


+12 
+89 


SUMMARY  OP  mgn  B8TIMAT1S 

1.   SUMMARY  OP  BOPCEI  REOPEST 

a.  Credit  Limitation.   A  requested  limitation  on  new  Insurance  commitments  for  199S  of 
$19.7  billion  will  support  applications  for  mortgage  Insurance  for  an  estimated  466,517  bousing 
units.   It  is  estimated  that  Insurance  will  be  written  for  434,933  housing  units  in  fiscal  year 
199S. 

A  direct  loan  limitation  of  $220  million  is  requested.   Of  this  amount,  $200  million 
is  intended  for  2-year  bridge  loan  financing  to  facilitate  the  sale  of  multifamily  projects,  and 
$20  million  is  for  5-year  purchase  money  mortgages  for  non-profit  and  governmental  agencies  to 
make  HOD-acqulred  single  family  properties  available  to  purchasers  st  or  below  IIS  percent  of 
area  median  incomes.   These  new  initiatives  are  explained  in  the  PHA  summary  preceding  this 
section. 

b.  Appropriations .   In  this  Budget  appropriations  are  requested  for  $152  million  for 
credit  subsidy  for  various  single  family  and  multifamily  programs  In  the  GI/SRI  program  account, 
and  $197.5  million  for  administrative  expenses  credited  to  the  GI/SRI  program  account.   It  is 
estimated  that  permanent  budget  authority  of  $612  million  will  be  needed  for  the  GI/SRI 
liquidating  account.   This  is  composed  of  $467  million  for  asset  ssles  with  insurance, 

$120  million  In  authority  to  pay  for  claims  with  debentures,  and  $25  million  for  estimated 
operating  Insufficiencies. 

The  $152  million  of  credit  subsidy  represents  the  net  present  value  of  the  expected 
costs  to  the  Government  of  insurance  commitments  of  $4.2  billion  In  1995  In  those  program 
categories  where  costs  are  projected  to  exceed  Income  over  the  duration  of  the  loans.  Single 
family  commitments  of  $1.96  billion  and  multifamily  commitments  of  $2.2  billion  compose  the 
estimates  for  1995  in  the  program  categories  supported  by  subsidy. 

The  1995  request  also  Includes  estimated  commitments  of  $15.5  billion  in  programs 
where  the  present  value  of  projected  revenues  from  new  insurance  exceeds  the  present  value  of 
estimated  coats  and  no  credit  subsidy  Is  required. 
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2.  CHANGES  PROM  1993  ESTIMATES  INCLUDED  IN  1994  BOPGET 

a.  Commitments  and  Mortgage  Origination.  Applications  in  GI/SRI  single  family  programs 
in  1993  for  109,332  housing  units  represent  an  increase  of  26,544  over  the  level  estimated  in  the 
1994  Budget.   Refinances  constituted  in  excess  of  40  percent  of  PHA  single  family  commitments  in 
the  last  half  of  fiscal  year  1993.   Multifamily  applications  to  guarantee  mortgages  for  122, 596 
housing  units  in  1993  represent  a  decrease  of  5,211  units  over  the  estimated  level. 

Insurance  was  endorsed  for  $6.2  billion  for  85,458  single  family  units  and 
$2.5  billion  for  68,999  multifamily  units  during  the  year.   This  represents  an  increase  of 
$1.3  billion  and  16,432  units  of  single  family  insurance,  and  a  decrease  of  $2.2  billion  and 
33,894  units  of  multifamily  insurance,  compared  to  the  levels  estimated  in  the  1994  Budget. 

The  $1.07  billion  of  Title  I  property  improvement  and  manufactured  home  loans 
insured  in  1993  is  close  to  the  volume  of  Title  I  business  in  1992.   In  1993,  85,293  Title  I 
loans  were  executed  compared  to  the  level  projected  for  that  year  of  97,500. 

b.  Mortgage  Assignments,  and  Acquired  Properties  Activity.   At  the  close  of  1993,  the 
inventory  of  assigned  mortgages  and  HUD-owned  properties  was  389,269  units — an  increase  of  4,746 
during  the  year,  but  41,944  units  below  the  estimate  in  the  1994  Budget.   The  inventory  of 
assigned  multifamily  notes  remained  virtually  constant  in  1993. 

During  1993,  136  defaulted  multifamily  mortgage  notes  with  21,315  units  were 
assigned,  requiring  claim  payments  of  over  $742  million.   These  are  below  the  estimates  for  1993 
in  the  1994  Budget. 

Single  family  defaulted  notes  for  1993  were  1361  units  and  $62  million  in  claims, 
increases  of  246  units  and  $12.6  million  over  the  estimates  in  the  1994  Budget. 

c.  Financial  Activity.   Net  outlays  for  1993  for  all  GI/SRI  accounts  totaled 

$399  million  (including  offsetting  receipts  of  -$34  million),  compared  to  $1,255  million  in  1992 
and  $1,044  million  estimated  for  1993  in  the  1994  Budget.  Actual  claims  were  $547  million  less 
than  estimated,  and  operating  expenses  were  less  by  $88  million. 

3.  CHANGES  PROM  1994  BODGE T  ESTIMATES 

a.  Commitments  and  Mortgage  Origination.   Applications  for  single  family  insurance  for 
111,348  housing  units  are  estimated  for  the  GI/SRI  account  1994.   The  high  volume  of  single 
family  activity  due  to  refinancings  continued  into  fiscal  year  1994.   Because  of  this  the 
limitation  on  commitments  in  1994  was  increased  by  $2  billion  in  the  Emergency  Supplemental 
Appropriations  Act  of  1994.   This  estimate  of  applications  represents  an  increase  of  15,499  units 
above  that  in  the  1994  Budget. 

Including  the  enacted  supplemental  increase,  the  commitment  limitation  is 
$15.4  billion  in  1994.   This  is  needed  to  accommodate  new  initiatives  discussed  in  the  PHA 
summary  section,  such  as  risk  sharing,  and  refinances  under  the  revised  Section  223(a)(7),  as 
well  as  a  commitment  to  insure  a  major  hospital  mortgage  during  1994. 

During  1994,  mortgage  insurance  written  is  expected  to  increase  to  $11.2  billion, 
compared  to  the  estimate  of  $10  billion  in  the  1994  Budget.   Title  I  insurance  in  1994  is 
expected  to  remain  close  to  $1.2  billion. 

b.  Mortgage  Assignments,  and  Acquired  Property  Activity.   The  year-end  inventory  of 
assigned  mortgages  and  acquired  properties  is  estimated  at  402,949  units — an  decrease  of  60,676 
housing  units  over  last  year's  estimate,  primarily  reflecting  a  start-of-year  inventory  which  was 
lower  than  estimated  by  41,944  units.   Multifamily  foreclosures  of  assigned  mortgages  are 
estimated  to  increase  by  4,098  units  above  the  1994  Budget  estimate,  and  sales  are  also  expected 
to  go  up  to  11,313  units,  an  increase  of  8,753  units  above  the  previous  Budget  estimate.   Moving 
appropriate  projects  more  quickly  from  assignment  to  sale  is  an  objective  of  the  proposed  reforms 
to  the  statutory  requirements  governing  the  sale  of  hud  projects  explained  elsewhere  in  this 
Justification. 
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c.   Financial  Activity.   These  propoaad  atatutory  reform*  reduce  expected  outlay*  by 
$520  nillion  in  1994,  baaed  on  a  preaant  value  of  annual  aavinga  they  would  make  poaaibla  in 
coming  year*.   Other  net  outlaya  projected  for  all  account*  in  1994  amount  to  $718  million 
(including  off Batting  receipt*  of  -$342  million),  compared  to  $608  million  eatlmated  laat  year. 
Estimates  for  obligationa  and  Income  remain  cloea  to  thoea  made  for  the  1994  Budget. 

The  appropriations  for  1994  in  the  GI/SRI  program  account  are  $192  million  for 
administrative  expense*  and  $147  million  for  credit  subsidy,  the  aaaa  aa  requested  in  the  1994 
Budget. 

A  reduction  in  credit  eubeidy  outlaya  for  fiscal  yeara  1992  and  1993  la  recorded  aa 
a  receipt  of  $196  million  in  1994  in  the  gi/sri  receipt  account.  The  reduction  ia  due  to  subsidy 
rata  reeatlmataa,  which  axe  performed  annually  for  outlaya  in  each  paat  year,  beginning  with 
1992.   Revised  projections  developed  by  Price  aaterhouee  reaulted  in  lower  eubeidy  rate  eatimatea 
in  aome  GI/SRI  program  categories. 

EIPIAWATIOW  Of  IBCRBASsS  AKD  P8CBEAS1S 

a.  Commitments  and  Mortgage  Originations.   Applicstions  for  mortgage  insurance  are  expected 
to  increase  sharply  in  199  5.   This  increase  ia  due  in  part  to  new  programs  and  initiative* 
explained  in  the  preceding  PHA  summary  section.   The  new  single  family  low  downpayment  program 
for  revitallration  areas,  the  proposed  increased  role  for  the  Section  221(d)(2)  program,  and 
proposed  authorisation  for  multifamily  rlak  sharing  programs  all  would  affect  demand  in  the 
GI/SRI  account.   Single  family  applications  are  eatlmated  at  180,534  housing  units  in  1995,  and 
multifamily  application*  are  eatlmated  at  28S.983  units.   The  overall  commitment  request  of 
$19.7  billion  for  the  Gl/SRI  account  ia  27. S  percent  higher  than  the  currently  enacted  limitation 
for  fiacal  year  1994. 

b.  Mortgage  Assignments,  and  Acquired  Property  Activity.   The  year-end  1994  inventory  la 
eatlmated  at  352,333  units — s  decrease  of  50,616  units  over  the  current  year-end  1994  estimate 
and  111,292  unita  laaa  than  the  1994  Budget  estimate  for  the  end  of  1994.   Multifamily 
foreclosure*  are  expected  to  increase  from  7,272  housing  unit*  in  1994  to  10,559  bousing  unita  in 
1995,  and  property  aalaa  are  expected  to  increase  again  from  11,313  in  1994  to  14,542  in  1995. 
The  increased  availability  of  appropriation*  for  property  disposition  rental  assistance  through 
the  proposed  new  mandatory  account  ia  a  key  factor  in  making  increased  sales  poaaibla. 

c.  Financial  Activity.   Por  1995,  the  net  outlaya  for  Gl/SRI  program,  financing, 
liquidating,  and  receipt  account*  are  projected  at  $488  million,  a  decrease  of  $230  million  from 
the  current  1994  eatimatea  (excluding  the  -$520  million  property  disposition  reform  aavinga). 
This  ia  due  to  collection*  of  lnaurance  premiums  that  are  eatlmated  to  be  $128  million  higher  in 
1995  than  in  1994,  and  proceeds  from  property  sale*  that  are  eatlmated  to  be  higher  by 

$88  million  in  1995  compared  to  1994. 

Beginning  in  1994,  the  credit  subsidy  appropriation  requested  ia  for  the  groee  positive 
aubaidy  associated  with  programs  in  risk  categories  with  positive  subsidy  rate*.   The  negative 
aubaidiea  associated  with  other  programs  in  the  GI/SRI  Account  will  instead  be  reflected  in 
outlaya  from  the  financing  account  to  the  receipt  account.   These  receipt*  will  of feet 
discretionary  budget  authority  and  outlaya.   (A  aubaidy  rate  ia  negative  if  the  preaent  value  of 
feea  and  income  over  the  term  of  loans  exceeds  that  of  their  projected  coata.] 

In  1995  up  to  $132.9  million  in  discretionary  carryover  balances  in  the  receipt  account 
are  proposed  for  appropriation  for  the  program  account,  but  this  action  would  have  no  further 
budget  authority  or  outlay  impact.   Its  purpose  is  merely  to  avoid  accumulation  of  balances  in 
the  receipt  account,  and  to  diminish  the  amount  appropriated  against  the  general  fund  of  the 
Treasury. 

■egative  subsidy  receipts  are  eatlmated  to  increase  significantly  in  1995  due  to  the 
impact  of  an  increase  in  the  annual  mortgage  lnaurance  premium  charged  in  multifamily  programs  in 
certain  rlak  categoriea  (explained  in  the  PBA  summary  section)  and  to  volume  increases  in 
programs  with  negative  aubaidy  ratea.  Downward  reeatimatea  paid  to  the  receipt  account  of 
aubaidy  outlaya  from  prior  yeara  offaet  mandatory  budget  authority  and  outlaya,  and  permanent 
budget  authority  is  provided  for  upward  reestimates,  if  needed. 
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The  following  table  displays  actual  outlay  activity  in  1993  and  the  estimated  activity 
in  1994  and  199S  in  the  combined  Liquidating  and  Financing  accounts. 

FUNDS  APPLIED  TO  OPERATIONS,  RECEIPTS  AMD  OOTLAYS 
COMBINED  LIQOIDATIMG  AND  FINANCING  ACCOUNTS 

ESTIMATE       ESTIMATE       ESTIMATE 
_  1993  1994  1995 

funds  Applied  to  Operations  a/ 

Operating  costs 

Claims 

Property  and  other  expenses  b/.. 

negative  Subsidy 

Subsidy  Reestimate 

Other  adjustments  c/ 

Total  Funds  Applied 

Fund  Receipts 

Fee  and  premiums 

Interest  on  investments 

Property  sales 

Recoveries  and  other  income  from 
properties  and  mortgage  notes . . . 

Subsidy  transfer 

Total  Receipts 1,758,868       1,668,339       1,933,717 

Outlays 80,130        731,672         399,592 

a/  Administrative  expenses  appropriations  disbursed  from  the  GI/SRI  program  account  are 
$187,000  in  1993,  $192,252  in  1994,  and  a  requested  $197,470  in  1995. 

b/   Includes  interest  enhancement  payments  for  auctions  of  mortgages  assigned  under 
Section  221(g) (4). 

c/   Includes  changes  in  net  accounts  receivable  and  payable  and  unfilled/undelivered  orders. 

d/   Reflects  interest  on  borrowing. 

PROGRAM  DESCRIPTION 

The  GI/SRI  Funds.   The  General  Insurance  Fund  covers  a  wide  variety  of  special  purpose 
single  and  multif amily  programs  including  loans  for  multifamily  rental  housing,  condominiums, 
nursing  homes,  hospitals,  manufactured  housing,  and  property  improvements. 

The  Special  Risk  Fund  includes  insurance  programs  for  mortgages  in  older  declining  urban 
areas  which  would  not  be  otherwise  eligible  for  insurance,  mortgages  with  interest  reduction 
payments,  those  for  experimental  housing,  and  for  high  risk  mortgagors  who  would  not  normally  be 
eligible  for  mortgage  insurance  without  housing  counseling. 

PROGRAM  ACTIVITY 

The  operation  of  the  insurance  programs  includes  three  broad  activities i   (1)  mortgage 
insurance  activity,  including  the  receipt  and  underwriting  of  applications  for  mortgage 
insurance;  (2)  mortgage  and  loan  management  activities,  including  the  servicing  of  mortgages  with 
insurance- in-force  and  assigned  mortgages;  and  (3)  management  and  disposition  of  HUD—owned 
properties.    Single  family  insurance  operations,  loan  management,  and  property  disposition  are 
discussed  in  the  preceding  section  on  the  MMI/CMHI  Funds. 
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MOLTIFAMILT  MORTGAGE  IHSPRAHCB  ACTIVITT 

a.  Multlfamily  Delegated  Processing.   The  Deportment  utilizes  approved  Delegated  Processors 
to  provide  flexibility  to  Field  Offices  to  handle  fluctuations  in  workload  for  aultifamily 
insurance.   After  a  project  sponsor  or  mortgagee  submits  an  application,  the  Field  Office  Bay 
elect  to  assign  it  to  a  Delegated  Processor  to  perform  the  mortgage  insurance  processing.   The 
Delegated  Processor  shall  perform  the  appropriate  appraisals  and  submit  a  completed  package  with 
a  preliminary  underwriting  recommendation  to  HOD.   HDD  will  then  review  the  underwriting 
performed  by  the  delegated  processor,  make  a  final  determination,  and  issue  the  appropriate 
letter /commitment,  if  warranted.   HDD  will  continue  to  maintain  the  capacity  to  process 
multlfamily  insurance  spplications. 

b.  Multlfamily  Fees.   The  fee  structure  will  require  that  S5.00  per  $1,000  mortgage  amount 
be  paid  in  fees  for  applications  and  commitments  for  multlfamily  insurance  after  the  proposed 
regulation  published  goes  into  effect. 

Loan  and  Mortgage  Management  Activities 

Overview.   Loan  and  mortgage  management  functions  for  multlfamily  projects  include 
responsibility  for  a  number  of  activities  including  on-site  management  reviews,  inspections  of 
multlfamily  projects,  analyses  of  reports  on  occupancy,  verification  of  rent  schedules,  rent 
increase  approvals,  monitoring  replacement  reserve  funds,  the  analysis  of  annual  financial 
reports  of  multlfamily  projects,  and  debt  collection.   In  addition,  responsibilities  include 
identification  of  troubled  projects  and  the  development  of  individual  project  strategies  to 
prevent  or  cure  defaults. 

Plana  for  the  sale  of  HDD-held  mortgage  notes,  both  with  and  without  insurance,  are 
discussed  in  the  FHA  summary  section. 

Multlfamily  Property  Disposition 

Please  see  also  the  FHA  Summary  section  and  the  separate  justification  for  the  proposed  new 
property  disposition  account  elsewhere  in  this  volume. 

MORTGAGE  AMD  PROPERTY  TRAHSACTIOBS 

The  following  tables  show  principal  transactions  affecting  multlfamily  and  home  mortgage 
notes  and  acquired  properties  in  the  GI/SRI  Funds.   They  include  data  which  has  been  revised  and 
updated  since  the  FHA  'program  highlights"  appeared  in  the  President's  Budget) 
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HIGHLIGHTS    OF    HOME    MORTGAGE    AMD    PROPERTY   TWUfSACTIOHS 


Defaulted  Hortqaga  Assignment*  miring  Year 

1993  Actual 

1994  Estimate 

1995  latiaat* 

Currant  Hortqaga  Aaalgn— nta  During  Tear 

1993  Actual 

1994  lit imata 

1995  latimata 

Aaalgnad  Hortgagaa  on  Hand.  Ind  of  Tear 

1993  Actual 

1994  latimata 

1995  latiaat* 

Purchaae-Hooev  Hortgagaa  on  Hand.  Ind  of  Yaar 

1993  Actual 

1994  latimata 

1995  latiaat*  b/ 

Acgulaltion  Activity  During  Year 

1993  Actual! 

forec losur*  of  aortgagaa 

Direct  acquiaitiona 

Total 

1994  latiaat* ■ 

roracloaur*  of  aortgagaa 

Direct  acquiaitiona 

Total 

1995  latimata i 

Forecloeure  of  aortgagaa 

Direct  acquiaitiona 

Total 

Property  Salea  During  Year 

1993  Actual  

1994  Estimate 

1995  latiaat* 

HUD-owned  Properties  on  Hand.  End  of  Year 

1993  Actual 

1994  latiaat* 

1995  latiaat* 

Claims  Paid — Ho  Acquieltlon 

1993  Actual 

1994  latiaat* 

1995  latiaat* 


MORTGAGES/ 

PROPERTIES 

omits     AHtxnrr  < 

(Doll a re  in  Thoi 

1,361 

1,361 

$62,032 

908 

908 

42,193 

C35 

635 

29,104 

2,073 

2,073 

16,143 

4,516 

4,516 

35,000 

4,245 

4,245 

32,900 

31,645 

31,645 

380,607 

36,685 

36,685 

389,581 

41,181 

41,181 

380,551 

812 

812 

13,958 

707 

707 

11,762 

1,102 

1,102 

29,548 

788 

795 

7.368 
8,156 

7.574 
8,369 

788 

795 

7.073 

7.254 

7,861 

8,049 

788 

795 

6.046 
6,834 

6.179 
6,974 

7,650 

7,777 

5,813 

5,908 

6,476 

6,578 

3,897 

4,008 

5,945 

6,149 

6,303 

6,545 

137 

137 

272 

272 

288 

288 

26,427 
413.565 
439,992 


26,427 
445.512 
471,939 


26,427 

393. 866 
420,293 


262,346 
233,405 
286,170 


265,780 
452,661 
451,632 


2,052 
4,078 
4,322 


a/   Amounts  for  •Assigned  Hortgagee*  and  'Direct  Acquisition"  represent  the  claims  paid. 
For  'Salea, "  the  amount  reflects  the  caah  proceeds;  for  "HUD— owned  Properties  on  Hand, 
the  amount  reflecta  acquisition  coat  and  for  "Hortgagaa  on  Hand*,  the  amount  reflects 
the  unpaid  balance. 


b/   Includes  500  direct  loana  with  balances  of  $19.9  million  for  discounted  single  family 
property  disposition  sales. 
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HIGHLIGHTS  OF  MDXTIFAMILY  MORTGAGE  AMD  PROPERTY  TRAMSACTIOHS 


PROPERTIES 


Defaulted  Mortgage  Assignments  During  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Current  Mortgage  Assignments  During  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Assigned  Mortgages  on  Hand.  End  of  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Purchase-Money  Mortgages  on  Hand.  End  of  Year 

1993  Actual 

1994  Estimate 

1995  Estimate  b/ 

Acquisition  Activity  During  Year  c/ 

1993  Actuali 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1994  Estimate. 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1995  Estimate. 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

Property  Sales  During  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

HOP-owned  Properties  on  Hand,  End  of  Year 

1993  Actual 

1994  Estimate 

1995  Estimate 

Coinsurance  Claims 

1993  Actual 

1994  Estimate 

1995  Estimate 


136 
177 
190 


2,242 
2,275 
1,840 


167 
162 
207 


21,315 
31,495 
33,084 


$742,651 

932,399 

1,001,200 


179 
156 
134 


321,497 

6,946,914 

332,032 

7,016,942 

280,507 

6,923,615 

16,981 

107,092 

16,775 

99,485 

23,569 

292,112 

11,473 

241,917 

11,473 

2.568 
244,485 

7,272 

167,657 

7,272 

167,657 

10,559 

243,440 

10,559 

243,440 

6,088 

37,577 

11,313 

60,093 

14,542 

95,773 

32,124 

630,650 

28,083 

560,972 

24,100 

426,160 

20,456 


Amounts  for  'Assigned  Mortgages*  and  'Direct  Acquisitions"  represents  the  claims  paid. 

For  'Sales,*  the  amount  reflects  cash  proceeds*  for  -HUD-owned  Properties  on  Band,*  the 

amount  reflects  acquisition  cost  and  for  'Mortgages  on  Band,'  the  amount  reflects  the 
unpaid  balance. 

Includes  50  bridge  loans  with  balances  of  $199  million  for  multifamily  property 
disposition  sales. 


c/   Does  not  include  sales  at  foreclosure  to  third  parties. 
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Mortgage  and  Loan  Insurance  Programs  -  GI/SRI  Accounts 
FINANCIAL  OPERATIONS 

Appropriations .   In  the  past,  the  National  Bousing  Act,  as  amended,  authorized 
appropriations  to  restore  actual  losses  sustained  from  mortgage  insurance  operations  of  the 
Special  Risk  Insurance  (SRI)  Fund  and  the  General  Insurance  (GI)  Fund.   Appropriations  were  based 
on  actual  losses  resulting  from  the  acquisition  and  sale  or  liquidation  of  acquired  properties  or 
mortgage  notes. 

When  the  reform  of  Federal  credit  programs  was  implemented  in  fiscal  year  1992,  GI/SRI 
programs  were  placed  in  a  separate  set  of  accounts,  business  from  prior  years  was  placed  in  a 
GI/SRI  Liquidating  account,  previous  Treasury  debt  was  forgiven,  and  appropriation  requests  were 
put  on  a  different  basis.   Under  Credit  Reform,  administrative  costs  and  subsidies  inherent  in 
new  insurance  are  appropriated  for  both  the  GI  and  SRI  Funds  into  a  single  new  "Program"  account 
from  which  disbursements  to  the  proper  accounts  are  made  as  expenses  are  incurred  and  insurance 
is  written.   For  the  GI/SRI,  the  1995  appropriation  request  includes  $197.5  million  for 
administrative  expenses  and  $152  million  for  subsidies  on  new  insurance  committed.   In  addition, 
permanent  indefinite  authority  for  the  financing  of  any  new  operating  insufficiencies  incurred  by 
the  Liquidating  account  1b  provided  by  the  Federal  Credit  Reform  Act  of  1990.   It  is  estimated 
that  the  GI/SRI  Liquidating  account  will  require  $25  million  in  1995  for  operating 
insufficiencies.   Also,  it  is  estimated  that  authority  to  borrow  of  $120  million  in  1995  will  be 
used  to  pay  for  claims  with  debentures. 

APPROPRIATIONS 

ESTIMATED 
CUMULATIVE       ACTUAL    ESTIMATE    ESTIMATE        CUMULATIVE 
9/30/92        1993       1994        1995  9/30/95 

(Dollars  in  Thousands) 

Credit  Reform i 

Program  Account I 

Administrative 189,000     187,000     192,252    197,470        765,722 

Credit  Subsidy 75,308     133,652     147,371    152,000        508,331 

Liquidating  Account 

Insufficiencies 1.207.153     500,000     46S.000     25,000      2.197.153 

Total 1,471,461      820,652      804,623     374,470      3,471,206 

Program  Subsidies.   Credit  Reform  requires  that  the  net  cost  to  the  Federal  Government  of 
any  direct  loan  or  loan  guarantee  activity  must  be  determined.   The  net  present  value  of  that 
cost  (the  Federal  credit  subsidy)  must  be  made  available  by  appropriations  and  placed  in  reserve 
to  cover  the  future  anticipated  costs.  Cash  flow  projections  developed  by  Price  Waterhouse  along 
with  actual  data  from  1992,  1993,  and,  as  it  accrues,  from  subsequent  years,  are  used  to  estimate 
the  subsidy  requirements  for  various  single  and  multifamily  programs  as  well  as  Title  I 
manufactured  loans  and  home  improvements. 
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DEPARTMENT  07  BOOSING  AND  URBAM  DEVELOPMENT 
BOOSING 


SECTION  B  PROPERTY  DISPOSITION 
(MANDATORY  PROGRAM) 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

E8TIMATB 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousand*) 


$733,425         +1733,425 
8,671  +8,(71 

5,877  +5,877 


Budget  Authority HA         HA 

Onlt  Ress rvatlone HA         HA 

Budget  Outlays NA  HA 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  Department  is  requesting  authorising  legislation  which  would  establish  a  Mandatory 
account  for  Section  8  property  disposition  assistance  in  1995.   Ths  Budget  estimataa  that 
$733.4  million  in  mandatory  budget  authority  would  result,  reflecting  assistance  to  8,671  unita. 
The  assistance  in  thia  mandatory  account  will  be  dedicated  to  thoae  projects  with  ncrtgage 
insurance  coamitted  prior  to  fiscal  year  1992,  which  are  in  the  rHA  General  Insurance/Special 
Risk  Insurance  liquidating  account. 

2.  PURPOSE  OP  BUDGET  PROPOSAL 

Thia  proposal  constructs  a  workable  budgetary  framework  for  properly  recording  and 
scoring  subsidy  coats  associated  with  the  disposition  of  properties  in  rHA 'a  mult if amily  property 
disposition  pipeline. 

Under  current  legislation,  Section  8  property  disposition  budget  authority  and  outlays 
are  discretionary  in  character.   By  limiting  appropriations  for  this  purpose,  the  number  of 
properties  that  are  sold  from  the  rHA  GI/SRI  fund  inventory  are  limited.   Becauaa  of  statutory 
mandates,  the  property  Bust  either  be  sold  with  Section  8  assistance  or,  if  such  assistance  is 
not  available,  retained  in  the  inventory.   The  lack  of  Section  8  assistance  has  caused  many 
properties  to  remain  in  the  inventory,  incurring  expenses  in  the  mandatory  category  of  the 
budget.   The  proposal  to  Include  Section  8  FD  in  this  category  reflects  the  fact  that  mandatory 
budget  authority  and  outlaya  are  the  inevitable  reault,  even  under  current  legislation. 

The  current  approach,  which  reliea  on  appropriationa,  restricts  the  orderly  liquidation 
of  the  rHA  property  disposition  pipeline.   Uider  curent  law,  subsidy  requirements  apply  to 
projects  sold  at  foreclosure  or  after  acquisition  by  BUD.   Projects  which  should  move  from  the 
assigned  mortgage  inventory,  be  forecloaed  upon  and  Bold  to  third  parties  or  come  into  the 
acquired  property  inventory,  and  be  aold  out  of  the  acquired  property  inventory,  are  languishing, 
continuing  to  incur  costs  to  the  rHA  rund.   The  lack  of  sufficient  Section  8  property  disposition 
discretionary  budget  authority  blocks  both  foreclosures  and  property  aales. 

In  addition  to  the  holding  coats  incurred  by  rBA,  these  delaya  have  adverse  effects  on 
tenants  and  neighborhoods,  and  lead  to  deterioration  of  properties. 

3.  SECTION  8  vs.  rHA  COSTS 

The  Department 'a  analysis  is  that  costs  absorbed  by  the  Government  are  higher  if  rHA 
holds  the  project  in  inventory. 

HUD'b  cost  comparison  analysis  is  based  on  a  review  of  actual  experience  with  65 
subsidized  and  uneubaidized  projects  sold  in  the  fiscal  year  1991  -  fiscal  year  1993  period. 
There  were  a  total  of  10,052  unita  included  in  the  review.   The  projects  had  both  rHA  holding 
costs  and  Section  8  PD  costs  associated  with  them  over  that  period. 
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The  analysis  showed  that,  on  a  comparable  basis,  per-unit-per-day  costs  associated  with 
the  65  projects  were  as  follows! 

Dally  Per  Onlt  Costs 

Subsidized  Pnsubsldlzed 

Projects 23  *2 

Units 2.914  7'138 

FHA  Costs  I 

Holding  Costs  $14.19  »«-60 

Sales  Proceeds  Foregone .90  2. IS 

Repair  Costs _21Sk                                                ^2 

Total,  FHA  Costs   17.90  9.08 

Sec.  8  PD  Costs 9.41  2-68 

Daily  Per  Unit  Difference +8.49  +6.40 

Annualized  Difference  $9.0  million  $16.7  million 

The  conclusion  from  this  analysis  is  that,  for  the  10,052  units  analyzed,  it  would  cost 
the  Government  $25.7  million  more  per  year  to  hold  and  repair  properties  in  inventory  than  it 
would  to  sell  them  to  a  private  owner  and  provide  Section  8  assistance.   A  basic  standard  wast 
what  would  it  cost  FHA  to  repair  and  maintain  a  project  at  a  level  comparable  to  that  expected  of 
a  Section  8  assisted  purchaser?  The  costs  were  calculated  as  follows! 

Section  8  Costs.   Section  8  costs  are  based  on  the  daily  per  unit  costs  tot   a)  cover 
operating  expenses  (holding  costs),  after  deducting  the  tenants  portion  of  the  rent;  b) 
amortization  of  purchase  price;  and  c)  amortization  of  repair  costs.   The  analysis  assumed  that 
Section  8  would  contribute  74  percent  of  the  total  rent  each  year  and  outlays  would  increase 
4  percent  each  year. 

FHA  Costs.  FHA  costs  include t  a)  holding  costs  (net  operating  income  and  expenses) 
while  a  project  is  owned  by  HOD;  b)  sales  proceeds  foregone  by  FHA  (purchase  price  amortized 
over  15  years — same  as  Section  8);  and,  c)  repair  costs  (also  amortized  over  15  years). 

Other  Costs.   There  are  other  ancillary  FHA  costs  which  are  not  incorporated  into  this 
cost  comparison  that  would  push  overall  FHA  per  unit  costs  even  higher.   In  testimony  on  May  12, 
1993  before  a  subcommittee  of  the  House  Banking  Committee,  GAO  recommended  that  annual  holding 
costs  be  adjusted  to  include  the  interest  accrued  on  funds  borrowed  for  holding  costs  and  the 
interest  accrued  on  funds  borrowed  to  pay  claims  between  the  time  of  the  payment  to  the  mortgagee 
and  the  time  that  the  property  is  sold.   In  addition,  this  analysis  does  not  include  HOD  staff 
costs  associated  with  the  management  and  oversight  of  HOD-acqulred  properties. 

The  conclusion  is  that  it  is  more  cost  effective  for  the  Government  to  provide  Section  8 
PD  subsidies  and  return  properties  to  the  private  sector  than  to  hold,  repair  and  manage 
properties  in  the  FHA  inventory. 

In  fiscal  year  1995,  HUD  proposes  to  assist  8,671  units  out  of  a  total  of  25,461  units 
slated  to  be  sold. 

4.   DISPOSITION  STRATEGY 

The  Budget  proposes  an  orderly  consistent  approach  to  reducing  the  PD  pipeline  through 
fiscal  year  1999  (see  attachment  for  Property  Disposition  Pipeline  Summary).  The  objective  is  to 
reach  a  point  where  the  ending  Inventory  every  year  represents  only  those  projects  coming  into 
the  Inventory  during  a  given  fiscal  year.  This  is  considered  the  maximum  level  of  disposition 
efficiency.  The  summary  table  outlines  the  achievement  of  that  goal  in  fiscal  year  1999  when  the 
14,819  unit  ending  inventory  consists  of  the  14,819  units  expected  to  be  foreclosed/acquired 
during  that  year.   This  strategy  includes  the  sale  of  150,031  units  in  the  1994-1999  period. 
Total  assisted  units  will  amount  to  50,611  while  unassisted  units  sold  without  Section  8  PD  will 
amount  to  99,420. 
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Total  budget  authority  required  to  support  these  sales  over  the  1994-1999  period  is 
estimated  at  $4.5  billion  (including  $3.9  billion  between  1995  and  1999  under  the  proposed 
mandatory  account).   If  a  mandatory  account  is  not  established,  then  either  discretionary  budget 
authority  will  have  to  be  provided  for  this  $3.9  billion,  or  projects  will  accumulate  in 
inventory . 

5.   PROPERTY  DISPOSTIOH  LEGISLATIVE  REFORMS 

The  sales  objectives  incorporated  In  the  table  attached  assume  the  enactment  of  reforms 
to  the  statute  governing  property  disposition.   Section  203  of  the  Bousing  and  Community 
Development  Amendments  of  1978,  as  amended,  governs  PD  activity  and  currantlyi 

—  Establishes  preservation  goals  for  multifamily  rental  properties  owned  by  HUD  and 
for  certain  assigned  properties; 

—  Sets  forth  subsidy  requirements  for  units  being  sold  at  foreclosure  and  by  HUD; 

Classifies  projects  into  defined  subsidized  and  unsubsidized  categoriea  and 
differentiates  subsidy  requirements  for  each; 

Mandates  15-year  Section  8  project-based  subsidy  for  most  cases,  but  also  allows 
other  mechanisms  which  would  preserve  projects  for  low-  and  moderate-income  use  for 
15  years. 

HDD's  PD  reform  proposals  would  revise  subsidy  requirements.   HUD's  approach  is  designed 
to  preserve  the  great  majority  of  subsidized  units  and  to  protect  at  least  the  tenants  receiving 
project-baaed  assistance  in  subsidized  and  unsubsidized  properties.   Significant  flexibility 
would  be  allowed  in  the  disposition  of  unsubsidized  properties  and  additional  latitude  would  be 
provided  so  that  HUD  could  sell  properties  in  soft  markets,  arrange  to  dispose  of  properties  for 
other  than  rental  use,  and  work  with  localities  and  States  in  property  disposition.   Authority  to 
protect  very  low- income  tenants  would  be  provided.   Principal  features  of  the  proposed  reforms 
are  i 

In  projects  classified  as  subsidized  (or  formerly  subsidized),  at  least  the  units 
which  had  project-based  assistance  would  be  sold  with  15-year  Section  8  PD 
assistance.   The  remainder  of  units  would  be  sold  with  low-income  rent  restrictions 
for  15  years  in  Section  236,  202,  or  221(d)(5)  projects,  but  rent  restriction  would 
not  be  required  for  remaining  units  in  projects  defined  as  subsidized  by  virture  of 
the  fact  that  50  percent  of  the  units  had  received  Rent  Supplement,  Section  8  or 
Section  23  assistance. 

In  projects  classified  as  unsubsidized,  renewable  5-year  project-based  Section  8 
assistance  would  be  applied  only  to  those  units  which  had  received  project-based 
assistance  at  the  time  of  foreclosure.   Contracts  for  units  which  had  Loan 
Management  Set  Aside  would  be  renewable  only  up  to  the  point  that  there  is  a 
subsequent  change  in  tenants. 

These  PD  reforms  are  expected  to  generate  savings  to  the  FHA  Fund.   By  enacting  reforms, 
more  units  may  be  sold  with  a  given  amount  of  Section  8  Budget  Authority.   Consequently,  FHA 
holding  costs  will  be  lower.   These  savings  have  been  scored  in  the  FHA  GI/SRI  Liquidating 
account  as  a  one  time  savings  with  a  net  present  value  estimated  at  $520  million. 

The  budgetary  treatment  of  'loan  guarantee  modifications"  under  Credit  Reform,  is  to 
fund  the  savings  by  payment  from  the  GI/SRI  Financing  account  to  the  OI/SRI  Liquidating  account. 
This  puts  resources  on-budget  in  the  form  of  offsetting  collections  into  the  Liquidating  account 
to  reflect  all  of  the  savings  up-front  In  the  year  the  PD  reforms  are  enacted.   The  Liquidating 
account  will  repay  the  Financing  account  on  a  fixed  repayment  schedule,  with  interest,  from  the 
savings  from  reduced  holding  costs. 

If  these  reforms  are  not  enacted,  HUD  estimates  that  the  amount  of  budget  authority 
required  between  1994  and  1999  would  Increase  from  $4.5  billion  to  $6.3  billion  under  current 
law.   Of  this  additional  $1.8  billion,  the  budget  authority  needed  for  previously  unsubsidized 
units  In  unsubsidized  projects  would  be  discretionary. 
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6.  OFFSBTTIMG   SAVIHCS   —    SBCTIOH   8   fjS,   FBA  BXPBMDITORBS 

One  of  the  principal  features  of  the  mandatory  PD  proposal  is  that  it  is  PAYGO  neutral. 
The  new  mandatory  PD  account  would  be  scored  under  the  pay-as-you-go  PATOO  requirements  of  the 
Budget  Enf   :ement  Act.   That  is,  additional  expenditures  under  mandatory  accounts  arising  frost 
new  authorizing  legislation  must  be  offset  by  reductions  in  other  mandatory  spending. 

The  authorizing  legislation  creating  the  new  Section  8  Mandatory  PD  account  will  have  a 
dual  spending  effect ■   a)  it  will  create  new  mandatory  outlays  in  the  mandatory  PD  account)  and, 
b)  it  will  reduce  mandatory  outlays  which  would  otherwise  occur  in  the  FBA  gi/sri  Liquidating 
account . 

The  fiscal  year  1995  Budget  scores  at  least  a  dollar-for-dollar  offset  in  the  GI/SRI 
Liquidating  account  for  every  dollar  outlayed  in  the  mandatory  PD  account.   As  noted,  actual 
reductions  in  PHA  expenditures  are  likely  to  exceed  the  Section  8  expenditures. 

This  scoring  arrangement  recognizes  that  the  Federal  Government  is  going  to  have  to  pay 
to  preserve  these  units  as  decent,  safe,  sanitary  and  affordable  housing — one  way  (Section  8  PD) 
or  the  other  (FBA  incurred  costs).  This  proposal  will  reduce  overall  Federal  spending  to  support 
those  units.  Projects,  families,  neighborhoods  and  the  Federal  Government  will  be  the  ultimate 
beneficiaries  of  this  new  budget  scoring  treatment. 

7.  PROPERTY  DISPOSITION  PIPELINE 

The  following  table  shows  the  projected  trend  in  year-end  inventory  under  the 
Department's  property  disposition  proposals. 

PROPERTY    DISPOSITION    PIPELIKE    SPHHARY.    FY    1994-1999 


1994 


1995 


1996      1997     1998 
(Dollars  in  Millions) 


BODGE T  AUTHORITY  REQUIRED 
ASSISTED  OMITS  b/ 


$555.0  a/ 

$733.4 

$763.2    $858. 

1994 

1995 

1996      1997 
(Dnits) 

$858.2   $811.0   $778.7   $4,499.5 
1998     1999     Total 


Beginning  of  Year  Inventory 25,347  23,962  20,539  16,810  12,061  8,158  106,877 

Foreclosed/Acquired  in  Year 5,348              5,248          5,052  4,809  4,807  5,053          30,317 

Sold  in  Year (6.733)c/  (8,671)  (8.781)  (9.558)  (8.710)  (8,158)  (50.611) 

End  of  Year  Inventory 23,962  20,539  16,810  12,061  8,158  5,053    86,583 

PHASSISTED  OMITS  1994       1995      1996  1997  1998  1999     Total 

Beginning  of  Year  Inventory 50,590  48,795  42,207  34,160  23,810  15,579  215,141 

Foreclosed/Acquired  in  Year....  10,418  10,202    9,766  9,222  9,222  9,766    58,596 

Sold  in  Year (12.213)  (16.790)  (17.813)  (19.572)  (17.453)  (15.579)  (99,420) 

End  of  Year  Inventory 48,795  42,207  34,160  23,810  15,579  9,766  174,317 

TOTAL  OMITS  1994        1995      1996  1997  1998  1999     Total 

Beginning  of  Year  Inventory 75,937  72,757  62,746  50,970  35,871  23,737  322,018 

Foreclosed/Acquired  in  Year  d/.  15,766  15,450  14,818  14,031  14,029  14,819     88,913 

Sold  in  year  d/ (18.946)  (25.461)  (26.594)  (29.1301(26,1631(23.737)  (150.031) 

End  of  Year  Inventory 72,757  62,746  50,970  35,871  23,737  14,819  260,900 


a/  Discretionary  budget  authority  per  1994  Appropriations  Act. 

b/  Represents  units  sold  with  Section  8  Property  Disposition  assistance. 

c/   The  1994  Budget  estimate  was  5,325  units.   The  revised  estimate  is  that  6,733  assisted 

units  can  be  sold  with  1994  BA. 
d/  Includes  properties  sold  at  foreclosure  to  third  parties. 
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HOUSING 

BOUSING  FOR  THE  ELDERXY  OR  HANDICAPPED  PROGRAM 


PROGRAM  HIGHLIGHTS 


BUDGET       CURRENT  INCREASE  + 

ACTUAL      ESTIMATE      ESTIMATE     ESTIMATE  DECREASE  - 

1993        1994         1994        199S  1995  v  1994 

(Dollars  in  Thousands) 

Budget  Authority  (Enacted) i 
Supportive  Bousing 
for  the  Elderly $1,116,099    $630,465  $1,158,000    $150,000      -$1,008,000 

Supportive  Bousing 
for  the  Disabled 193,754    193,754.    387,000     387,000 

Service  Coordinators 15.438  15.855      47.000  a/  16.300  a/  -30.700 

Total,  Enacted 1,325,291  840,074  1,592,000  553,300  -1,038,700 

Transfers -11,811  ...         ...  ...  ... 

Carryover 395.032  ...       65.016  ...  -65.016 

Total  Avail.  Resources..  1,708,512  840,074  1,657,016  553,300  -1,103,716 

Budget  Authority  (Use)i 
Supportive  Housing 

for  the  Elderly 1,294,783    630,465   1,194,276  b/   150,000       -1,044,276 

Supportive  Bousing 
for  the  Disabled 346,174    193,754     398,052  c/  387,000  -11,051 

Service  Coordinators 2.539     15.855      64.688  a/   16.300  a/       -48,388 

Total,  Use 1,643,496    840,074   1,657,016     553,300       -1,103,716 

Unit  Reservations! 

Elderly 9,170  4,900  9,282  1,156  -8,126 

Disabled 2.535  1.500  3.086  2.915  -171 

Total,  Reservations 11,705  6,400  12,368  4,071  -8,297 

a/  Includes  activity  authorized  under  Section  811  of  the  Cranston-Gonzalez  National 

Affordable  Bousing  Act  of  1990  and  Sections  674  and  676  of  the  Bousing  and  Community 
Development  Act  of  1992. 

b/  Includes  $36.3  million  of  carryover  funding  from  1993. 

c/  Includes  $11.1  million  of  carryover  funding  from  1993. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  1995  Budget  requests  $553.3  million  within  the  Annual  Contributions  account  for 
housing  for  the  elderly  and  disabled.   Of  this  amount,  $150  million  will  support  new 
construction/substantial  rehabilitation  capital  grants  and  rental  assistance  for  1,156  elderly 
units,  $387  million  will  support  new  construction/substantial  rehabilitation  capital  grants  and 
rental  assistance  for  2,915  disabled  units,  and  $16.3  million  is  for  service  coordinators  in 
Section  202,  Section  8,  and  Section  221(d)  and  236  projects.   Of  the  amounts  made  available  for 
grants  and  rental  assistance,  an  estimated  $2  million  will  be  used  for  advertising  and  inspection 
fees. 
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The  Budget  reflects  the  termination  of  the  direct  loan  program  In  favor  of  the 
supportive  housing  program  for  the  elderly  and  disabled  authorized  under  Sections  202  (as 
amended)  and  Bll  of  the  Cranston-Gonzalez  National  Affordable  Bousing  Act  of  1990.   The  1992 
Appropriations  Act  permitted  the  conversion  of  projects  in  the  direct  loan  pipeline  to  begin  on 
January  1,  1992.  All  of  the  projects  were  converted  In  fiscal  year  1992. 

2.  CHANGES    FROM    1993    ESTIMATES 

Estimates  in  the  1994  Budget  for  fiscal  year  1993  assumed  that  $1.7  billion  would  be 
reserved  in  support  of  approximately  11,587  units  for  the  elderly  and  disabled.   Actual  activity 
involved  11,705  units  receiving  fund  reservations — amounting  to  $1.6  billion  in  capital  grants 
and  rental  assistance.   Of  the  $20.2  million  available  for  service  coordinators,  $2.5  million  was 
reserved. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  requested  $630.5  million  for  development  and  operating  assistance  for 
4,900  elderly  units.   Appropriations  also  were  requested  under  the  Annual  Contributions  account 
for  $193. 8  million  for  construction  costs  and  rental  assistance  for  1,500  disabled  units,  and 
$1S.9  million  for  service  coordinators. 

Based  on  appropriations  and  carryover  for  1994,  approximately  $1.2  billion  of  budget 
authority  will  be  used  to  support  approximately  9,282  units  of  capital  grants  and  rental 
assistance  for  the  elderly.  Another  $398.1  million  is  estimated  to  support  capital  grants  and 
rental  assistance  requirements  for  3,086  disabled  units.  Of  the  amounts  made  available  for 
grants  and  rental  assistance,  an  estimated  $2  million  will  be  used  for  advertising  and  inspection 
fees.   These  estimates  are  subject  to  change  pending 'actual  reservation  requirements  (reflecting 
local  conditions)  Identified  at  the  end  of  the  fiscal  year.   A  total  of  $64.7  Billion  will  be 
available  for  service  coordinators  in  1994.   This  Increase  from  the  budget  estimate  of 
$15.9  million  reflects  appropriations  of  $22  million  for  Section  202  service  coordinators, 
carryover  of  $17.7  million,  and  a  $25  million  appropriation  for  service  coordinator  activity 
authorized  under  Sections  674  ($15  million)  and  676  ($10  million)  of  the  Bousing  and  Community 
Development  Act  of  1992  (P.L.  102-S50). 

The  elderly  unit  estimate  includes  100  units  to  be  reserved  under  the  Elder  Cottage 
Bousing  Opportunities  demonstration  program  (ECHO)  authorized  by  Section  806  of  the  Cranston- 
Gonzalez  Rational  Affordable  Bousing  Act  of  1990  and  amended  by  Section  602(d)  of  the  Bousing  and 
Community  Development  Act  of  1992.   The  ECHO  program  provides  for  nonprofit  owners  to  place 
small,  self-contained,  energy  efficient  and  removable  dwelling  units  adjacent  to  the  existing 
home  of  a  friend  or  relative  of  an  eligible  elderly  person. 

EXPLANATION  OF  INCREASES  AMP  DECREASES 

For  1995,  the  Department  is  proposing  $150  million  for  supportive  housing  for  the  elderly, 
$387  million  for  supportive  housing  for  the  disabled,  and  $16.3  million  for  service  coordinators. 

The  1995  request  represents  a  substantial  decrease  from  1994  enacted  levels — 4,071  units  as 
compared  with  a  1994  level  of  12,368  units.   However,  the  Department  estimates  that  23,600 
additional  units  will  go  under  payment  by  the  end  of  fiscal  year  1995.   In  addition,  the  decrease 
in  the  1995  level  will  be  mitigated  to  some  extent  because  oft 

—  HOD  efforts  to  increase  housing  alternative  for  physically  and  mentally  disabled  tenants 
In  the  private  market) 

—  the  BONE  program  which  is  specifically  designed  to  give  local  communities  the 
flexibility  to  meet  pressing  housing  needs— including  those  of  the  elderly  population; 

~  the  fact  that  increases  in  the  worst  case  housing  need  of  the  past  decade  have  not 
occurred  In  elderly  households;  and 

—  the  fact  that  the  elderly  are  most  likely  to  have  rent  burden  as  their  only  bousing 
need — a  need  which  HUD's  Section  6  rental  assistance  program  is  well  designed  to  meet. 
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PROGRAM  DESCRIPTION 

The  Supportive  Housing  Capital  Grants  Program.   The  Capital  Grants  program  was  authorized  by 
Section  801  and  Section  811  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act  to  provide 
eligible  private  non-profit  organizations  with  capital  grants  to  provide  housing  for  very  low- 
income  elderly  or  disabled  individuals.   The  capital  grants  will  be  used  to  finance  the 
acquisition,  acquisition  and  moderate  rehabilitation,  construction,  reconstruction,  or 
rehabilitation  of  housing  intended  for  use  as  supportive  housing  for  elderly  persons  or  persons 
with  disabilities.   Supportive  housing  meets  the  special  physical  needs  of  elderly  or  disabled 
Individuals  and  accommodates  the  provision  of  supportive  services  for  elderly  persons  and  persons 
with  disabilities. 

Service  Coordinators.   Section  808  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act 
authorized  the  use  of  Service  Coordinators  within  existing  projects  for  the  elderly  or  frail 
elderly.   Section  674  and  676  of  the  Housing  and  Community  Development  Act  of  1992  expanded  the 
universe  of  projects  eligible  to  receive  service  coordinator  assistance  by  authorizing  funding 
for  service  coordinators  in  Section  8  and  Section  221(d)  and  236  projects.   The  purpose  of  the 
service  coordinator  program  is  to  enable  residents  who  are  elderly,  especially  those  who  are 
frail  or  handicapped,  to  live  independently  and  prevent  placement  in  housing,  homes  or 
institutions.   Services  provided  include  meal  services,  housekeeping  and  chore  assistance, 
personal  care,  laundry  assistance,  transportation  services,  and  health  related  services. 

The  Direct  Loan  Program.   The  Housing  for  the  Elderly  or  Handicapped  Direct  Loan  program  was 
authorized  by  Section  202  of  the  Housing  Act  of  19S9,  as  amended.   The  program  provided  direct 
loans  to  nonprofit  organizations  sponsoring  the  construction  and  management  of  rental  housing  for 
the  elderly  or  handicapped.   The  Section  202  program  was  revised  by  Section  210  of  the  Housing 
and  Community  Development  Act  of  1974  and  the  Housing  and  Community  Development  (HCD)  Act  of 
1987. 

These  projects  also  receive  Section  8  or  handicapped  program  subsidies  to  enable  low-income 
household*  to  afford  the  rents  in  these  projects. 

The  1992  VA,  HUD- Independent  Agencies  Appropriations  Act  (P. L. 102-139)  provided  language  to 
enable  the  conversion  of  Section  202  direct  loan  projects  to  the  Capital  Grants  program  starting 
January  1,  1992.   All  of  the  projects  were  converted  in  fiscal  year  1992. 

CURRENT  INCREASE  + 

ESTIMATE  ESTIMATE  DECREASE  - 

1994       1995  1995  vs  1994 
(Dollars  in  Thousands) 

Section  202  Loan  Program! 

Budget  Authority 

Outlays 

PROGRAM  ACTIVITY 

Any  remaining  activity  for  the  loan  program  includes  amendments  for  projects  reaching  final 
endorsement,  payment  of  interest  and  repayment  of  borrowing  to  Treasury,  and  management  of  the 
loan  portfolio. 


BUDGET 

ACTUAL 

ESTIMATE 

1993 

1994 

$136,716 

$7,601 

$36,830 

-$36,830 

117,219 

7,440 

139,491 

$23,830 

-115,661 
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HOUSING 

CONGREGATE  SERVICES  PROGRAM 


PROGRAM  HIGHLIGHTS 


ACTUAL 
1993 

Budget  Authority 
Appropriation $21,000 

Obligations 19,152 

Budget  Outlays 5,401 

SUMHARY  OF  BUDGET  ESTIMATES 


BUDGET 

ESTIMATE 

1994 


CURRENT  INCREASE  + 

ENACTED   ESTIMATE   ESTIMATE   DECREASE  - 
1994      1994      1995    1995  vs  1994 


(Dollars  in  Thousands) 

$6,267    $25,000    $25,000    $6,267  -$18,733 

6,267        BA     44,880     6,267  -38,613 

$6,000        NA     11,000    16,000  +5,000 


1.  SUMMARY  OF  BUDGET  REQUEST 

An  appropriation  for  $6.3  million  is  requested  in  1995  to  extend  the  S3  Congregate 
Services  contracts  of  the  original  demonstration  program  for  an  additional  12  months.   This 
request  is  $18.7  million  less  than  the  1994  enacted  amount,  because  no  additional  funding  is 
being  requested  for  the  revised  Congregate  Services  program.   Other  funding  mechanisms  exist 
which  can  be  utilized  to  provide  similar  services  to  elderly  and  handicapped  persons  such  as  the 
CDBG  Block  Grant  program,  and  the  Elderly  Service  Coordinator  program.   The  need  for  these 
services  can  be  prioritized  at  the  State  and  local  level  and  appropriate  resources  can  be  brought 
to  bear  in  individual  circumstances. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  projected  1993  outlays  at  $6  million.  Actual  outlays  were  $5.4  million. 
The  decrease  was  due  to  grantees  submitting  their  requests  for  payment  at  a  slower  than 
anticipated  rate. 

3.  CHANGES    FROM   1994    BUDGET  ESTIMATES 

Although  the  1994  Budget  proposed  no  funding  for  the  program,  the  1993  Appropriations 
Act  provided  $25  million  to  expand  the  revised  Congregate  Services  program,  authorized  in  the 
Cranston-Gonzalez  National  Affordable  Housing  Act  of  1990,  and  to  extend  grants  that  would 
otherwise  expire  in  1994.   Of  the  appropriated  amount,  $6.3  million  is  earmarked  for  the 
extension  of  existing  contracts. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  $6.3  million  proposed  appropriation  reflects  extension  of  the  original  53  contracts  for 
an  additional  12  months.  No  funding  is  proposed  for  new  contracts  in  1995.  Outlays  are 
estimated  to  increase  in  1995,  primarily  because  of  higher  obligations  of  funds  appropriated  in 
1993  and  1994. 

PROGRAM  DESCRIPTION 

The  Congregate  Bousing  Services  program  was  authorised  by  the  Bousing  and  Community 
Development  Amendments  of  1978  to  provide  3-  to  5-year  contracts  to  fund  services  for  eligible 
residents  of  Public  Housing  and  Section  202  Bousing  for  the  Elderly  or  Handicapped  projects.   The 
Intent  was  to  avoid  costly  and  premature  or  unnecessary  institutionalization  of  individuals  and 
to  reduce  Government  outlays  for  institutional  care. 

The  services  provided  are  limited  to  those  that  are  not  currently  available  in  each  area. 
HUD  requires  at  least  one  full  meal  a  day  7  days  a  weak  and  a  service  coordinator  in  all 
projects.  Housekeeping,  personal  assistance  and  other  services  dewiwrt  essential  for  individuals 
to  maintain  semi- independent  living  also  are  eligible  for  funding. 

PROGRAM  ACTrVTTt 

Ninety-two  projects  are  currently  participating  in  the  program,  providing  services  to  3,000 
residents . 
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750 

3,100 

♦2,350 

12,000 

550,000 

+538,000 

12,000 

50,000 

♦30,000 

6,514 

9,540 

+3,034 

DEPARTMENT  Or  HOUSING  AMD  URBAN  DEVELOPMENT 

BOOSING 

HOUSING  COUNSELING  ASSISTANCE 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT 

ACTUAL   ESTIMATE   ENACTED   ESTIMATE   ESTIMATE    DECREASE  - 
1993      1994      1994      1994      1995     1995  va  1994 
(Dollars  In  Thousands ) 

Program  Level 
HUD- approved  counseling 
agencies 600      575        na       750     3,100       +2,350 

Number  of  counseling 
agancias  fundad  in  yaar..  39C       ... 

Obllgatlona »5,740 

Appropriations  (Budqat  Authority)! 

Inactad  or  proposed (,025       ...   $12,1 

Budget  Outlays 5,787    $6,052 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  Or  BUDGET  REQUEST 

Tha  Budget  requeats  an  appropriation  of  $50  Billion  in  1995  to  fund  a  new  ■Ceasninity 
Outreach  and  Neighborhood  Revitalization  Counaaling*  program.   This  proposal  require*  enactment 
of  authoriaing  legislation  to  expand  tha  acopa  of  activities  presently  fundad  under  the 
Section  106  counaaling  program*.   Tha  expanded  program  would  emphasize  community  outreach  and 
advocacy  activitiea  which  would  promote  greatar  acceas  to  mortgage  credit  for  low-  and  moderate- 
lncoaa  household*. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  Department  funded  396  counaaling  aganciee  in  1993,  which  was  21  more  than  the 
estimate  in  the  1994  Budget.   The  increaae  in  the  number  of  agencies  funded  reflects  a  smaller 
average  grant  per  recipient  than  provided  previously.   Thia  funding  will  provide  a  variety  of 
counseling  services  to  clients.   Actual  outlays  of  $5.8  million  were  $1  million  leaa  than  the 
eetimata. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Appropriation!!  Act  provided  $12  million  for  housing  counseling  services.   Of 
this  amount,  tha  Department  intends  to  allocate  $9,259  thousand  to  fund  ongoing  counseling 
activities  under  the  Section  106(a)  Counseling  Services;  $277  thousand  to  fund  Section  106(c), 
Emergency  Homeowner ship  counseling  programs,  which  includea  funding  to  continue  providing  the 
operating  costs  for  the  toll-free  telephone  service)  $380  thousand  for  the  Section  106(d), 
Prepurchaae  and  Foreclosure- Prevent ion  Demonstration;  and  $2,084  thousand  to  fund  activities 
under  Section  106(e)  and  (f),  Counaaling  Certification  and  Training. 

EXPLANATION  Or  INCREASES  AND  DECREASES 

The  increaaes  in  fiscal  year  1995  reflect  the  new  Community  Outreach  and  Neighborhood 
Revitalization  Counaaling  initiative.   Alao,  outlays  will  increaae  because  of  the  higher 
obligated  balance  available  for  disbursement  at  the  start  of  1995. 
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Bousing  Counseling  Assistance 

PROGRAM  DESCRIPTIOH 

The  expanded  Counseling  proposal  for  1995  is  designed  to  complement  the  national  Performance 
Review's  recommendations  to  make  FHA  mortgage  assistance  available  on  special  terms  to  low-  and 
moderate- income  homebuyere  in  revitalization  areas.   It  is  part  of  the  effort  to  moke  HUD  more  of 
s  partner  in  local  and  neighborhood  efforts  to  generate  iconfir  lift  and  promote  urban  rebirth. 
This  effort  requires  a  more  proactive  approach  to  reach  oat  to  prospective  homeowners  and  the 
mortgage  lending  community  to  stimulate  creative  locality  baaed  solutions  to  low  and  moderate 
income  mortgage  finance. 

The  Bousing  and  Community  Development  Act  of  1992,  in  recognition  of  the  importance  of 
prepurchaae  counseling  to  first-time  and  moderate- income  nomebuyers,  places  additional  emphasis 
on  Federal  financial  support  of  counseling  for  prospective  borrowers  with  little  equity  available 
for  purchase.  Additional  counseling  dollars  will  be  focused  on  this  target  population. 

Following  ore  descriptions  of  currently  authorized  activities  which  would  be  consolidated 
under  the  expanded  Section  106  program  in  I995i 

Housing  Counseling  Services.   Section  106(a) ( 1 )( iii)  and  Section  106(a)(2)  of  the  Bousing 
and  Urban  Development  Act  of  1968,  as  amended,  authorize  a  broad  range  of  counseling  services  to 
tenants  and  homeowners.   Based  on  Section  106(a),  the  Department  certifies  and/or  recertified 
local  public  and  private  nonprofit  agencies  which  provide  HDD-approved  counseling  assistance. 
The  Secretary  is  authorized  to  provide  and/or  contract  with  public  or  private  organizations  to 
provide  information,  advice,  and  technical  assistance.  This  may  include  counseling  and  advice  to 
tenants  and  homeowners  concerning  property  maintenance,  financial  management  and  other 
appropriate  matters  to  assist  them  in  improving  their  bousing  conditions  and  in  meeting  their 
homeownership  responsibilities. 

Local  public  and  private  nonprofit  agencies  apply  to  BOD  to  become  approved  counseling 
agencies.  Organizations  have  received  grants  to  provide  comprehensive  housing  counseling 
services  including  default  counseling  for  homeowners,  prepurchase  counseling  for  prospective 
homeowners  and  preoccupancy,  delinquency  and  displacement  counseling  for  renters. 

Emergency  Homeownership  Counseling.   The  Bousing  and  Community  Development  Act  of  1987,  as 
amended  by  the  Cranston-Gonzalez  National  Affordable  mousing  Act,  added  Section  106(c)  to  the 
1968  Act,  authorizing  the  Emergency  Homeownership  Counseling  program.   This  legislation  also 
authorizes  grant  assistance  to  nonprofit  agencies  to  provide  counsel Ing  assistance  to  homeowners. 
Section  106(c)(5)  also  requires  the  creditor  of  a  delinquent  home  loan  to  notify  an  eligible 
homeowner  of  the  availability  of  homeownership  counseling. 

Prepurchase  and  Foreclosure- Prevention  Counseling.  The  Cranston-Gonzalez  national 
Affordable  Bousing  Act  added  Section  106(d)  to  the  1968  Act,  authorizing  a  Prepurchase  and 
Foreclosure- Prevention  Demonstration.   Onder  this  legislation,  the  Department  is  authorized  to 
moke  grants  to  nonprofit  agencies  for  prepurchase  counseling  services  to  bomebuyers  and 
foreclosure-prevention  counseling  services  to  homeowners  with  FBA-inaured  mortgages  in  targeted 
metropolitan  areas. 

Counseling  Certification  and  Training  Program.  The  Boosing  and  Community  Development  Act  of 
1992  further  amended  the  1968  Act  by  authorizing  a  counseling  certification  and  training  program 
(Subsections  106(e)  and  (£)). 

PROGRAM  ACTIVITY 

There  are  currently  600  8UD- approved  counseling  agencies  throughout  the  United  States.   The 
Department  provided  grants  to  396  counseling  agencies  in  1993  and  currently  assumes  funding  of 
750  agencies  in  1994. 
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man 

MANUFACTURED  BOMB  INSPECTION  AND  MONITORING  PROGRAM 


ACTUAL 
1993 

BUDGET 

ESTIMATE 

1994 

CURRENT 

ESTIMATE 

1994 

ESTIMATE 
1995 

INCREASE  + 

DECREASE  - 

1995  vs  1994 

(Dollars  in 

Thousand* ) 

36 
245,854 
355,658 

35 
187,000 
279,000 

36 

240,000 
350,000 

36 
240,000 
350,000 

'.'.'. 

$8,895 

$6,700 

$8,400 

$8,400 

... 

8,218 

6,900 

7,847 

7,971 

+$124 

7,626 

6,900 

7,920 

7,946 

+26 

PROGRAM  HIGHLIGHTS 


Program  Levels 

State  Plans  Approved 

Manufactured  Bones  produced... 
Transportable  units  produced.. 

Budget  Authority 
Permanent,  indefinite 
appropriation 

Obligations 

Budget  Outlays 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

There  is  no  appropriation  request  for  this  program.   Pees  totaling  $8.4  million  are 
estimated  to  be  collected  in  1995  from  manufactured  home  producers  based  upon  the  production  of 
240,000  manufactured  homes  and  350,000  transportable  units.   The  fee  charge  is  $24  per 
transportable  unit  produced.   The  fee  collections,  which  are  a  permanent,  indefinite 
appropriation,  are  used  tot   (1)  cover  the  contractual  costs  of  inspecting  and  monitoring  the 
manufacturers'  quality  control  procedures)  (2)  make  payments  to  the  States  for  the  costs  of 
investigating  purchaser  complaints;  and  (3)  cover  the  Department's  direct  administrative  expenses 
for  those  staff  having  inspection  related  responsibilities.   Payment  for  this  latter  item  is  made 
through  a  transfer  to  the  "Salaries  and  Expenses,  BUD*  account. 

2.  CHAMPS  PROM  1993  ESTIMATES  INCLUDED  IS  1994  BUDGET 

A  total  of  245,854  manufactured  homes  and  355,658  transportable  units  were  produced  in 
fiscal  year  1993  compared  to  the  1994  Budget  estimates  for  1993  of  187,000  and  279,000 
respectively.   The  increased  production  may  be  attributable  to  improved  economic  conditions 
resulting  in  more  demand  for  homeownersbip,  particularly  first-time  home  buyers. 

Budget  authority  (fees  collected)  totaling  $8,895  thousand  and  obligations  of 
$8,218  thousand  were  more  than  the  1993  estimates  of  $6,700  thousand  and  $6,900  thousand, 
respectively,  as  a  result  of  the  higher  number  of  manufactured  homes  produced. 

3.  CHANGES  PROM  1994  BUDGET  ESTIMATES 

The  current  estimates  of  manufactured  homes  and  transportable  units  to  be  produced  in 
1994  are  increased  from  those  included  in  the  1994  Budget.   Manufactured  homes  produced  axe  now 
estimated  at  240,000  and  transportable  units  at  350,000  baaed  on  actual  1993  activity  which 
reflects  an  increase  in  the  production  of  manufactured  housing.   Pee  collections  and  obligations 
are  projected  to  increase  as  a  result  of  the  expected  increase  in  production. 

EXPLANATION  OP  INCREASES  AND  DBCREASES 

The  production  of  manufactured  homes  and  transportable  units  is  projected  to  remain  at  the 
estimated  1994  level.   Obligations  and  outlays  are  expected  to  increase  slightly  in  1995. 
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PROGRAM  DESCRIPTION 


The  Rational  Manufactured  Bouaing  Construction  and  Safety  Standard*  act  of  1*74,  aa  — dad 
by  the  Bouaing  and  Community  Development  Amendments  of  1979,  and  the  Bouaing  and  Community 
Development  Act  of  1980,  authorised  the  Manufactured  Boaa  Inspection  and  Monitoring  Program. 
Under  the  act,  the  Secretary  la  directed  to  eatabllah  appropriate  Federal  manufactured  home 
construction  and  safety  standards  for  the  construction,  design,  and  performance  of  manufactured 
homos  which  aeet  the  needs  of  the  public,  including  the  need  for  quality,  durability,  and  safety. 
The  initial  Construction  and  Safety  Standards  act  took  effect  June  IS,  1976.  all  manufactured 
homos  produced  aince  then  must  comply  with  Federal  manufactured  home  construction  and  safety 
s  t  andards . 

A  fee  of  $24  per  transportable  unit  is  charged  to  the  producers  to  cover  the  coat  of 
inspections  required  under  the  Act.  A  single-wide  manufactured  home  is  comprised  of  one 
transportable  unit,  whereas  a  multi-wide  home  is  comprised  of  two  or  three  transportable  unite. 
Therefore,  single-wide  units  are  charged  $24,  double-wide  unite  are  be  charged  $48  and  triple- 
wide  units  are  charged  $72.   BOD  estimates  that  about  47  percent  of  the  units  produced  will  be 
multi-wide.   In  1980,  a  permanent,  indefinite  appropriation  account  was  established  for 
depositing  the  fees. 

Since  the  start  of  the  program,  HUB'S  contract  agent,  the  Bational  Conference  of  States  on 
Building  Codes  and  Standards  (HCSBCS>,  haa  monitored  the  performance  of  various  inspection 
agencies  approved  under  the  program. 

Activities  authorised  by  the  Act  include  the  following i 

1.  Establishment  of  Standards.   Under  the  Act,  the  Secretary  is  directed  to  establish 
appropriate  Federal  manufactured  home  standards  for  the  construction,  design,  and  performance  of 
manufactured  homes  which  meet  the  needs  of  the  public,  including  quality,  durability,  and  safety. 
The  Act  defines  a  manufactured  home  aa  a  transportable  structure  that  haa  plumbing,  heating,  air 
conditioning  and  electrical  systems  and  which  in  the  'traveling  mode'  la  eight  feet  or  more  in 
width  or  40  feet  or  more  in  length,  or  when  erected,  is  320  or  more  square  feet. 

2.  national  Manufactured  Home  Advisory  Council.   Section  SOS  of  the  Bouaing  and  Community 
Development  Act  of  1974,  created  a  2 4 -member  Advisory  Council  which  consults  with  the  Secretary 
on  manufactured  home  construction  and  safety  standards.   This  Council  meets  as  necessary  to 
review  and  comment  on  the  issuance  and/or  modification  of  proposed  standards. 

3.  Enforcement  of  Standards.  The  BUD  staff  required  to  monitor  the  program  la  paid  for 
from  fees  collected  in  this  Fund  and  from  the  -Salaries  and  Expenses'  appropriation,  and  la 
explained  under  'Administrative  Expenses,  Bousing*  in  these  Justifications.   Enforcement  of 
regulations  covering  the  design  and  construction  of  manufactured  momma  is  accomplished  mainly  by 
third-party  primary  inspection  agencies.   These  agencies  are  approved  by  BUD  and  their 
performance  is  monitored  by  BUD  and/or  an  agent  of  BOD.   BOD  baa  the  overall  responsibility  to 
ensure  that  its  contract  agents  and  primary  inspection  agents  perform  properly.  Some  primary 
inspection  agents  are  private  while  others  are  State  agencies. 

Enforcement  of  regulations  is  accomplished  primarily  by  State  agencies  under  BUD- 
approved  enforcement  plans.  Performance  by  approved  State  agencies  la  monitored  directly  by  BUD 
staff.   The  inspection  fees  charged  manufacturers  are  primarily  used  to  support  the  coat  of 
ensuring  that  inspection  agencies  adequately  enforce  the  Federal  standards. 

The  Department  encourages  State  agencies  to  participate  In  enforcing  the  program.   Under 
the  Act,  State  agencies  are  authorized  to  carry  oat  the  enforcement  responsibilities  of  the  Act 
provided  that  they  demonstrate  their  willingness  and  capacity  to  assure  effective  compliance 
within  thair  jurisdictions.  State  compliance  plana  are  required  to  be  reviewed  by  the 
Department,  and  the  Secretary  la  required  to  report  to  the  Congress  on  the  effectiveness  of  State 
enforcement  programs. 
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4.   Boncompllance  with  Standard*.   Title  VI  of  the  1974  Act  requires  that  every  company  that 
buildi  manufactured  homes  provide  BOD  with  the  plana  for  each  model  produced.   The  manufacturer 
ia  also  required  to  iaaue  a  certification  that  each  unit  built  meeta  the  Federal  atandarda  in 
effect  at  the  time  of  production.   If  the  Department  determines  that  any  manufactured  home  doee 
not  comply  with  atandarda  eatabliehad  purauant  to  the  Act  or  contain*  a  defect  constituting  a 
significant  safety  hazard,  it  say  require  tha  producer  to  notify  the  purchaaar  of  the 
manufactured  home  of  tha  defect.   In  certain  cases,  BUD  may  require  repair,  replacement  or  refund 
of  tha  prioa  of  tha  daf active  unit (a). 

Tha  Act  also  providea  tha  Secretary  with  broad  enforcement  powers  to  ensure  compliance 
with  tha  Padaral  atandarda,  including  tha  right  to  subpoena  witnesses  and  to  carry  out  on-site 
inspections  of  manufactured  home  production  facilities.   Criminal  and  civil  penalties  are 
provided  for  certain  violationa  of  tha  Act. 

PROGRAM   ACTIVITY 

Currently,  36  Stataa  have  had  their  8tata  Administrative  Agencies  approved  for  participation 
in  tha  program.   Also,  30  Primary  Inspection  Agencies  (14  private  and  16  State)  are  approved  aa 
qualified  to  serve  ae  a  Design  Approval  Primary  Inspection  Agency  and/or  Production  Inspection 
Primary  Inspection  Agency. 

In  addition  to  inspection  activitiae  supported  directly  by  fee  income,  tha  Department  haa 
sponsored  research,  aa  needed,  relating  to  manufactured  home  construction  and  eafety  atandarda 
which  ia  funded  from  the  Department  'e  Research  and  Technology  appropriation. 

STATU  8  OF  FUWP8 

Tha  following  table  providea  tha  currant  atatua  of  tha  fa*  account  and  tha  estimated 
obllgationai 


Financing i 

Unobligated  balance,  start  of  year 

Fee  Income 

Total  Available 

Obllgationai 

Payment  to  State  Agenciea 

NCSBCS  Monitoring  Contract 

Administrative  Ixpenses  (Sal  Transfer). 
Total  Obligationa 

Unobligated  balance,  end  of  year  


ACTUAL 

ISTIMATI 

ISTIMATI 

1993 

1994 

1995 

(Dollars  in  Thousands) 

52,845 

83,523 

$4,075 

8,895 

8.400 

8.400 

11,740 

11,923 

12,475 

4,118 

3,562 

3,562 

3,198 

3,300 

3,400 

902 

985 

1.009 

8,218 

7,847 

7,971 
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DEPARTMBHT  OP  MOUSUW  AMD  UKBAH  DEVELOPMENT 
H008IBC 

INTERSTATE  LAXD  SALES 

PROGRAM  HIGHLIGHTS 

BUDGET  CURREBT                IHCREASB  + 

ACTUAL   ESTIMATE  ESTIKATE   ESTIMATE    DBCREASB  - 

1993     1994  1994      1995     1995  vs  1994 
(Dollars  In  Thousands) 
Program  lavtl 

■unbar  of  Piling  Actions 1,458   1,700  1,700      1,700 

Budget  Authority 
Peas  (Permanent,  Indefinite 
Appropriation) (391    $550      $550       $550 

Budget  Outlays 419     S50       550        550 

80MMART  OP  BUDGET  16TIMATBS 

1.  SUMMARY  OP  BUDGET  REOOBST 

A  permanent,  indefinite  appropriation  is  ayailabls  baud  on  fees  collected  from  land 
developer*.  Pees  collected  for  registration  are  transferred  to  the  Department's  Salaries  and 
Expenses  account  to  help  defray  the  cost  of  administering  the  program. 

Under  the  Interstate  Land  Sales  Pull  Disclosure  Act  (Title  XIV  of  the  Housing  and  Urban 
Development  Act  of  19(8,  as  amended),  the  Department  currently  is  authorised  to  charge  a  fee,  up 
to  (1,000,  to  a  land  developer  to  offset  the  direct  administrative  costs  associated  with  the 
program. 

It  is  currently  expected  that  the  1994  and  1995  levels  of  activity  will  increase  to 
1,700  filings  per  year. 

2.  CHABQP.S  PROM  1993  ESTIMATES  INCLUDED  T*   1994  BUDGET 

The  estimate  of  filing  actions  in  the  1994  Budget  was  1,700.  Actual  1993  activity  fell 
short  of  that  estimate  at  1,458  filing  actions. 

3.  CHABGES  PROM  1994  BUDGET  «»'"«« 

The  current  outlay  estimate  is  consistent  with  the  1994  Budget  estimate. 

EmABATTOM  OP  INCREASES  AMD  DECREASES 

The  1995  program  level  la  expected  to  continue  at  the  1994  estimated  level. 

PROGRAM  DESCRIPTIOM 

The  Interstate  Land  Sales  Full  Disclosure  Act  authorises  a  nationwide  program  of 
registration  of  subdivisions  marketed  in  Interstate  commerce.  The  Act  generally  applies,  by  law 
and  administrative  regulation,  to  subdivisions  of  undeveloped  land  sold  or  offered  for  sale  or 
lease  through  any  facilities  of  interstate  commerce.  Statutory  and  regulatory  penalties  are 
imposed  on  developers  who  fall  to  file  and  keep  a  registration  statement  current  with  the  Office 
of  Interstate  Land  Sales  Registration,  or  who  fall  to  furnish  each  purchaser  a  copy  of  an 
affective  Property  Report  before  signing  a  purchase  or  lease  contract. 

The  Act  provides  for  submission  of  a  Statement  of  Record  describing  a  proposed  subdivision 
In  detail,  accompanied  by  maps,  contract  documents  and  certifications  designed  to  fully  disclose 
relevant  Information  about  the  subdivision.  Each  prospective  purchaser  must  be  furnished  a 
Property  Report  which  acta  forth  the  disclosure  in  easy  to  understand  terms.  The  program 
concentrates  on  securing  full  disclosure  of  pertinent  facta  through  the  registration  process  and 
bringing  enforcement  action  in  the  event  of  abuses. 

The  Bousing  and  Community  Development  Amendments  of  1(79  crested  additional  exemptions  for 
smaller  volume  developers  and  those  selling  only  to  In-State  residents.  Other  exemptions 
formerly  available  were  eliminated  to  correct  abuses  found  by  BOB  since  the  inception  of  the  act. 
These  amendments  also  extended  the  'cooling  off"  period,  following  purchase,  to  7  days  and 
increased  the  statute  of  limitation  for  purchaser*  to  file  suit  against  developers  to  3  years 
after  a  fraudulent  action,  misstatement  or  omission. 
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DEPARTMENT  Or  HOUSING  AND  URBAN  DEVELOPMENT 

BOOSING 

COMMUNITY  DISPOSITION 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Program  Level 

Repayment  of  Investment  to  Treasury! 

In  Year $9    ...       $27       ...        -$27 

Cumulative 87,281     ...     87,308        ...  HA 

Budget  Outlays -2     ...       -23        ...         +23 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

Ho  appropriation  is  required  for  the  Community  Disposal  Operations  Fund.   Expenses  of 
the  Fund  are  financed  from  interest  income. 

The  Community  Disposition  program  is  expected  to  phase-out  during  1994.   At  final  loan 
repayment,  the  escrow  account  will  be  closed  out.   Any  taxes  due  will  be  paid  and  any 
overpayments  to  the  escrow  account  will  be  refunded  to  the  mortgagors. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  estimated  a  net  receipt  of  $32  thousand  in  1993.   The  actual  net  receipt 
was  $2  thousand  because  not  all  mortgages  were  repaid  in  full,  as  anticipated. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  assumed  closeout  of  the  program  in  1993.   However,  not  all  of  the 
mortgages  were  repaid  in  full.   It  is  now  assumed  that  final  closeout  will  occur  in  1994. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

A  dividend  of  $9  thousand  was  declared  for  1993  producing  a  cumulative  repayment  of 
investment  to  the  Treasury  of  $87,281  thousand.   The  Department  expects  that  repayments  of 
$27  thousand  in  1994  will  Increase  cumulative  repayments  to  Treasury  to  a  total  of 
$87,308  thousand  by  September  30,  1994.   This  will  close  out  the  account  and  no  further 
repayments  are  expected. 

PROGRAM  DESCRIPTION 

The  Community  Disposition  program  was  established  by  the  Atomic  Energy  Community  Act  of  1955 
to  dispose  of  Federally  owned  properties  in  Oak  Ridge,  Tennessee;  Richland,  Washington;  and,  by 
amendment  in  1963,  Los  Alamos,  New  Mexico.   Community  Disposition  program  operations  involve 
managing  the  mortgage  portfolio  which  was  acquired  from  the  sale  of  Atomic  Energy  Commission 
properties . 

Monthly  mortgage  payments  of  principal  and  interest  are  credited  to  the  Community  Disposal 
Operations  Fund.   Any  amounts  in  excess  of  the  annual  requirements  for  necessary  expenses  are 
transferred  to  the  Treasury. 

PROGRAM  ACTIVITY 

As  of  September  30,  1993,  all  Oak  Ridge  and  Richland  mortgages  bad  been  paid  in  full.   The 
mortgage  portfolio  consists  of  four  properties  in  Los  Alamos,  New  Mexico  with  an  unpaid  principal 
balance  of  $6  thousand. 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
HOUSING 
RENT  SUPPLEMENT  PROGRAM 
PROGRAM  HIGHLIGHTS 


Program  LevelB 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  va  1994 

(Dollars  in  Thousands) 


Budget  Authority 

Unobligated  balance, 

■tart  of  year $588,382   $561,463    $556,669    $485,579      -$71,090 

Recapture  from  prior  years.  42,698    16,280     16,280     15,466         -814 

Use  of  authority -132,964   -46,280    -46,280    -43,966        +2,314 

Authority  restored 58,553 

Authority  lapsed ...    -26,357     -24,974     -23,474        +1,500 

Authority  proposed  for 

rescission ...    -32.438     -16,116         ... .       +16,116 

Unobligated  balance, 

end  of  year 556,669    472,668     485,579     433,605       -51,974 

Units  Eligible  for  Payment. 
End  of  Year  (Estimate) 19,270     19,270      19,270      19,270 

SUMMARY  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

Ho  appropriation  is  requested  for  the  Rent  Supplement  program  in  1995.   No  new 
commitment  activity  has  taken  place  under  this  program  since  1973.   The  obligation  estimate  for 
1995  of  $44  million  represents  amendments  to  State-financed  projects  and  foreclosed  State-aided 
projects  where  a  change  of  ownership  has  occurred,  pursuant  to  the  1983  Supplemental 
Appropriations  Act  and  in  accordance  with  provisions  of  the  Housing  and  Community  Development 
(BCD)  Act  of  1987. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  that  $52.9  million  would  be  needed  during  1993  for  amendments  to 
State-aided  projects.  Actual  need  was  $46.5  million.   Funding  for  amendments  is  requested  by 
States  on  an  'as  needed"  basis.  An  additional  $86.4  million  was  used  to  convert  imputed  budget 
authority  from  an  estimated  basis  to  an  actual  basis  as  of  the  end  of  FY  1993.   Recaptures  of 
$42.7  million  included  $16.1  million  from  the  conversion  of  Rent  Supplement  units  to  Section  8  in 
FY  1992.   The  1992  Appropriation  Act  provided  authority  to  rescind  up  to  $53.8  million  of 
recaptures  from  the  conversions,  but  processing  delays  curtailed  this  recapture/rescission  action 
with  respect  to  $16.1  million  of  the  conversions.   Consequently,  the  amount  available  for 
rescission  was  not  known  until  after  the  start  of  FY  1993.  All  remaining  recaptures  and 
conversions  were  expected  to  occur  in  1992,  thus  no  rescission  language  was  proposed  nor  enacted 
for  1993.   A  total  of  $58.6  million  of  budget  authority  was  restored  in  1993  to  accommodate  the 
conversion  of  imputed  budget  authority  to  an  actual  basis. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Appropriations  Act  provided  that  up  to  $32  million  could  be  rescinded  in  1994. 
This  rescission  is  of  recaptured  balances  from  the  conversion  of  Rent  Supplement  units  to 
Section  8  in  fiscal  year  1993.   Because  no  rescission  authority  was  available  in  1993  (all  of  the 
recaptures  and  rescissions  were  supposed  to  occur  in  1992),  rescission  authority  was  requested  in 
1994.   It  is  estimated  that  actual  rescission  activity  in  1994  will  be  $16.1  million. 


660 


Rant  Supplement  Program 


ixplmaticti  of  aCBMM  »*t>  [>■""»"« 


Approximately  $44  Billion  of  budget  authority  will  be  uaad  in  1995  for  amendment!  to  State- 
aided  projects — $2.3  Billion  leaa  than  in  199  4.   Recapturea  from  prior  yeara  are  eetimated  at 
$15.5  Billion,  $800  thouaand  laaa  than  in  1*54,  and  the  estimate  of  the  amount  that  will  lapsa  in 
fiaeal  year  1995  ia  $23.5  Billion  or  $1.5  Billion  leaa  than  in  1994.   Thia  program  la 
driven,  Baking  preciae  estimates  of  activity  difficult. 


So  converaions  to  Section  8  are  anticipated  in  1995 — the  source  of  the  $16.1  Billion 
reaclaaion  in  1994 — so  no  further  rescissions  are  anticipated. 

PROGRAM  DBSCTIPTIOe 

Section  101  of  the  Bousing  and  Urban  Development  act  of  1965,  aa  emended,  authorized  rent 
supplements  on  behalf  of  needy  tenants  living  in  privately  owned,  privately  operated,  and 
privately  financed  housing.   This  program  also  waa  need  to  provide  additional  'piggyback* 
assistance  to  a  portion  of  the  unite  in  Section  23C  projecta,  including  State  agency  developed, 
non-HTJD- Insured  projecta.   Eligible  tenants  pay  30  percent  of  the  rent  or  30  percent  of  their 
income  toward  the  rent,  whichever  ia  greater.  The  difference  between  the  tenant  payment  and  the 
economic  rent  approved  by  the  Department  ia  made  up  by  a  Rant  Supplement  payment  Bade  directly  to 
the  project  owner. 

PROGRAM  ACTIVITY 

Amendments  to  State/Agency-aponaored,  non-insured  projecta  are  supported  utilixing  the  eat- 
aaidea  of  contract  authority  provided  for  this  purpose  in  the  1983  Supplemental  Appropriations 
Act. 

The  table  below  shows  the  actual  and  projected  use  of  contract  authority  over  the  1992-1994 
period i 


Amendments  to  State-aided  projecta 

Reuae  of  State/Agency  foreclosure  recapturea. 

Rent  Rebatea 

Total 


ACTUAL 
1992 

(Doll 

ESTIMATE              ESTIMATE 
1993                     1994 

ira   in   Thousands) 

$2,229 

$1,500 
814 

$1,500 
814 

>i  • 

■ . . 

2,314 


The  following  ia  the  statue  of  the  aet-aaide  of  contract  authority  established  for  non- 
Insured  Rent  Supplement  as a  is ted  projecta i 

W81   OF  COffTRACT  AOTBORITT 


_1293_ 


(Dollars   in  Thousands) 


ESTIMATE 
1994 


unobligated  balance,  start  of  year. 

Reuse  of  State /Agency  aet-aaide. . . . 

Total 


$28,018 
-2.229 
25,789 


$25,789 

-1.500 
24,289 


$24,289 

-1.500 
22,789 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
BOOSING 


RENTAL  BOUSING  ASSISTANCE  PROGRAM 

(Section  236) 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

$645 

,920 

$588 

,414 

$502, 

,122 

-$86 

,292 

60, 

,000 

60, 

,000 

57, 

,000 

-3, 

,000 

45, 

,515 

45, 

.SIS 

65, 

,948 

+20, 

,433 

-80, 

,000 

-80, 

,000 

-76, 

,000 

+4, 

,000 

-40, 

000 

-40, 

,000 

-38, 

,000 

+2, 

,000 

-45, 

,515 

-45, 

,515 

-65, 

948 

-20, 

,433 

"29, 

296 

-26, 

,292 

"23, 

292 

+3, 

000 

PROGRAM    HIGHLIGHTS 


(Dollars   in  Thousands) 

Budget  Authority 

Unobligated  balance, 

start  of   year $741,216 

Recapture   from  prior  years i 

Normal    Terminations 7,002 

Preservation   Reform HA 

Use -130,512 

Rescission  enacted/proposed. .  ... 

Rescission  (Pres.  reform)....  ... 

Restored/lapsed -29.292 

Unobligated  balance, 

end  of  year 588,414    556,624      502,122   421,830     -80,292 

Units  Eligible  for  Payment. 
End  of  Year  (Estimate) 510,105    504,493      509,105   508,105      -1,000 

SUMMARY  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

No  appropriation  is  requested  for  the  Rental  Bousing  Assistance  program  in  1995.   Mo  new 
commitment  activity  has  occurred  since  the  program  was  terminated  in  1973.   Fiscal  year  1995 
estimates  reflect  amendments  to  State-aided  projects  for  cost  increases  and  the  recapture  and 
rescission  of  $103.9  million.   The  estimated  rescission  includes  $65.9  million  of  recaptures 
which  would  result  from  the  prepayment  of  mortgages.   This  rescission  is  based  on  the  assumption 
that  7,272  units  would  prepay  out  of  the  Inventory  if  a  proposal  to  reduce  the  Federal  Cost  Limit 
on  Preservation  incentives  from  120  percent  to  100  percent  of  Fair  Market  Rent  is  adopted.   These 
prepayments  represent  properties  that  have  unrestricted  market  values  that  exceed  the  reasonable 
level  of  preservation  subsidy  required  to  maintain  them  as  a  low-Income  rental  housing  resource. 
A  discussion  of  preservation  activities  is  included  in  the  Annual  Contributions  justification. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  estimated  that  $84  million  would  be  used  in  1993  for  assistance  to 
State-aided  projects.  Actual  use  was  $130.5  million  for  State-aided  projects. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

Because  use  in  fiscal  year  1993  was  greater  than  anticipated,  the  start-of-year  balance 
for  1994  is  lower  than  estimated  in  the  1994  Budget.   Total  use  is  estimated  at  $80  million  in 
1994.   This  includes  $60  million  for  amendments  to  State-aided  units  and  $20  million  for  reuse  of 
recaptured  authority  from  State-aided  foreclosures.   This  is  the  same  level  of  activity  as 
estimated  for  1994  in  last  year's  budget. 

EXPLANATION  OF  INCREASES  AND  Dm-REXSKS 

In  1995,  $76  million  is  estimated,  $57  million  for  amendments  to  State-aided  units  and 
$19  million  for  reuse  of  recaptured  authority  from  State-aided  foreclosures.   The  1995  estimates 
represents  a  slight  decrease  from  those  projected  for  1994.   However,  the  need  is  demand  driven 
and  difficult  to  accurately  project. 

The  rescission  of  $103.9  million  includes  an  estimated  $65.9  million  resulting  from  Section 
236  mortgage  prepayments  in  1995  and  $38  million  from  normal  project  terminations. 
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Rental  Bousing  Assistance  Program 
PROGRAM  DESCRIPTION 

1.  Original  Program.   Tha  Section  236  program,  aa  enacted  in  1968,  provide*  a  aubsidy  to 
reduce  mortgaga  intaraat  payment*.   Tha  mart  anna  aubsidy  available  to  a  project  was  sst  at  the 
difference  between  tha  monthly  payment  for  principal,  intaraat,  and  mortgaga  inauranoa  premium  on 
tha  outstanding  mortgaga  at  tha  market  rata  of  interest  and  tha  monthly  payment  that  would  be 
required  undar  a  mortgaga  bearing  an  intaraat  rata  of  1  percent. 

A  basic  rental  charge  that  waa  deemed  sufficient  to  meet  operating  expenses  plua  debt 
service  expenses  at  the  1  percent  rata  of  intaraat  waa  determined  for  each  unit.   Every  tenant  la 
required  to  pay  tha  basic  rental  charge  or  up  to  30  percent  of  income,  whichever  la  higher. 
Contract  approvals  for  new  projects  ware  discontinued  in  January  1973,  except  for  "bona  fida" 
commitments  outstanding  at  that  time  and  for  amendments  to  prior  contracts. 

2.  Peep  Subsidy  Program.   Tha  Rental  Assistance  Payments  (RAP/ 'deep  subsidy)  program, 
authorised  by  tha  Housing  and  Community  Development  Act  of  1974,  waa  deaignad  to  aid  vary  low- 
income  families  in  Section  236  projects  by  permitting  BUS  to  provide  additional  subsidies  equal 
to  tha  difference  between  the  basic  rant  and  30  percent  of  income  for  a  certain  percentage  of 
unite  in  a  project.   Most  insured  projects  receiving  RA?  funding  have  converted  to  Section  8 
assistance.   The  remaining  inventory  of  RAP  assisted  projects  la  largely  limited  to  State-aided, 
bond  financed  projects  which  continue  to  receive  amendment  funding  from  a  special  set-aside. 

3.  State  Agency  Financed  Prolects  (RAP  funding).   Amendments  to  State  agency  sponsored  RAP 
projects  will  continue  to  be  funded  utilizing  the  set-asides  of  contract  authority  provided  for 
in  the  1983  Supplemental  Appropriations  Act.   Tha  following  table  providee  tha  atatua  of  tha  set- 
aside  of  contract  authority  established  for  non-insured  RAP  aaaiated  projects  and  the  estimated 
uae  of  the  aat-aalda  during  fiacal  years  1993-199SI 

USE  OF  COHTRACT  ADTHORITT 

ACTUAL      ESTIMATE     ESTIMATE 

1993        199*        1995 

(Dollars    in  Thousands) 

Onobligatad  balance,    start  of  year (35,296  $29,292  826,292 

Obligationa -6.006       -3.000      -3.000 

Unobligated  balance,  end  of  year 29,292       26,292      23,292 

REHTAL  BOOSIBG  ASSISTABCE  FOBD 

The  Housing  and  Urban  Development  Act  of  1968  authorized  tha  Secretary  to  establish  a  fund 
for  tha  deposit  of  rental  collections  in  excess  of  the  established  basic  rant  for  unite  in 
subsidized  Section  236  projects.   Pursuant  to  Section  201  of  the  Housing  and  Coosiunity 
Development  Amendments  of  1978,  excess  rental  collections  that  continue  to  be  deposited  into  tha 
fund  are  to  be  paid  to  the  Flexible  Subsidy  Fund. 

ACTUAL        ESTIMATE  BSTIMATE 

1993  1994  1995 

(Dollars  in  Thousands) 

Fund  balance  available,  start  of  year....  $500          $503             $503 

Recovery  of  prior  year  obligationa 3 

Excess  rental  collections 65,493 

Payments  to  Flexible  Subsidy  Fund -65.493 

Fund  balance  available,  end  of  year 503 

Budget  Outlays 324 


67,589 

68,493 

-67.589 

-68.493 

503 

S03 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
BOUSING 


HOMEOWNERSHIP  ASSISTANCE  PROGRAM 
(Section  235) 


BUDGET 

CURRENT 

INCREASE    + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE    - 

1993 

1994 

1994 

1995 

1995   vs    1994 

(Doll. 

are   In   Thousands) 

>5,263 

91,510 

63,617 

80,608 
19,950 

6,875 
50,000 

-184,000 

-3,009 
+19,950 

+$6,87  5 
+$50,000 

-$184,000 

$5,494 

$6,000 

$6,000 

$6,000 

PROGRAM  HIGHLIGHTS 


Units  Eligible  for  Payment,  (SO?) 

Units  Refinanced 

Budget  Authority  -  Refinancings! 

Appropriations 

Recaptures 

Budget  Authority  Rescinded 

Recapture  and  Transfer  to  the 
Homeowner ship  Assistance  Fund. . . 

Bomeownershlp  Assistance  Fund 
(Restructured  Program) 

Unobligated  Balance,  (EOT)...    93,407     82,689      106,359   116,569    +$10,210 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  no  new  reservation  activity  in  fiscal  year  1995  for  the  Section  235 
program.   The  Bousing  and  Community  Development  Act  of  1987  terminated  the  program,  effective 
October  1,  1989.   Activity  for  1995  is  limited  to  the  recapture  of  authority  from  contract 
terminations  (an  estimated  $6  million).   The  recaptures  are  deposited  into  the  Bomeownershlp 
Assistance  Fund  and  will  be  used  to  extend  contracts  under  the  program,  if  necessary,  beyond 
their  initial  10-year  term.   Hone  of  the  contracts  will  reach  the  end  of  their  term  until  1996. 

This  budget  includes  a  renewed  effort  in  fiscal  year  1995  to  implement  a  feasible 
refinancing  for  approximately  35,000  outstanding  Section  235  loans  with  interest  rates  above 
10  percent.   Budget  authority  recaptured  in  fiscal  year  1995  is  estimated  to  be  $234  million, 
$50  million  of  which  will  be  re-used  to  provide  closing  costs  for  19,950  loans.   The  remaining 
$184  million  will  be  rescinded.   Closing  costs  include  discount  points,  mortgagor  incentives,  and 
origination  fees.   Section  235(r)(4)  of  the  Rational  Bousing  Act  authorizes  the  Secretary,  to  the 
extent  provided  in  appropriations  acts,  to  pay  incentives  to  mortgagors  who  refinance  Section  235 
loans.   The  provision  also  authorizes  payment  by  the  Secretary  of  all  closing  and  other  costs. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  that  $6  million  would  be  recaptured  and  transferred  to  the 
Bomeownershlp  Assistance  Fund.  Actual  recapture  and  transfer  was  $5.5  million  due  to  fewer 
terminations  than  anticipated. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

With  the  exception  of  the  changes  in  the  end  of  year  balances  and  the  units  eligible  for 
payment  numbers,  activity  projected  is  the  same  as  in  the  1994  Budget.   The  recapture  and 
transfer  to  the  Bomeownershlp  Assistance  Fund  is  estimated  at  $6  million. 
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Bomeownership  Assistance  Program 

EXPLANATION  Of  INCREASES  AND  PBCREASBS 

The  number  of  terminations  in  a  given  year  ia  largely  driven  by  f actors  outside  the  program 
Itself .  while  the  near  maturity  of  the  program  may  indicate  a  high  termination  projection,  the 
economy,  changes  in  the  participants'  income,  and  other  volatile  influences  render  it  difficult 
to  accurately  estimate  terminations.   Likewise,  the  balance  of  the  Bomeownerahip  Assistance  Fund 
is  driven  by  terminations  and  ia  difficult  to  accurately  project. 

PROGRAM  DESCRIPTION 

The  Section  23S  Bomeownership  Assistance  Program  haa  three  components i   the  Original  Program 
which  provided  an  intereat-reduction  subsidy  for  low-income  families  to  enable  them  to  become 
homeowners i  the  Revised  Bomeownership  Assistance  Program  which  changed  the  Original  program  to 
require  a  3  percent  downpayment,  and  baaed  the  subsidy  on  the  difference  between  the  PBA  maxima* 
interest  rate  and  4  percent i  and  the  Restructured  Program  which  increased  the  minimum  homeowner 
contribution  toward  monthly  mortgage  payments  from  20  percent  to, 28  percent,  changed  the 
assistance  payment  calculation  to  the  difference  between  the  PHA  mail mum  interest  rate  at  the 
time  of  endorsement  and  the  current  subsidy  floor,  and  is  based  on  a  10-year  subsidy  term. 

The  Bomeownership  Assistance  Fund  receives  recaptures  of  budget  authority,  cash,  and 
Interest  earnings  under  the  Restructured  program.  The  Secretary  shall  use  these  funds  to  extend 
the  10-year  term  for  homeowners  in  the  Restructured  program,  if  necessary. 

The  atatus  of  fund  balances  for  the  Bomeownership  Assistance  Fund  is  as  follows i 

Actual       Estimate         Estimate 
Bomeownership  Assistance  Fund  1993  199a  1995 

(Dollars  in  Thousands) 

Onfunded  Contract  Authority $50,457  $56,457  $62,457 

U.S.  Securities 40,830  47,782  51,992 

Balance  with  Treasury 2.120  2.120  2.120 

Total 93,407  106,359  116,569 


PROGRAM  HIGHLIGHTS 
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DEPARTMENT  OF  HODSING  AND  URBAN  DEVELOPMENT 

HOUSING 

RENTAL  BOOSING  DEVELOPMENT  GRANTS  (HoDAG) 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  va  1994 

(Dollars  In  Thousands) 


Program  Level i 

Units  Assisted 64 

Obligations $2,750 

Budget  Authority 
|  Reapproprlatlon  | 2,750       ...        ...        ...  ... 

Outlays 26,362     SI,  375     $23,827         ...      -$23,827 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SOMMARY  OF  BUDGET  REQUEST 

Language  in  the  Housing  and  Community  Development  Act  of  19S7  terminated  the  HoDAG 
program  at  the  end  of  fiscal  year  1989 .   with  the  exception  of  reappropriations  for  specific 
projects,  no  funds  have  been  made  available  for  the  program  since  1987. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  outlays  of  $42  million  in  1993.   Total  outlays  for  1993  were 
$26.4  million  as  a  result  of  a  slower  than  expected  rate  of  construction  drawdowns. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  assumed  outlays  of  $1.4  million.  As  a  result  of  the  slower  than 
expected  rate  of  construction  drawdowns  in  1993,  it  is  now  assumed  that  all  construction 
drawdowns  will  be  completed  by  the  end  of  1994. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

It  is  currently  assumed  that  all  activity  in  the  HoDAG  program  will  be  completed  by  the  end 
of  1995. 

PROGRAM  DESCRIPTION 

Authorized  by  the  Housing  and  Urbin-Rural  Recovery  Act  of  1983  (P.L.  98-181),  the  Rental 
Housing  Development  Grants  program  provided  States,  cities  and  urban  counties  (grantees)  with 
grants  for  new  construction  and  substantial  rehabilitation  activities  of  real  property  for  rental 
purposes.   These  funds  were  used  by  grantees  to  make  grants  or  loans,  provide  interest  reduction 
payments  or  other  assistance  which  would  support  new  construction  or  substantial  rehabilitation 
of  rental  housing. 

PROGRAM  ACTIVITY 

As  of  September  30,  1993,  there  were  235  projects  remaining  in  the  program.   Of  the  235 
remaining  projects,  203  have  completed  construction. 
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BUDGET 

ACTUAL 

ESTIMATE 

1993 

1994 

DEPARTMENT  OF  HOUSING  AK>  URBAN  DEVELOPMENT 

HOUSING 

NEHEMIAH  HOUSING  OPPORTUNITY  GRANTS 

PROGRAM  HIGHLIGHTS 

CURRENT  INCREASE  + 

ESTIMATE   ESTIMATE    DECREASE  - 

1994      1995  1995  va  1994 
(Dollars  In  Thousands) 

Program  Laval i 

Obligations $14,233        ...      $16,552       ...    -$16,552 

Unobligated  Balance,  EOT 16,552      $1,500 

Budget  Authority  (Appropriation)! 

Transfer  to  Annual  Contributions..  -18,934        ...         ...       ...         ... 

Budget  Outlays 2,698     33,532       36,782   $16,552      -20,230 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  Budget  reflects  the  termination  of  the  Nehemiah  Bousing  Opportunity  Grants  program. 
Program  activity  for  1995  reflects  the  spendout  of  prior  year  reservations. 

The  termination  of  the  program  la  consistent  with  the  terms  of  the  authorizing 
legislation  contained  in  the  Bousing  and  Community  Development  (BCD)  Act  of  1987  (P.L.  100-242). 
Activities  similar  to  those  supported  under  Nehemiah  Grants  are  available  under  the  HOME  program 
authorized  by  the  Cranston-Gonzalez  National  Affordable  Housing  Act  of  1990  (P.L.  101-625). 

2.  CHANGES  FROM  1993  INCLUDED  IB  THE  1994  BUDGET 

The  1994  Budget  assumed  that  $28.8  million  in  carryover  would  be  obligated  during  1993. 
However,  commitmenta  occurred  slower  than  anticipated  and  only  $14.2  million  was  actually 
obligated.   This  reduced  obligation  level  alao  reaulted  in  reduced  outlays  from  the  $3.1  million 
estimate  in  the  1994  Budget  to  $2.7  million  realized. 

3.  CHANCES  PROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  assumed  spendout  of  the  program  in  1994.   However,  1993  commitment 
activity  lagged  and  $16.6  million  remained  unobligated  at  the  end  of  1993.   Reestimates  for  1994 
now  reflect  obligation  of  the  $16.6  million  carryover. 

EXPLANATION  OP  IHCREASES  AMD  DECREASES 

The  lack  of  program  activity,  other  than  outlaya,  in  1995  reflects  the  termination  of  the 
program.   The  estimated  outlays  reflects  the  disbursements  anticipated  from  prior  year 
obligations. 

PROGRAM  DESCRIPTION 

The  Nehemiah  Homing  Opportunity  Grants  program  was  authorized  by  Title  VI  of  the  BCD  Act  of 
1987  (P.L.  100-242). 

Nonprofit  organizations  are  eligible  to  receive  assistance  under  the  program  to  provide 
loans  to  moderate- Income  families  purchasing  homes  constructed  or  substantially  rehabilitated. 
Each  loan  made  to  a  family  ia,  by  law,  required  toi   (1)  be  secured  by  a  second  mortgage  held  by 
the  Secretary  on  the  property  involved;  (2)  be  in  an  amount  not  exceeding  $15,000)  (3)  bear  no 
lntereat;  and,  (4)  be  repayable  to  the  Secretary  upon  the  sale,  lease,  or  other  transfer  of  auch 
property. 
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Nehemiah  Housing  Opportunity  Grants 

Eacji  family  participating  in  the  program  must  meet  certain  income  and  downpayment 
requirements.   Family  income  must  not  exceed  the  higher  04.  either  the  median  family  income  for 
the  area  in  which  the  program  is  located  or  the  national  median  income.   Dp  to  IS  percent  of  the 
families  in  a  project  may  have  incomes  up  to  115  percent  of  median,  under  certain  circumstances. 
Generally,  the  downpayment  must  be  equal  to  10  percent  of  the  sales  price  of  the  home. 

The  nonprofit  organization  must  meet  certain  terms  and  conditions  to  receive  the  assistance. 
These  include 1  local  consultation  with  neighborhood  residents,  submittal  of  a  program  schedule 
for  completion  of  the  program,  minimum  contracted  sales  participation  prior  to  starting 
construction  or  substantial  rehabilitation,  demonstrated  financial  feasibility  of  the  program 
(including  the  availability  of  non-federal  and  private  funds),  compliance  with  local  building 
codes,  and  location  of  homes  in  a  single  neighborhood  in  which  median  income  does  not  exceed 
80  percent  of  the  median  family  Income  in  the  area. 

The  HCD  Act  establishes  a  revolving  fund  in  the  O.S.  Treasury  to  administer  the  program. 
The  fund  consists  of  any  amount  appropriated  under  the  program,  any  repayments  of  loans  and  any 
interest  earned  as  a  result  of  investments  which  the  Secretary  may  maxe  of  funds  determined  to  be 
in  excess  of  those  needed  for  the  program.   All  appropriated  moneys  are  transferred  to  this 
revolving  fund. 
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DEPARTMENT  OF  BOUSING  UD  URBAN  DEVELOPMENT 
■008  ON 


NONPROFIT  SPONSOR  ASSISTANCE  PROGRAM 

(Sactlon  106(b)) 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  ve  1994 

PROGRAM  HIGHLIGHTS 


(Dollars  in  Thousands) 

Outlays  (Mat) -$212      -$400       -$400     -$400 

SUMMART  Or  BUDGET  ESTIMATES 

i.    somimi  or  budget  request 

The  Nonprofit  Sponsor  Assistance  program  was  terminated  In  1992.   The  only  remaining 
activity  Is  final  disbursement  and  repayment  of  loan*. 

2.   CHANCES  FROM  1993  ESTIMATES  IMCLOPEO  J  1994  BOPGBT 

The  1994  Budget  bad  estimated  net  receipts  of  $400  thousand.   Due  to  lower  than 
anticipated  loan  repayments,  actual  receipts  were  $212  thousand  in  1993. 

EXFLAHATIOM  Or  INCREASES  AMD  DECREASES 

Due  to  the  termination  of  the  program,  no  reservations  are  reflected  in  1995.   Repayments  of 
outstanding  loans  will  continue  to  generate  receipts  in  1995. 

PROGRAM  DESCRIPTION 

Section  106(b)  loans  provided  a  portion  of  the  start-up  costs  which  many  nonprofit  sponsors 
traditionally  lacked.  These  loana  were  interest-free  and  could  be  used  to  cover  the  costs  of 
planning  for  constructing  or  rehabilitating  housing  units  assisted  under  the  Section  202  Mousing 
for  the  Elderly  or  Handicapped  Loan  program. 

PROGRAM  ACTIVITI 

Reservation  activity  under  this  program  was  restricted  to  applicants  competitively  selected 
to  participate  in  the  Section  202  program  and  needed  pre-conetruction  financial  assistance. 
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DEPARTMENT  OF  BOUSING  AND  URBAN  DEVELOPMENT 

HOUSING 

BOOSING  PAYMENTS 

(SUMMARY  OP  ASSISTED  UNITS  AND  OUTLAYS) 

INCREASE  + 
ACTUAL       ESTIMATE      ESTIMATE       DECREASE  - 
1993         1994  1995       1995  V.  L994 

(Dollars  in  Thousands) 

Units  Eligible  for  Payment.  End  of  year     4,654,429    4,754,683     4,836,039      +81,356 

Budget  Outlays $17,812,822   $18,963,550   $19,826,405     +$862,855 

1995  Budget  Program.   The  Department  estimates  that  a  total  of  $19.8  billion  will  be 
disbursed  in  1995  in  support  of  4.8  million  BUD-assisted  housing  units. 

The  $19.8  billion  outlay  total  for  1995  represents  an  increase  of  approximately  $863  million 
(4.6  percent)  over  the  1994  estimate.   This  is  somewhat  less  than  the  $1.1  billion  increase 
projected  for  the  1993-1994  period  and  substantially  below  the  $1.86  billion  increase  experienced 
between  1992  and  1993. 

The  slowdown  reflects,  in  part,  the  Department's  attempt  to  reduce  outlays  in  response  to 
the  current  and  projected  Federal  deficit  situation.   Several  initiatives  are  proposed,  for  1995 
and  beyond,  which  will  result  in  outlay  savings  for  the  Assisted  Bousing  programs  over  the  next 
several  years.   These  initiatives  include  the  following  proposals i 

—  Simplify  Section  8  PBA/IBA  fee  structure; 

—  Umlt  Automatic  Adjustment  Factors  (AAFS)  on  high-cost  units; 

—  Reduce  AAFs  by  1  percent  for  tenants  who  remain  in  units; 
Institute  a  new  preference  for  working  families; 

—  Verify  tenant  incomes  using  IRS  data; 

Refinance  mortgages  for  high-cost  debt  Section  8  new  construction/substantial 
rehabilitation  projects;  and 

Reduce  Fair  Market  Rents  from  the  45th  to  the  40th  percentile. 

These  and  other  cost-cutting  measures  will  reduce  1995  Bousing  Payments  outlays  by 
approximately  $440  million  and  by  almost  $7  billion  by  1999.   Specifics  on  each  of  the  savings 
proposals  are  included  under  the  appropriate  program  sections  of  these  justifications. 

The  programs  which  comprise  the  Bousing  Payments  summary  are  listed  below — followed  by 
tables  which  display  the  number  of  units  under  payment  and  actual  and  projected  outlays,  by 
program,  for  1993-1995. 

Program  Components.   Liquidating  funds  for  the  six  subsidized  housing  programs  listed  below 
are  provided  through  permanent  indefinite  appropriations. 

1 .  Bousing  Assistance  Payments  as  authorized  by  Section  8  of  the  United  States  Bousing  Act 
of  1937,  as  amended  (including  Contract  Renewals). 

2.  Bomeownershlp  Assistance  as  authorized  by  Section  235  of  the  National  Bousing  Act,  as 
amended. 

3.  Rental  Bousing  Assistance  as  authorized  by  Section  236  of  the  National  Bousing  Act,  as 
amended. 

4.  Rent  Supplement  as  authorized  by  Section  101  of  the  Bousing  and  Urban  Development  Act  of 
1965,  as  amended. 

5.  Public  Bousing  as  authorized  by  the  United  States  Bousing  Act  of  1937,  as  amended. 

6.  College  Bousing  Grants  as  authorized  by  the  Bousing  Act  of  1950,  as  amended. 

■-1 
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Homing  Payment* 

Pnlts  Eligible  for  Payment.  A  distribution,  by  program,  of  the  estimated  units  eligible  for 
payment  follows  I 

ACTUM,  EST  I  MATS  ESTIMATE 

»»3  1994  !»»» 

Program 

Section  8  2,0(1,915        1,992,311  1,938,490 

Contract  Renewal 750.093         933.648  1.073.789 

Total  2,812,008        2,925,959  3,012,279 

Rent  Supplement  19,270  19,270  19,270 

Section  2351 

Original   72,515  67,416  62,676 

Revised  21,049  15,088  16,508 

Restructured   1.699  1.113  1.424 

Total,  Section  235   95,263  83,617  80,608 

Section  236  510,105         509,105  508, 10S 

Public  Bousing   1.407.923        1.406.872  1.405.917 

Total  4,844,569        4,944,823  5,026,179 

Least  "Piggy  Back"  Subaidiea  ft/  ...  .  (190.1401        1190.140)  (190.1401 

Total  (Met)  Unit»  Under  Payment  .  .  4,654,429        4,754,683  4,836,039 

a/  Adjuatment  to  reflect  thoae  units  receiving  more  than  one  subsidy  payment. 

Out lava.   A  distribution,  by  program,  of  Subsidized  Bousing  program  outlaya  followsi 

ACTUAL  ESTIMATE  ESTIMATE 

1993  1994  199S 

(Dollars  in  Thousands) 

Program 

Section  8  $10,756,835         $9,999,361       $9,655,494 

Contract  Renewal.  2.531.804  4.105.565        4.997.357 

Total  13,288,639         14,104,926       14,652,851 

Rent  Supplement  55,115  56,615  58,115 

Section  2 35 ■ 

Original   9,699  9,168  8,524 

Revieed  49,986  39,252  15,194 

Restructured   2,348  1,466  1,323 

Cloaing  Coats  ...  ...  56.875 

Total,  Section  235   62,033  49,886  81,916 

Section  236  634,744  665, 58S  645,373   ' 

College  Bousing  19,081  21,000  21,000 

Rental  Housing  Development  Grants 
(BoDAG)   26,362  23,827 

Public  Housing   3.726.848  4.041.711        4. 367. ISO 

Total  17,812,822         18,963,550       19,826,405 

Outlay  Trends.   The  following  chart  depicts  the  trend  in  Assisted  Housing  outlaya  for  the 
period,  1980-1999.   For  the  moat  part,  outlays  have  grown  steadily.   There  was  a  brief 
"flattening  out*  of  outlaya  in  1986  and  1967-— the  consequence  of  a  one-time  debt  forgiveness 
involving  Public/Indian  Housing  development  and  modernization  funding. 

In  an  effort  to  curb  spending — a  goal  consistent  with  the  .President's  attack  on  the 
deficit — a  number  of  coat-cutting  measures  are  proposed  in  the  budget,  along  with  program  level 
reductions  and  freezea.   The  impact  of  these  efforts  is  evident  in  the  outlay  trend  over  the 
final  5  years  of  the  period.   During  1995-1999,  outlays  are  expected  to  grow  at  an  average  rate 
of  $398  million  per  year,  compared  with  a  $1  billion  per  year  average  over  the  previoua  14  years. 

■-2 
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962 

968 

965 

965 

S.172 

5,142 

5,145 

5,  37.5 

+230 

6,134 

6,110 

6,110 

6,340 

+230 

DEPARTMENT   OF   ■MOT   AND    URBAN    DEVELOPMENT 
lilMBM   AMD   8IPEHSES,     HOUSING    AND   URBAN    DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  -Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justification.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  aeparate  section  for  Salaries  and  Expense*  has  been  Included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994,  and  199S. 

BUDGET  ACT IV ITT  ll   BOOSING  PROGRAMS 

ACTrVITT  HIGHLIGHTS 

BUDGET     CURREHT  INCREASE  + 

ACTUAI,    ESTIMATE   ESTIMATB   ESTIMATE  DECREASE  - 

1993      1994      1994       1995  1995  vs  1994 
(Dollars  in  Thousands) 

Total  Budget  Activity  5337,920   $356,695   1342,729   $372,170    +$29,441 

Full -Time  Permanent  Appointments, 
End-of-xear   5,917     6,103     5,938      5,938 

Pull-Time  Equivalent  Employment i 

Headquarters   

Field  

Total  PTE  

NOTE i    Pull-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the  permanent 
appointments  made  affordable  by  Pull-Time  Equivalent  (PTE)  employment  ceilinga.   They 
are  not  control  numbers  and  may  vary  depending  on  conditions.   PTBs  exclude  overtime  and 
terminal  leave. 

STAFFING  SUMMARY 

1.   SCOPE  ACTIVITY 

The  Bousing  staff  is  responsible  for  performing  functions  pursuant  to  legislation  which 
authorizes  the  Department  to  enter  into  contracts  for  the  development  and  operation  of  projects 
for  occupancy  by  very  low-income,  low- Income  and  moderate- Income  households;  to  provide  direct 
loans  to  nonprofit  sponsors  for  the  development  of  bousing  for  the  elderly  or  handicapped;  to 
underwrite  mortgage  or  loan  insurance  to  finance  new  construction,  rehabilitation  or  the  purchase 
of  existing  dwelling  units;  and  to  conduct  several  regulatory  functions i 

—  The  U.S.  Bousing  Act  of  1937,  as  amended,  which  authorizes  assistance  to  lower- 
income  or  moderate- income  households  under  Sections  8  and  17  of  the  Act; 

—  The  National  Bousing  Act,  as  amended,  which  authorizes  the  provision  of  mortgage  or 
loan  insurance  for  single  family  and  multifamily  housing  and  other  related 
facilitiea  such  as  nursing  homes  and  manufactured  home  courts  and  the  provisions  of 
Interest  reduction  payments  for  the  Section  235  Homeowner ship  Assistance  program  and 
the  Section  236  Rental  Bousing  Assistance  program; 

—  Section  201  of  the  Bousing  and  Community  Development  Amendments  of  1978,  authorizing 
assistance  to  restore  or  maintain  the  financial  soundness,  to  Improve  the  management 
and  to  maintain  the  low-  to  moderate- income  character  of  certain  assisted  projects; 

—  Section  202  of  the  Bousing  Act  of  1959,  as  amended,  which  authorizes  direct  loans 
for  the  development  of  housing  exclusively  for  the  elderly  or  handicapped; 

~  Section  811  of  the  National  Affordable  Bousing  Act  which  authorizes  capital  grants 
and  rental  assistance  for  the  development  of  housing  exclusively  for  the  disabled; 
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—  Title  IV  of  the  Bousing  and  Community  Development  Amendments  of  1978,  authorizing 
the  Congregate  Bousing  Services  program; 

Section  101  of  the  Bousing  and  Urban  Development  Act  of  1965,  as  amended,  which 
authorizes  rent  supplements  on  behalf  of  needy  tenants  living  in  privately  owned, 
privately  operated  and  privately  financed  housing; 

—  The  Interstate  Land  Sales  Pull  Disclosure  Act,  Title  XIV  of  P.L.  90-488,  as  amended, 
which  requires  developers  of  subdivisions  to  file  registration  statements  with  the 
Secretary  where  mail  or  interstate  commerce  is  involved; 

—  The  National  Manufactured  Borne  Construction  and  Safety  Standards  Act  of  1974,  Title 
VI  of  P.L.  93-863,  which  authorizes  HUD  to  develop  and  enforce  construction  and 
safety  standards  for  all  manufactured  homes  sold  in  the  United  States; 

—  The  Real  Estate  Settlement  Procedure  Act  of  1974,  P.L.  93-353,  as  amended,  which 
authorizes  the  regulating  of  certain  lending  practices  and  settlement  and  closing 
procedures  in  Federally  related  mortgage  transactions  to  eliminate  unnecessary  costs 
and  to  minimize'  difficulties  of  settlement;  and 

—  The  Lead-Based  Paint  Poisoning  Prevention  Act  of  1971,  as  amended,  which  authorizes! 
(1)  the  establishment  of  procedures  to  eliminate  the  hazards  of  lead-based  paint  in 
any  existing  house  which  is  covered  by  an  application  for  mortgage  insurance  or 
housing  assistance  payment,  and  (2)  procedures  to  eliminate  the  hazards  of  lead- 
based  paint  poisoning  in  all  Federally  owned  properties  prior  to  sale  when  their 
intended  use  is  residential. 

2.   WORKLOAD 

Specific  Bousing  workload  elements  consistent  with  workload  and  assumptions  in  Bousing 
program  budgets  are  listed  in  the  "Detail  of  Bousing  Field  Staffing  Requirements."   The  principal 
functions  conducted  by  Bousing  staff  to  implement  this  workload  are  as  follows i 

—  performing  preapplication  and  other  review  activities  through  to  construction 
completion,  execution  and  closing  of  contracts  and  mortgages; 

--  developing  underwriting  standards,  making  actuarial  determinations,  and  establishing 
fees  and  premiums  for  mortgage  insurance  for  homes  and  projects  and  other  financial 
and  related  assistance  authorized  by  the  national  Bousing  Act; 

—  participating  in  the  analysis,  review,  and  evaluation  of  HUD-insured  and/or 
Section  8,  and  other  multifamily  projects  during  the  construction  and  occupancy 
stages; 

—  developing  new  instructions  and  issuances  and  revising  existing  issuances  such  as 
Fair  Market  Rente  (FMRs)  and  Annual  Adjustments  Factors  for  the  Section  8  program; 

reviewing  and  monitoring  multifamily  projects  to  ensure  that  appropriate  management 
activities  are  conducted  and  resources  are  used  in  accordance  with  approved  plans 
and  agreements; 

reviewing  and  monitoring  State  agency  administration  of  Federal  housing  programs; 

—  servicing  HUD-insured  and  HUD-held  mortgages  for  home  and  multifamily  insurance 
programs,  negotiating  forbearance  agreements,  handling  assignments  of  mortgages, 
providing  assistance  under  the  terms  of  the  Troubled  Projects  (Flexible  Subsidy) 
program,  performing  liquidations  and  collection  functions  under  Title  I  of  the 
National  Bousing  Act,  and  managing  the  Housing  for  the  Elderly  or  Handicapped  Loan 
Program; 

—  performing  property  disposition  activities  which  include  supervision  of  Area 
Management  Brokers,  rehabilitation  of  acquired  properties,  management  of  the 
property  inventory  and  the  sale  of  HUD-owned  properties; 
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— -  servicing  the  mortgages  of  the  Ore— unity  Disposition  program  covered  under  the 
Atomic  Bnergy  OB—  unity  Act  of  19  55,  aa  amended; 

—  examining  registration  statements  and  other  required  material  from  developers  of 
subdivisions  involved  in  interstate  i  i email  i  n  to  determine  their  formal  and  legal 
adequacy  and  issuing  exemption  orders  and  advisory  opinions; 

—  developing  and  enforcing  construction  and  safety  standards  for  manufactured  homes) 
and 

--  certifying  or  recertifying  housing  counseling  agencies. 

3.   80HHART  OF  6TAPFI»0  RBOOIttEMEWTS  BT  CRAPS'  LEVEL 

The  following  table  provides  s  summary  of  the  distribution  of  grades  for  Bousing  staff 
for  1993,  1994  and  199S. 


_GRADE_ 


Executive  Level  rv 


■8-3 
18-2 

18- 1 

GS/GM-15 

08/OM-14 

as/QK-13  and  Below 

Total,    Pull-Time 
Permanent  Appoint- 
ments,  Ind-of-Tear 

Pull-Time  Equivalent 
Employment    .    .    . 


_H2_ 


ACTUAL 
1993 


rilLD  TOTAL 


1994 


■8TIMAIE 
1995 


"«LD 


BO     FIELD     TOTAL 


150 
111 


127 
.823 


277 
■  S3< 


33 
58 
<8S    4.784 


12 

32 
S.469 


685    4.784 


12 
12 

5.469 


3,938 

6,340 
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EIPLABATIOH   OP    STAFFING   RBOCIKEMETS 

1.       HEADQUARTERS    EMPLOTMET 

FULL-TIME    BOUIVALBHT    EMPLOYMENT    (FTB) 

BUDGET            CURRENT  INCREASE    ♦ 

ACT0A1         ESTIMATE      ESTIMATE       ESTIMATE         DECREASE    - 

1993               1994             1994   1/  1995           1995   vs    1994 

Assistant   Secretary: 

Immediate  Office 11.6  15  14  15                     +1 

Hospitals 4.0                 4  4  4 

Subtotal,  Assistant  Secretary  ....  15. £  19  18  19         +1 

FEA  Comptroller! 

Immediate  Office 4.9  5  5  5        ... 

Policy  Planning  and  Financial  Systems  .  22.5  24  25  27         +2 

Mortgage  Ins.  Accounting  i   Servicing   .  397.0  404  387  387 

Evaluation 30.3  24  32  32        ... 

Subtotal,  FBA  Comptroller 454.7  457  449  451         +2 

Single  Family  Housing! 

Deputy  Assistant  Secretary 10.7  10  10  10        ... 

Lender  Activities  £  land  Sale 

Registration 89.4  85  88  86         -2 

Insured  Single  Family  Bousing 70.8  71  69  68         -1 

Manufactured  Bousing  t   Regulatory  Fns  .  40.4  38  41  40         -1 

Subtotal,  Single  Family 211.3  204  208  204         -4 

Multifamily  Housing! 

Deputy  Assistant  Secretary 11.1  12  is  IS        ... 

Multifamily  Bousing  Development  ....  42.7  42  42  42 

Multifamily  Bousing  Management   ....  57.6  55  60  61         +1 

Preservation  k   Property  Disposition  .  .  31.7  38  33  34         +1 

Elderly  and  Assisted  Bousing 24.6  24  23  23 

Resident  Initiatives 9.0       9  9       9        ±-!_L 

Subtotal,  Multifamily 176.7  180  182  184         +2 

Operations i 

Deputy  Assistant  Secretary 5.3  7  7  7        ... 

Bousing  Budget  i   Field  Resources   ...  28.2  36  27  28         +1 

Management 70.4  65  74  72         ^2 

Subtotal,  Operations 103.9  108  108  107         -1 

Total,  Headquarters  Pull -Time- 
Equivalent  Employment 962.2  968  965  965        ... 

1/     Bousing  headquarters  is  currently  undergoing  a  reorganization. 

a.   HEADQUARTERS  STAFF  FOBCTIOHS 

Headquarters  staff  have  the  responsibility  for  performing  the  following  principal 
functional 


developing  program  and  policy  recommendations  for  all  Bousing  programs; 

directing  and  coordinating  the  administration  of  all  Bousing  programs  and 
providing  technical  assistance  and  procedural  guidance  to  the  Field  staff) 

monitoring,  reviewing,  and  evaluating  Field  program  operations  and  reviewing 
administrative  practices  of  local  agencies  to  ensure  that  programs  are  managed 
efficiently  and  that  services  and  assistance  are  provided  as  intended; 
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monitoring,  reviewing,  and  evaluating  Field  program  operations  and  reviewing 
administrative  practices  of  local  agencies  to  ensure  that  programs  are  managed 
efficiently  and  that  services  and  assistance  are  provided  as  Intended) 

administering  regulatory  functions  of  the  Department  as  required;  and 

providing  private  market  financing  assistance  to  local  agencies,  as  well  as 
administrative,  management,  statistical  and  budget  support. 


2.       FIELD   EMPLOYMENT 


Hultlfamlly  Program  Functions 
Production i 

Section  202  (  811  Programs  .  .  .  . 
Hultlfamlly  Insured  Programs  .  .  . 
Other  Hultlfamlly  Housing  Programs 

Subtotal,  mf  Production  

Asset  Management! 

Servicing  (Inc.  CFS/TRACS)   .  .  .  . 

Property  Disposition   

Subtotal,  MF  Asset  Management  .  . 

Subtotal,  MF  Program  Functions 

Single  Family  Program  Functions 
Production i 

All  SF  Programs  

Asset  Management i 

Servicing  

Debt  Collection  

Property  Disposition   

Subtotal,  SF  Asset  Management  .  . 

Subtotal,  SF  Program  Functions 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIHATB 

DECREASE  - 

1993 

1994 

1994 

1995 

1995 

vs  1994 

279.7 

136 

273 

214 

-59 

330.2 

509 

479 

654 

+175 

60.7 
670.6 

102 
747 

54 

806 

55 
923 

+1 

+117 

1,216.5 

1,243 

1,173 

1,368 

+195 

127.9 
1,344.4 

140 
1,383 

133 
1,306 

168 
1,536 

+35 
+230 

2,015.0 

2,130 

2,112 

2,459 

+347 

99S.1 

879 

937 

853 

-84 

849.6 

837 

893 

939 

+46 

132.0 

116 

115 

113 

-2 

783.0 
1,764.6 

7 

768 
,721 

1 

765 
,773 

1 

725 
,777 

-40 
+4 

2,759.7 

2 

,600 

2 

,710 

2 

,630 

-80 

Support 
General  Direction  and  Field  Leadership  Staff 


Total,  Field  Full-Time- 
Equivalent  Employment 


DISCUSSION  OF  STAFFING  CHANGES 


(1)   EXPLANATION  OF  CHANGES  FROM  1994  BUDGET  TO  1994  CURRENT  ZSTIHATE 

For  1994  there  is  a  net  increase  of  3  FTE  from  the  Budget  Estimate  to  the 
Current  Estimate.   However,  included  in  that  slight  increase  are  a  reduction  of  90  FTE  due  to  the 
midyear  redeployment  of  regional  office  staff  as  part  of  the  Housing's  reorganization  and  a 
reduction  of  50  FTE  needed  for  CFS/TRACS.   Other  changes  reflect  increases  and  decreases  in  staff 
due  to  workload  changes  reflected  in  Housing  program  budgets  as  well  as  resource  management 
strategies . 

During  fiscal  year  1994  Housing  will  be  implementing  a  reorganization  of  its 
field  structure  to  Improve  service  to  its  clients  and  to  increase  efficiency.   The  following  is  a 
description  of  the  reorganization  plan  for  the  Office  of  Housing. 
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Field  Office  operations  will  be  reorganized  along  Sousing's  two  aajor  lines  of 
business i   single- family  bousing  and  multifamily  bousing.   Although  headquarters  is  currently 
organized  this  way,  the  field  is  organized  along  bousing  management  and  housing  development 
functional  lines.   This  hampers  the  efficient  delivery  of  program  services  to  the  customers  of 
multifamily  and  single-family  operations,  two  distinct  lines  of  business. 

A  direct  reporting  relationship  between  the  headquarters  Office  of  Bousing  and 
its  Field  Office  staff  will  be  established,  which  means  that  Bousing  field  staff  will  report 
directly  to  the  Office  of  Housing  through  a  new,  streamlined  field  leadership  structure.   This 
structure  includes! 

Bousing  Directors  in  the  larger  "A"  offices  will  report  directly  to  the 
Assistant  Secretary  for  Bousing.   Subordinate  single  and  multifamily 
division  directors  will  report  to  these  Bousing  Directors. 

Five  Field  Information  Advisors  will  be  appointed  by  the  Assistant 
Secretary  to  serve  as  his  'eyes  and  ears*  in  the  field.  Bach  advisor  will 
be  responsible  for  gathering  information  from  the  field,  coordinating 
special  projects,  and  providing  counsel  to  the  Assistant  Secretary  and  the 
program  Deputy  Assistant  Secretaries  (DAS)  concerning  programs  and 
operations  in  an  assigned  area  of  the  country.  These  advisors  will  be 
support  staff,  with  no  authority  over  field  programs  or  field 
administrative  resources. 

Multifamily  and  Single-Family  Division  Directors  in  medium  and  small  field 
offices  will  report  directly  to  their  corresponding  program  Deputy 
Assistant  Secretary. 

Smaller  "C"  and  "D"  offices,  where  only  single-family  programs  are 
administered,  will  report  to  a  Single-Family  Division  Director  in  a  nearby 
•A-  or  "B"  field  office. 

Field  Management  Specialists  will  be  placed  within  the  office  of  each 
program  DAS  to  gather  Information  and  assist  in  all  matters  related  to  the 
management  of  field  program  line  operations.   These  particular  staff  will 
provide  a  support  function  and  will  not  constitute  another  layer  in  the 
command  structure. 

Housing  will  establish  one,  possibly  two,  consolidated  processing  centers  this 
fiscal  year,  to  improve  customer  service  by  relieving  field  offices  of  repetitive  work  that  can 
be  more  efficiently  performed  in  the  processing  centers. 

(2)   EXPLANATION  OF  CHAHGBS  FROM  1994  CPRREHT  ESTIMATE  TO  1995  ESTIMATE 

For  199S  there  is  a  net  increase  of  230  FTE  from  the  1994  Current  Estimate  to 
the  1995  Estimate.   Staffing  for  multifamily  programs  increases  by  347  FTE  for  asset  management 
(230  FTE)  and  production  (117  FTE).   Staffing  for  single  family  programs  decreases  by  80  FTE  due 
in  part  to  the  efficiency  of  scale  inherent  in  the  single  family  production  service  centers 
established  as  part  of  Housing's  field  reorganization.   In  addition,  workload  for  single  family 
property  disposition  declined  offsetting  the  staffing  requirement  generated  by  increased  workload 
in  single  family  servicing. 

b.   FIELD  STAFF  FOHCTIOHS 

(1)   PRODOCTIOH 

The  Bousing  production  staff  works  directly  with  sponsors,  developers,  and 
mortgagees  in  the  preparation,  review,  and  approval  of  applications  for  grants,  and  mortgage 
insurance.   Staff  activities  begin  with  the  initial  inquiry  about  obtaining  program  assistance 
and  continue  through  the  review  and  approval  of  applications;  the  execution  of  assistance 
contracts)  the  Inspection  and  completion  of  construction)  and  the  closing  of  loans  and  grants, 
execution  of  Bousing  Assistance  Payment  contracts,  and  final  endorsement  of  mortgage  insurance. 
These  activities  are  designed  to  protect  the  Federal  Investment. 
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(2)       ASSET   MANAGEMENT 

The  primary  objective  of  the  asset  management  staff  in  the  Field  Offices  is  to 
preserve  the  quality  and  fiscal  integrity  of  BUD  assisted/subsidized/insured  housing.   These 
activities  are  the  responsibility  of  two  staff  groups ■   the  Loan/Mortgage  Management  staff  is 
responsible  for  the  management  and  servicing  of  BUD-insured  and  BUD-held  mortgages,  the 
management  of  Sousing's  subsidized  programs,  and  the  management  of  the  Direct  Loan  and  grants 
portfolios;  and  the  Property  Disposition  staff  is  responsible  for  the  management  and  disposition 
of  BUD-owned  properties. 


Resource 
Allocation 

Guideline 


MULT I FAMILY 
Production 


Fiscal  Year  1994 
Projected   Projected 
Indicator  Accomplish-    Unit 
{Work  unit)     roent       Cost 


Fiscal  Year  1995 
Projected   Projected 


Section  202 

Reservations Project 

Starts Project 

Final  Closing Project 

Subtotal,  Sec.  202.. 

Insured  Multifamily 

Firm  Commitments Project 

(Full  BUD  Process)..  Project 

(Full  with  TDC) Project 

(Delegated  Process).  Project 

Init  Ind/Const/Post.  Project 
Subtotal,  Ins.  MF. . 

Rental  Bousing  Dev . 

4  Special  Purpose 

Grant  Programs 

Approved  not  Closed.., 


BOPI 

Development  Support... 

Preservation 
Development  Support . . . 

Data  Bank  Maintenance. 

Staff  Mgmt.  Adjust.... 
Subtotal , 
MF  Production 


Project 

Application 

Plan 
MF  Office 


1,237 

200.00 

118.5 

407 

200.00 

3S8 

800.00 

137.2 

314 

800.00 

215 

800.00 

82.4 
338.1 

361 

800.00 

878 

1,124.86 

473.0 

1,354 

1,125.10 

(329) 

1,300.00 

(204.8) 

(508) 

1,300.00 

(110) 

1,100.00 

(58.0) 

(169) 

1,100.00 

(«39) 

1,000.00 

(210.2) 

(677) 

1,000.00 

454 

550.00 

119.6 
592.6 

679 

550.00 

94     70.00 


100.00 


0.3 


524     202.00      50.7 

51   1,044.00      25.5 

-203.8 

806.6 


50 

70 

.00 

1.7 

40 

100 

.00 

1.9 

533 

202 

.00 

51.8 

51 

1,040, 

.00 

25.5 
-367.8 

Asset  Management 
Servicing 

Input  to  Development..  BAP  4  Firm 

Project  Servicing i 

Insured Project 

BUD-Beld Project 

Section  202 Project 

All  Bon-Ins  Sec  8...  Project 

Preservation Project 

BOPI  2 Project 

Occupancy  Process   a/..  Bag  Ut  000s 

Staff  Mgmt.   Adjust?... 
Subtotal , 
MF  Servicing 


15 

,087 

96.00 

693.7 

15,988 

96.00 

737.9 

2 

,409 

170.00 

196.1 

2,437 

170.00 

199.2 

4 

,676 

70.00 

156.8 

4,891 

70.00 

164.6 

5 

,086 

20.00 

48.7 

5,398 

20.00 

51.9 

918 

400.00 

175.9 

571 

400.00 

109.8 

107 

400.00 

20.5 

110 

400.00 

21.2 

1, 

,411 

310.00 

259.5 
-378.4 

1,444 

310.00 

215.2 
-132.4 

a/      Includes   SO  FTB  for  CFS/TRACS  in  fiscal  year   1994. 
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Resource 

Allocation 
Guideline 


jticf 


cal  tear  1994 


Projecte3 Projected 
Indicator  Accomplish-   Unit 
(stork  unit)    ment Cost 


MULT  I  FAMILY 
'Cont'd) 

Property  Disposition 

Sales  by  RFP/Begotiate 
Inventory  Maintenance. 
Foreclosure/Preacq. . . . 
BOD  Sale  (ex  Close)... 
All  Sales  Closings.... 
Staff  Mgmt.  Adjust.... 
Subtotal , 
MP  Property  Disp . . . 

Subtotal,  HF 
Asset  Management. 

Subtotal,  HF 
Program  Fna .... 

SIBGLE  FAMILY 
Production 


Project 
Project 
Project 
Project 
Project 


ra_ 


riscsl  Tear  1995 

Projected Projected 
Accomplish-   Dnit 

SS°£ SSIt ES_ 


36 

eoo.oo 

13.8 

270 

soo.oo 

103.4 

259 

400.00 

49.6 

185 

400.00 

35.4 

ISO 

200.00 

17.2 

-86.5 

132.9 
1,305.7 
2,112.3 


50 

800.00 

19.2 

200 

800.00 

76.9 

200 

400.00 

38.5 

170 

400.00 

32.7 

180 

200.00 

17.3 

-16.3 

168.3 
1.S35.7 
2,459.4 


Borne  Insurance 
Lender  Processed i 

Proc  thru  Endorse.. 

Val.  t   AiE  Reviews. 

Mtg.  Credit  Reviews 
HOD  Processed i 

Conditional  Op—It 

Firm  Commitment.... 

Endorsement 

CHOMS  Proc/Data  Entry 

Subtotal,  Ins  Proc. 

Other  S.P.  Process 

Sec.  234  Proj .  Proc.. 

Subdiv/Condoi  Reviews 

Checks. 

Subtotal,  Other  S.F 

Staff  Hgmt.  Adjust... 
Subtotal, 
SF  Production 


Servicing 

Mortgagee  Reviews.. 
Assignment  Request. 
Secy-Held  Mortgages 
Defaulted  Mortgages 
Current  Ins.  Mtg a.. 
Bousing  Counseling. 
Staff  Mgmt.  Adjust. 
Subtotal, 
SF  Servicing. . . . 


Case 

1,012,233 

0.45 

218.2 

965,462 

0.45 

208.9 

Case 

202,447 

3.45 

334.5 

193,092 

3.45 

320.3 

Case 

202,447 

1.80 

174.5 

193,092 

1.80 

167.1 

Case 

11,489 

5.70 

31.4 

10,957 

5.70 

30.0 

Case 

11,489 

3.90 

21.5 

10,957 

3.90 

20.5 

Case 

10,225 

2.60 

12.7 

9,752 

2.60 

12.2 

Action  000s 

56,235 

12.00 

323.2 
1,116.0 

53,637 

12.00 

309.4 

1,66-6.4 

Project 

1,900 

20.00 

18.2 

1,800 

20.00 

17.3 

Review 

1,500 

35.00 

25.1 

2,000 

35.00 

33.7 

Checksheet 

30,000 

1.00 

14.4 
57.7 

-236.8 

25,000 

1.00 

12.0 

6777 

-278.4 

Review 

160 

80.00 

C.l 

170  " 

80.00 

6.S 

Request 

72,000 

12.00 

413.8 

80,000 

12.00 

461.5 

Mortgage 

100,079 

12.00 

575.2 

112,430 

12.00 

648.6 

Mortgage 

162,910 

1.00 

78.0 

153,817 

1.00 

74.0 

Mtg  000 's 

6,524 

10.00 

31.2 

7,636 

10.00 

36.7 

Agency 

600 

50.00 

14.4 

-225.7 

750 

50.00 

18.0 
-306.4 
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Indicator 
(Work  unit) 

Piacal  Tear  1994 

Piacal  Tear  1995 

Raaourca 
Allocation 

Guideline 

Projected  Projected 

Accomplish-    Unit 
ment       Cost 

m 

Projected  Projected 
Accomplish-    Dnit 
ment       Coat 

PTE 

SIHGLI  PAMILT 
(Cont'd) 

Debt  Collection 

Prop .  Improve .  Loan ■ . . 
Manufact.  Home  Loans.. 
Generic  Debt  Ca«»n 

Loan 
Loan 
Caae 

27,723      6.60 
13,249      7.70 
2,168      7.00 

S7.6 

48.9 

7.3 

29,200      6.60 

12,200      7.70 

3,500      7.00 

92.7 
45.2 
11.8 

1? 

,103 

11.00 

169.1 

25,962 

11.00 

137.3 

60 

441 

10.00 

289. 5 

65,272 

10.00 

313.8 

61 

,390 

14.00 

425.0 

54,394 

14.00 

366.1 

2 

,059 

24.00 

23.7 

2,250 

24.00 

26.0 

27 

,000 

4.00 

51.7 
-193.5 

27,000 

4.00 

51.9 
-170.3 

Staff  Mgmt.  Adjust.... 
Subtotal, 
SP  Debt  Collection. 

Property  Disposition 

Inventory Property 

Acquis ition  a/ Property 

Salea Property 

Homeless  Initiative...   Property 

Occupancy — Preacq Request 

Staff  Mgmt.  Adjust.... 
Subtotal, 
SP  Property  Diap. . .  765.5  724.8 

Subtotal,  SP 
Asset  Management.  1,773.3  1,776.6 

Subtotal,  SP 
Program  Pna 2,710.2  2,629.6 


Regional  Staff FTP  179   1,044.00     89.5         ...   2,080.00      0.0 

General  Direction PTP  233   2,088.00     233.0         286   2,080.00     286.0 

Subtotal,  Support...  322.5  286.0 


a/   Includes  sales  without  acquisition. 
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BUB 

The  table  below  identifies  travel  requirements  unique  to  thia  activity. 

BUDGET      CURRBHT  IHCREASE  + 

ACTUAL     ESTIMATE    ESTIMATE    ESTIMATE     DECREASE  - 

1993       1994       1994       1995  1995  va  1994 
(Dollar*  in  Thousands ) 

Headquarters   $791       $863     $1,158     $1,260        +$102 

Held 2.476      3.082      2.352      2.566  +214 

Total 3,267      3,945      3,510      3,82«         +31? 

The  principal  contract  eategoriee  aret  Technical  Servicea,  Data  and  Statietioal  Servlcea 
and  Management  Servlcea.  The  following  table  identlflea  the  coata  for  each  of  the  contract 
eategoriee . 

BUDGET      CURRBHT  INCREASE  + 

ACTUAL     BSTIHATE    ESTIMATE    ESTIMATE  DECREASE  - 

»»3       1994       !»»«       18»5  1995  va  1994 
(Dollar a  in  Tnouaanda) 

Technical  Servicea   $1,394  $1,455  $1,035  $3,037  +$2,002 

Data  and  Statlatical  Servicea  ....  159  150  102  103  +1 

Management  Servicea ...  250  ...  ...  ... 

Total  1,553  1,SS5  1,137  3,146  +17*51 

••   Technical  Servicea  $3,037  Thouaand 

dl   Manufactured  Hnaiea  annual  Ad  Hoc  »n{Tr7f1TTfi+  Tm.m. »"°  Thouaand 

Thia  contract  la  aupported  by  funda  tranaferred  from  the  Manufactured  Bob* 
Xnapeetlon  and  Monitoring  Program  to  continue  to  collect  data  and  conauear  information  required 
to  make  laprovementa  in  manufactured  home  atandarda.  The  Rational  Manufactured  Houaing 
Construction  and  Safety  Act  requlrea  the  Department  to  collect  data  in  aupport  of  propoaed 
improvements  for  the  aafaty  and  durability  of  manufactured  homea.  The  contractual  aarvlcea 
enable  the  Department  to  fulfill  Its  obligation  under  the  manufactured  houaing  act  to  provide  a 
biennial  report  to  Congreoa  on  the  quality  of  manufactured  homea.  Thia  contract  alao  enable*  the 
Department  to  obtain  data  in  order  to  upgrade  the  Federal  atandarda  for  manufactured  homea  by 
eliminating  atandarda  which  do  not  enhance  the  aafaty,  durability  and  llvaability  of  manufactured 
homea  and  adding  atandarda  where  data  ahow  that  problem*  eziat.  In  further  compliance  with  the 
manufactured  houaing  act,  thia  contract  will  alao  provide  emergency  room  injury  data  collection 
relative  to  manufactured  homea.  Thia  data  will  Identify,  and  maaaure  the  magnitude  of,  injury 
problem*  aaaoeiated  with  manufactured  homea.  Thia  contract  la  eatimated  at  $150  thouaand  in 
1994. 

(2)   HTfflf  WiTUr™  Diacloeure  Act  (BMDA)  Lender  Survey $582  Thouaand 

Thia  contract  la  for  aupporting  a  lender  survey.  BMDA  operation*  have  not  been 
staffed  and  are  Congraasionally  mandated  with  work  and  report  deadlines  designated  by  Regulation 
C  of  the  Federal  Reserve  Board,  publiehed  aa  12  CPT  Part  203.  Contractor  aervicea  are  for 
conducting  a  survey  of  all  unregulated  mortgage  companies  aa  wall  aa  lendera  doing  bualneaa  under 
FHA  programa.  Thia  contract  is  eatimated  at  $472  thouaand  in  1994. 

<»>   Ho—  Mortnano  Diacloeure  Act  rBMDA) $403  Thousand 

The  funda  requested  are  for  an  interagency  agreement  with  the  Federal  Reserve  Board 
to  cover  HDD's  share  of  BMDA  requirements  that  are  mat  by  ADP  ayatema  which  collect  and  publish 
data  In  accordance  with  the  Act.  Thia  contract  la  eatimated  at  $330  thousand  In  1994. 

<«>   rilMIII  111  BB  T«r*tT $100  Thousand 

This  contract  la  for  conducting  surveys  of  commercial  and  mutual  savings  banks,  and 
state  and  local  credit  agencies. 

('I   Ima.  Management  —port  Project $150  Thouaand 
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This  contract  Is  to  assist  In  developing  and  Implementing  a  management  reporting 
system  for  monitoring  the  execution  and  outcomes  of  program  management  Initiatives  and  loss 
prevention  measures. 

(6)  Mortgage  Market  Survey   $75  Thousand 

This  contract  Is  for  surveying  both  private  and  public  pension  funds,  Including 
state  and  local  retirement  systems.   There  will  be  both  quarterly  surveys  of  the  mortgage 
Investments  these  Institutions  hold,  and  monthly  surveys  of  their  mortgage  lending  activity. 

(7)  Credit  Union  Survey  $50  Thousand 

This  contract  Is  for  collecting  monthly  Information  on  the  mortgage  activity  of 
Insured  Federal  and  state  credit  unions  and  non- Insured  state  credit  unions. 

(B)   Year-End  Closing  Procedures  $200  Thousand 

This  contract  Is  to  assist  In  developing  and  documenting  the  year-end  accounting 
closing  procedures  to  ensure  timely,  consistent,  and  accurate  journalizing  of  accounting  data 
necessary  for  the  preparation  of  audited  annual  financial  statements. 

(9)  Resident  Initiative  Clearinghouse  $100  Thousand 

This  contract  Is  for  clearinghouse  services  and  the  publication  and  distribution  of 
Information  materials  to  applicants  and  grantees.  This  contract  Is  estimated  at  $83  thousand  in 
fiscal  year  1994. 

(10)  HODAG  Settlement  Assistance $200  Thousand 

This  contract  is  for  settlement  of  the  remaining  Bousing  Development  Grants  and 
recovery  of  funds  owed  HUD  by  owners  and  grantees. 

(11)  Section  202/811  Workshops  $200  Thousand 

This  contract  is  for  training  on  Section  202/811  application  standards  to  Field 
staff  so  that,  as  a  result  of  improved  guidance  provided  by  staff,  fewer  improper  applications 
are  submitted  by  Section  202/811  applicants. 

(12)  Close  Out  Sec.  106b  Seed  Honey  Loans $75  Thousand 

This  contract  is  for  closing  out  Section  106(b)  seed  money  loans  that  are 
outstanding. 

(13)  Multlfamllv  Briefings  for  HUD  Clients  $200  Thousand 

These  briefings  are  to  provide  general  information  on  all  Multifamlly  programs  and 
Multifamlly  HOFAa.  With  multiple  HOFAs  being  issued,  the  briefings  will  give  an  overview  of  all 
assistance. 

(14)  Bousing  Program  StudieB  $200  Thousand 

This  contract  is  for  conducting  process  studies  of  (1)  multifamlly  program 
development  oversight;  (11)  staff  operations  for  FHA  notes  and  property  inventories;  (ill) 
comprehensive  multifamlly  servicing;  and  (iv)  monitoring  of  mortgagors  and  mortgagees.   The 
contract  also  is  to  identify  opportunities  for  large  savings  and  productivity  improvements  and 
assist  in  reengineering  processes. 

(15)  Design  and  Conduct  CHSP  Training   $100  Thousand 

This  contract  is  for  Congregate  Bousing  Services  Program  (CHSP)  training  for  Field 
staff  in  grant-making  and  monitoring  functions.   The  last  CHSP  training  was  in  1985. 

(16)  Handbook  Writing  Services  $42  Thousand 

This  contract  is  for  developing  sample  project  repair  specifications  for  the  Field 
Offices. 

(17)  Special  Purpose  Grants  Advisor   $150  Thousand 

Contracting  for  these  activities  is  for  ensuring  that  Special  Purpose  Grant 
applications  and  agreements  are  reviewed  expeditiously  and  in  accordance  with  Federal 
requirements)  and  that  the  Bousing  Development  Grant  (BoDAG)  and  Special  Purpose  Grants  programs 
are  Implemented  in  compliance  with  all  Federal  requirements. 
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b.   Data  and  Statistical  Services   (103  Thousand 

Manufactured  Homes  Annual  Data  Collection  and  Consumer  Survey   $103  Thousand 

This  contract  Is  for  continued  support  to  conduct  tests  In  connection  with  manufactured 
home  safety  enforcement  actions.  Anticipated  recall  actlona  Involving  large  numbers  of 
manufactured  homes  require  special  testing  of  manufactured  home  components  to  establish  s  basis 
for  talcing  legal  action  against  manufacturers  who  fall  to  correct  defects.   These  tests  determine 
conformance  of  such  components  as  gas  valves,  circuit  breakers,  furnace  flues,  glass  doors, 
egress  windows,  and  roof  trusses  that  have  resulted  in  discomfort,  injury,  or  death  to  occupants 
when  the  components  have  been  defective.   In  addition,  the  teats  enable  the  Department  to  enforce 
the  requirements  of  the  Rational  Manufactured  Borne  Construction  and  Safety  Standards  Act  with 
respect  to  components  that  are  certified  falsely.  This  contract  is  estimated  at  $102  thousand  in 
fiscal  year  1994. 
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PUBLIC  AHD  IHDIAH  HOUSING 


MODERNISATION 


(Included  in  Annual  Contributions 
for  Assisted  Bousing  Appropriation) 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

1993 

1994 

1994 

1994 

1995 

INCREASE  + 
DECREASE  - 
1995  vs  1994 


(Dollars  in  Thousands) 


Budget  Authority i 

Inacted $3,100,000  $3,100,000  $3,230,000   $3, 229, 999a/  $2,786,000  -$443,999 

Emergency  Supp HA  HA       25.000b/     25.000b/  m  -25.000 

Total  Enacted 3,100,000    3,100,000  3,255,000    3,254,999     2,786,000  -468,999 

Carryover 93.318  HA   HA     247.058   HA  -247,058 

Total  Available 3,193,318    3,100,000  3,2S5,000    3,502,057     2,786,000  -716,057 

Ose  of  Budget  Authority i 

Modernisation 2,925,036  2,893,600  3,013,800  3,077,944  2,671,000  -406,944 

Emergency  Supp ...  ...  25,000b/  25,000b/  ...  -25,000 

Employment /Economic 

Opportunity ...  ...  ...  •••  15,000  +15,000 

Choice  in  Management..  ...  50,000  50,000c/  100,000  ...  -100,000 

Vacancy  Reduction/6 J. .  10,146  124,000  129,200  243,054  ...  -243,054 

Lead  Risk  Assessment. .  2,841  10,000  ...  11,957  ...  -11,957 
Resident  Management 

Assistance/TOP  d/...  4,839  10,000  25,000  25,000  85,000  +60,000 
HA  Technical 

Assistance/TOP  d./ . . .  3.398  12.400  12.000  19.102  15.000  -4.102 

Total 2,946,260  3,100,000  3,255,000  3,502,057  2,786,000  -716,057 

a/   Reflects  a  pro-rated  reduction  of  $1,000  to  cover  a  portion  of  the  difference  between 

the  $203  million  of  recaptures  included  in  the  1994  Appropriations  Act  for  the  Annual 

Contributions  account  and  the  $202.9  million  actually  available, 
b/  Represents  $25  Billion  included  in  the  Emergency  Supplemental  Appropriations  Act  of  1994 

(P. L. 103-211)  for  the  modernization  of  existing  projects  damaged  in  the  January  1994 

earthquake  in  Southern  California. 
c/  Award  of  Choice  in  Management  funding  deferred  until  fiscal  year  1993  program  can  be 

evaluated,  pursuant  to  the  1994  Conference  Report  on  va- hud- Independent  Agencies 

Appropriation  (Bouse  Report  103-273). 
d/  expanded  to  the  Tenant  Opportunity  Program  (TOP)  in  fiscal  year  1995. 

SUMMARY  OP  BUDGET  ESTIMATES 


1.   SUMMARY  OP  BUDGET  REQUEST 

The  Budget  proposes  an  appropriation  of  $2.8  billion  for  1995  to  provide  modernization 
funds  to  housing  authorities  (HAs).   This  funding  request  has  four  components.   First, 
$2,671  million  provides  Modernization  funds  under  the  Comprehensive  Grant  Program  (CGP)  and  the 
Comprehensive  Improvement  Assistance  Program  (CLAP)  to  HAs  for  the  physical  and  management 
improvements  of  existing  public  and  Indian  housing  developments.   Second,  $85  million  for  the 
Tenant  Opportunity  Program  (TOP)  which  expands  the  current  Resident  Management  Program.   Third, 
up  to  .538  percent  of  Modernization  funds,  or  up  to  $15  million,  is  requested  to  continue  funding 
the  provision  of  technical  assistance  to  HAs.   Fourth,  $15  million  is  requested  to  fund  the  new 
Employment  and  Economic  Opportunity  for  Low-Income  Persons  Technical  Assistance  Program. 
Authorizing  legislation  is  pending  for  the  expanded  TOP  and  is  proposed  for  the  Employment  and 
Economic  Opportunity  program. 


Funding  for  the  Modernization  Program  and  related  activities 
Contributions  for  Assisted  Bousing"  appropriation. 


is  included  in  the  "Annual 
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2.   CHAMGES  FROM  1993  ESTIMATES  ffl  THB  19>*  BUDGET 

A  comparison  of  fiscal  year  1993  actual  data  with  estimates  Included  In  the  fiscal  year 
1994  Budget  follows i 

FISCAL  YEAR  1994 


In  1994 

Budget        Actual      Difference 
(Dollars  In  Thousands) 


Budget  Authority! 

Appropriation $3,100,000  $3,100,000  a/ 

Funding  Available 3,193,318  3,193,318 

Ose 3,193,318  2,946,260        -$247,058 

a/   Excludes  $100  Billion  transferred  to  BONE  ($60  million)  and  Community  Development 
Grants  ($40  Billion)  pursuant  to  the  Supplemental  Appropriations  Act  of  1993 
(P.L.  103-50). 

The  1993  estimates  In  the  1994  Budget  assumed  that  all  $3.19  billion  of  the  available 
funding — $3.1  billion  of  new  authority  and  $93  million  of  1992  carryover — would  be  reserved  in 
1993.   However,  approximately  $247  million  of  the  funding  remained  unreserved  at  year  end  (Choice 
In  Management  ($50  million),  Vacancy  Reduction  ($98.4  million)  and  the  Comprehensive  Grant 
Emergency  funding  ($57.2  million))  and  carried  over  for  use  In  1994. 

3.   CHANGES  FROM  1994  BODGET  ESTIMATES 

FISCAL  YEAR  1994 


In  1994 
Budget        Actual       Difference 
(Dollars  in  Thousands) 


Budget  Authority i 

Appropriation $3,100,000  $3,230,000  $130,000 

Funding  Available 3,100,000  3,502,058  457,051 

Ose 3.100.000  3.502.056  457.071 

FT  1994  Appropriation (3,100,000)  [3,230,000]  [130,000) 

FT  1994  Emerg.  Supplemental.  (HA)  [25,000]  [25,000] 

FT  1993  Carryover [tt>]  [247,058]  [247,058] 

A  total  of  $3.1  billion  was  requested  in  fiscal  year  1994  for  the  modernization  of 
existing  public  and  Indian  housing  projects  and  set-asides.   However,  Congress  appropriated 
$3,230  million,  $130  million  more  than  the  requested  amount.   In  addition,  $25  million  was 
provided  In  the  1994  Emergency  Supplemental  Appropriations  Act  for  modernization  assistance  to 
existing  public  housing  projects  damaged  in  the  January  1994  southern  California  earthquake. 
These  amounts  along  with  fiscal  year  1993  carryover  funding  of  $247  million,  result  In  a  total 
availability  of  $3.5  billion  for  fiscal  year  1994. 

The  program  components  of  the  fiscal  year  1994  available  budget  authority  include 
$3.1  billion  for  CGP/CIAP.   Included  In  this  amount  is  $75  million  for  emergency/natural  disaster 
funding.   Other  program  components  Include  the  continuation  of  the  Vacancy  Reduction  and  Section 
6J  programs  ($243  million).  Increased  funding  for  TOP  ($85  million),  an  expansion  of  the  program 
previously  known  as  the  Resident  Management  program  and  increased  funding  for  the  Technical 
Assistance  program  ($15  million).   Additional  funding  for  the  Lead-Based  Paint  Risk  Assessment 
program  was  not  Included  in  fiscal  year  1994  due  to  the  availability  of  $12  million  of  previous 
fiscal  year  funds.   Funding  for  the  Choice  in  Management  program  ($100  million  which  Includes 
$50  million  of  1993  carryover  funds)  Is  deferred  in  fiscal  year  1994,  pending  an  evaluation  of 
the  fiscal  year  1993  program,  as  required  in  the  Conference  Committee's  report  accompanying  the 
1994  Appropriations  Act. 
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EXPLANATION  OF  INCREASES  AND  DECREASES 

A  total  of  $2,786  million  is  being  requested  for  Modernization  in  1995  under  the  Annual 
Contributions  for  Assisted  Housing  account.   This  amount  is  $444  million  less  than  the  amount 
appropriated  in  fiscal  year  1994.   The  Department's  decision  to  request  $2.8  billion  was 
influenced,  in  part,  by  the  need  to  fund  other  high  priority  programs,  such  as  the  Severely 
Distressed  Public  Bousing  program,  and  at  the  same  time  meet  the  spending  ceilings  enacted  by  the 
Congress. 

Funds  will  continue  to  be  allocated  in  1995  under  both  the  Comprehensive  Grant  Program  (COP) 
and  under  the  Comprehensive  Improvement  Assistance  Program  (CIAP).   In  1995,  funds  are  being 
allocated  by  formula  under  the  CGP  for  has  with  250  or  more  units  and  by  competition  under  a 
revised  CIAP  for  HAS  with  fewer  than  250  units.   Of  the  total  funds  requested  for  modernisation, 
approximately  $2,671  million  will  be  provided  for  CGP  and  CIAP. 

Also  in  fiscal  year  1995,  up  to  .538  percent  of  Modernization  funds,  or  up  to 
$15  million,  is  requested  to  fund  the  Technical  Assistance  program  for  the  third  year,  an 
increase  of  $3  million  over  fiscal  year  1994.   Included  in  the  $15  million  request  is 
$50  thousand  for  program  travel  expenses  related  to  the  provision  of  technical  assistance  by  HDD 
staff.   The  scope  of  the  assistance  will  be  broadened  in  1995  as  explained  more  fully  in  the 
Program  Description  Section. 

Funding  of  $85  million  is  requested  to  expand  the  Tenant  Opportunity  Program  (TOP),  which 
replaces  the  Resident  Management  Assistance  program.   The  request  represents  an  increase  of 
$60  million  over  the  fiscal  year  1994  funding  level.   The  expansion  to  TOP  will  include  job 
training  and  other  self-sufficiency  and  empowerment  activities.   A  new  initiative  for  fiscal  year 
1995  is  the  Employment  and  Opportunity  for  Low-Income  Persons  Technical  Assistance  program, 
requested  at  a  funding  level  $15  million.   A  more  detailed  explanation  of  this  program  is  under 
the  Program  Description  section. 

PROGRAM  DESCRIPTION 

Public  and  Indian  Housing  Modernization  is  performed  pursuant  to  Section  14  of  the  United 
States  Bousing  Act  of  1937,  as  amended.   Modernization  funds  enable  HAs  to  correct  the  physical 
condition  and  upgrade  the  management  and  operation  of  their  existing  developments.   This  may 
involve  alterations,  demolition  or  rehabilitation  of  existing  structures,  replacement  of 
nonexpendable  equipment  and  improving  the  management  and  operation  of  such  projects.   The 
Modernization  appropriation  will  continue  to  be  the  main  source  of  funding  for  the  Tenant 
Opportunity  program,  (previously  known  as  Resident  Management  Assistance)  and  the  Technical 
Assistance  program.   Further,  a  new  initiative,  the  employment  and  Economic  Opportunity  for  Low- 
Income  Persons  Technical  Assistance  program  is  proposed  in  1995. 

Two  other  new  initiatives  are  planned  for  the  Modernization  program  in  1995.   First,  the 
Department  is  proposing  legislation  to  permit  BAs  to  use  modernization  funds  to  demolish  and 
replace  dilapidated  units.   Second,  the  Department  will  encourage  HAS  to  leverage  public  housing 
funds  with  other  funding  resources,  such  as  low-income  housing  tax  credits,  bond  financing  and 
other  public  and  private  resources. 

A  description  of  each  program  to  be  funded  from  the  Modernization  appropriation  in  1995  follows. 

1.   Comprehensive  Grant  Program  (CGP). 

The  CGP  funds  are  available  through  a  non-competitive  formula  distribution  to  BAs  with 
250  or  more  dwelling  units  in  management.   The  CGP  provides  modernization  assistance  on  a  more 
predictable  basis  than  under  the  CIAP.   The  CGP  permits  larger  BAs  to  have  much  more  discretion 
to  plan  and  carry  cut  modernization  activities.   This  promotes  increased  opportunities  and 
incentives  for  more  efficient  management.   In  fiscal  year  1993,  880  HAs  were  funded  under  CIAP  in 
1993. 
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Before  awarding  a  grant,  the  Department  must  approve  each  HA'a  comprehensive  plan.   The 
comprehensive  plan  must  include  a  S-year  action  plan  containing  prior  it  lea  for  improvements, 
preliminary  coat  estimates,  and  local  government  certification.   In  addition,  each  HA  will  ba 
required  to  aubmit  an  annual  deacriptlon  of  activities  and  expenditures  planned  for  the  currant 
year 'a  grant. 

Each  HA  la  required  to  provide  a  performance  report  to  HOD  at  the  end  of  each  program 
year  deacrlbing  how  it  uaed  the  funds  during  the  year.  The  Department  carriaa  out  an  annual 
review  to  determine  whether  the  HAi  (a)  has  carried  out  their  activities  in  a  timely  Banner  and 
in  accordance  with  their  comprehenaive  plan;  (b)  haa  a  continuing  capacity  to  accomplish  the 
modernisation  works  and  (c)  haa  aatiafied  or  Bade  reasonable  progress  toward  satisfying  any 
performance  standards  that  may  be  prescribed  by  the  Department. 

2.  Comprehensive  i^imwumit  Assistance  Program  (CIAP) . 

CIAP  funds  will  continue  to  be  provided  on  an  annual  competitive  application  basis  to 
HAa  with  less  than  250  dwelling  unite  in  management.  Eligible  costs  include  funding  of  physical 
improvements  such  aa  alterations,  betterments,  additions,  replacements,  non-routine  maintenance 
and  demolition  aa  well  aa  management  improvements .  Eligible  management  improvements  include 
program  management,  finance  and  accounting  systems,  management  information  systems,  tenant 
programs  and  services,  tenant  and  project  security,  tenant  selection  and  eviction,  occupancy, 
rent  collection,  energy  conservation  and  maintenance.  The  Department  awards  funds  on  the  basis 
of  local  need  and  capacity  and  other  factors.  There  were  1,000  HAa  funded  under  CIAP  in  1993. 

3.  Tenant  Opportunity  Program. 

The  new  Tenant  Opportunity  Program  (TOP)  repreaenta  a  much  broader  approach  than  the 
current  Resident  Management  Program  and  will  address  a  wider  range  of  reaident  empowerment 
initiativea  in  a  more  flexible  manner. 

The  new  program  and  the  role  of  resident  management  will  be  expanded  to  permit  reaident 
groupa,  in  cooperation  with  local  housing  authorities,  to  extend  the  scope  of  BUD's  existing 
Resident  Management  Program  beyond  training  for  property  management  to  training  for  business 
ownership  and  operation,  child  care,  youth  programs,  tenant  patrols  and  other  activities  that 
help  prevent  crime.  These  resident  self-help  initiativea  have  been  proven  to  be  effective  in 
facilitating  'economic  uplift*  aa  well  aa  in  improving  the  conditions  of  the  public  housing 
developments,  especially  security  and  maintenance.   In  addition,  TOP,  with  increased  funding, 
would  aid  implementation  of  the  Comprehenaive  Grant  Program  and  Section  3  of  the  Bousing  and 
urban  Development  Act  of  1968,  aa  amended,  by  providing  job  and  partnership  training  and 
aaaiating  residents  in  business  start-up. 

The  program!   (a)  targets  resources  to  the  greateat  aaaeased  need;  (b)  is  flexible 
enough  to  respond  to  the  circumstances  in  each  community;  and  (c)  aeta  standards  for 
implementation  which  establish,  define  and/or  clarify  the  roles  of  local  HOD  representatives, 
housing  author itiea  and  residents. 

The  expanded  characteristics  of  TOP  include ■ 

e  Expanded  Eligibility.   In-  an  effort  to  encourage  a  strong  partnership  between  the  HA 
and  the  reaident  entity,  a  Resident  Council  (RC) /Resident  Management  Corporation 
(RMC)  will  have  the  option  of  applying  jointly  with  the  HA  for  TOP  technical 

assistance. 

e  Increase  in  maximum  grant  amount.  The  mirrlimim  grant  amount  to  public  housing 

developments  for  reaident  management  training  and  technical  assistance  will  be  raised 
from  $100,000  to  $250,000.   Because  the  current  maximum  amount  haa  proven  too  low  to 
provide  enough  training  and  monitoring  for  reaidenta  to  operate  self-help  projects, 
it  la  necessary  to  increase  the  grant  limit.  There  haa  been  widespread  support  from 
resident  organizations  and  HAs  for  increasing  the  maximum  grant  amount.   Many 
existing  reaident  organisations  who  have  already  received  grants  are  unable  to 
complete  their  training  due  to  a  lack  of  funds. 
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•  10  Front  Set-Aside  for  Technical  Assistance/Special  Activities.   Under  this 

proposal,  HUD  will  be  authorized  to  uae  up  to  10  percent  of  the  TOP  funds  for  program 
monitoring  and  evaluation,  technical  assistance,  special  lnitiativee  that  leverage 
sector  private  funds,  and  information  dissemination.  This  proposal  will  enable  HUD 
to  provide  better  quality  and  more  proactive  training  and  monitoring, especially  given 
the  shortage  of  field  staff  to  make  regular  on-aite  viaits  outaide  field  office 
cities.   It  will  also  allow  BUD  to  test  special  initiativea  that  match  TOP  dollars 
with  private  sector  funds. 

Funding  will  cover  technical  assistance  training  for  resident  organization  formation, 
strategies  for  developing  economic  self-sufficiency  programs,  monitoring  and  evaluation 
procedures  and  miscellaneous  activities  associated  with  the  implementation  of  reeident 
management.   Travel  and  transportation  needs  associated  with  training  and  workshops  will  also  be 
provided,  along  with  necessary  office  equipment  and  auppliee  for  reaident  organizations. 

4.   Technical  Assistance. 

The  Budget  includes  a  provision  to  use  up  to  .538  percent  of  Modernization  funds,  or  up 
to  flS  million,  to  fund  contracts  to  perform  inspections  of  modernization  work  and  to  provide 
technical  assistance  to  BAa.   This  initiative  began  in  fiacal  year  1993  when  one-half  of  one 
percent  of  the  Modernization  appropriation  ($10.5  million)  waa  requested  and  appropriated  for 
this  purpose.   In  fiscal  year  1994,  up  to  $12  million  waa  provided  in  the  appropriation  to 
continue  thia  function.   Included  in  thia  $12  million  funding  ia  $25  thouaand  for  program  travel 
expenses  related  to  the  provision  of  technical  assistance  by  BUD  staff.   Due  to  the  establishment 
of  the  Severely  Dietressed  Public  Housing  program,  the  funding  eligibility  for  technical 
assistance  will  be  expanded  beyond  troubled  aganciea  to  include  all  BAa,  with  the  intent  of 
preventing  potential  troubled  etatua.   Thia  assistance  is  required  in  order  to  promote  the 
standards  and  improve  the  quality  of  the  completed  modernization,  and  to  provide  the  Secretary 
with  expert  technical  resources  to  aaaiat  in  the  management  of  public  and  Indian  housing 
authorities.  Specific  uses  for  the  funding  followi 

e  Inspections.   Contracts  are  entered  into  for  periodic  inspections  of  modernization 
activities  and  physical  and  management  improvements.   Inspectors  are  required  to 
examine  the  physical  rehab  work  in  relation  to  the  contract  requirements  during  theee 
vieita.  A  contract  for  lead-baaed  paint  inspections  by  industrial  hygieniata  and 
other  technical  experta  ia  alao  proposed. 

e  ixpert  Technical  Assistance.   To  address  management  deficiencies,  contracts  would  be 
awarded  for  in-depth  reviews  of  targeted  housing  authoritiea  and  recommendations  on 
management  and  technical  improvements,  including  diagnosing  problems  and  developing 
systems.   Areas  of  weakneaa  identified  by  the  Public  Housing  Management  Assessment 
Program  (PBMAP)  evaluation,  IG  reports  or  monitoring  reviews  may  be  addressed  with 
this  technical  assistance  funding. 

e  Emergency  Response  Resource.   Contracts  are  awarded  to  provide  the  Secretary  with 
readily  available  expert  resources  to  conduct  emergency  actiona  aa  necessary, 
including  sending  teams  of  experts  to  housing  authoritiea  to  aaaeaa  critloal  problems 
and  reaolva  them,  and  for  interventions  and  takeovers. 

e  Resident  Satiaf action  Surveys.   Executive  Order  (IO)  12862  requires  federal  aganciea 
to  survey  customers  "to  determine  the  kind  and  quality  of  services  they  want  and 
their  level  of  aatiaf action  with  exlating  services."  Periodic  surveys  of  public 
housing  reaidenta  would  serve  aa  one  part  of  HUD's  overall  response  to  BO  12862.   The 
survey,  which  would  include  120  randomly  selected  BAa,  would  be  uaed  to  provide 
guidance  to  the  Department  in  setting  policies  and  procedures,  monitoring  and 
providing  technical  assistance  on  a  program-wide  basis. 
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S.  tfirlTYTffrt  «""»  ■conomic  Opportunity  for  Low-Income  Persons  Technical  Aaalatance.  In 
fiscal  year  1995,  115  Billion  is  proposed  for  the  Employment  and  Economic  Opportunity  for  Low- 
Income  Parsons  Technical  Assistance  Program,  which  implements  Section  3  of  the  Housing  and  Urban 
Development  Act  of  19(8,  as  amended.  Funding  made  available  under  this  program  will  be  used  In 
conjunction  with  other  set-asides  to  be  funded  within  the  Annual  Contributions  Account — Economic 
Development  Centers  (925  million)  and  Family  Investment  Centers  ($26  million).   This  enhanced 
Section  3  effort  is  designed  to  -make  real*  for  lower-income  persona  the  opportunities  for  jobs 
and  contracts  connected  with  HUD-aaaiated  housing  and  community  development  programs.   Funds  will 
be  utilised  for  the  Section  3  Resource  Center  ($2.5  million)  and  for  IS  -pilot-  metropolitan 
areas  and  non-metropolitan  counties.   The  program  provides  for  comprehensive  technical  aaalatance 
to  public  and  Indian  agencies,  community  development  agencies,  other  HDD  program  recipients  and 
contractors  focusing  on  job  training  and  business  development  initiatives  auch  aa  Step-Op.   These 
initiatives  will  make  it  possible  for  public  housing  residents  and  residents  in  areas  served  by 
other  HOD  programs  to  become  employed  in  carrying  out  HDD  work.   This  would  also  include  housing 
rehabilitation,  construction  and  public  works  projects.   The  technical  aaalatance  will  facilitate 
both  interagency  and  intergovernmental  coordination  of  job  training  and  business  support 
programs. 

PROGRAM  ACTIVITT 

1.  CQP/CIAP.   In  fiscal  year  1993,  the  Department  fully  implemented  the  Comprehensive 
Grant  Program  (OOP)  extending  the  program  to  HAe  that  own  or  operate  2S0  or  more  units. 
Previously  in  fiscal  year  1992,  COP  waa  Implemented  in  HAa  with  500  or  more  units.  Che  COP  waa 
authorised  under  Section  14  of  the  U.S.  Bousing  Act  of  1937,  aa  amended  by  Section  119  of  the 
Housing  and  Community  Development  (BCD)  of  1987.  Section  504(e)  of  the  KARA  reduced  the 
threshold  for  participation  in  the  COP  from  500  or  more  unite  to  250  or  more  unite,  beginning  in 
fiscal  year  1993.  The  number  of  HAa  eligible  for  COP  funds  increased  from  427  in  fiscal  year 
1992  to  888  in  fiscal  year  1993.   During  fiscal  year  1993,  880  Has  ware  funded  under  COP. 

The  COP  formula  allocation  method,  which  allocates  funds  for  both  backlog  and  accrual 
needs,  waa  established  in  the  national  Affordable  Housing  Act  (HAHA)  of  1990.   The  COP  provides 
larger  HAa  with  greater  discretion  in  the  planning  and  implementation  of  their  modernisation 
activities  and  with  reliability  of  funding  for  capital  Improvements.  In  fiscal  year  1993, 
approximately  89  percent  of  the  available  (CIAF/CGP)  funds  ware  allocated  by  formula  under  COP 
for  HAa  with  250  or  more  units.  The  balance  of  funds  (11  percent)  were  allocated  by  competition 
under  CIAP  for  HAa  with  loss  than  250  units.  There  were  1,000  HAa  funded  under  CIAP  In  1993. 

2.  Modernisation  Pipeline.  Significant  progress  haa  been  made  in  the  reduction  of  the 
funded  modernisation  pipeline  during  fiscal  year  1993.  During  this  12-month  period,  housing 
authorities  obligated  $2.3  million  of  previously  approved  modernization  funds.  This  amount 
includes  $1.7  billion  in  fiscal  year  1991  and  prior  year  funds.  The  Department  haa  taken  a 
number  of  steps  to  reduce  the  backlog  including i 

e  Regular  meetings  with  industry  groups  to  solicit  ideas  for  expediting  the  pipeline; 

•  Memorandums  and  conference  calls  to  HDD  Field  staff  to  emphasise  the  importance  of 
reducing  the  pipeline  and  providing  technical  aaalatance  to  those  bousing  authorities 
with  the  largest  pipeline; 

•  issuance  of  BOD  Hoticea  to  HAa  to  emphasise  the  lmportanoe  of  completing  the  work  in 
a  timely  manner; 

•  Issuance  of  a  revised  rule  for  the  CIAP  to  simplify  program  requirements  for  HAa  with 
fewer  than  250  units;  and 

e  Development  of  a  proposed  rule  for  the  COP  to  expedite  funding  approval  and  program 
implementation  for  HAa  with  250  or  mora  units.  This  rule,  now  ready  for  publication, 
subject  to  Congressionsl  review,  is  the  result  of  a  collaborative  effort  between  the 
Department  and  industry  groups  to  stream 1 1 ne  the  COP  and  make  the  funds  available 
earlier  in  the  fiscal  year. 
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3.  Comprehensive  Grant  Program  (CGP)  funding  tor  Emergencies  and  Disasters.   In  fiscal  year 
1993,  a  total  of  $17.6  million  was  provided  to  BAa  under  cgp  for  emergencies  and  disasters. 
Hawaii  received  $15.7  million  for  damages  from  Hurricane  Iniki,  and  Louisiana  received  $2.1 
million  for  damages  from  Hurricane  Andrew.   CGP  emergency  funds  were  required  because  the  PBA's 
insurance  coverage  and  the  funds  provided  from  the  Federal  Emergency  Management  Administration 
were  insufficient  for  completing  the  necessary  repairs. 

4.  Vacancy  Reduction  Program.   During  fiscal  year  1993,  the  focus  of  the  Vacancy  Reduction 
Program  has  been  on  the  preliminary  work  required  to  implement  the  program.   HUD  has  surveyed  all 
HAa  eligible  for  the  program  including  troubled  agencies,  those  with  high  vacancies,  or  those 
designated  troubled,  to  determine  the  nature  the  vacancy  problem.   Over  400  HAs  were  surveyed. 
The  results  showed  that  about  half  of  all  vacancies  in  these  HAs  have  already  been  funded  or  do 
not  require  funding.   Of  the  remaining  half,  40  percent  can  be  repaired  or  rehabilitated  for  $10 
thousand  or  less  in  order  to  provide  housing  for  the  greatest  number  of  families.   The  Department 
will  focus  the  fiscal  year  1993  and  1994  Vacancy  Reduction  Program  funds  on  returning  these  units 
to  occupancy  and  correcting  management  deficiencies  so  that  such  vacancies  do  not  reoccur. 
Eighty  of  the  eligible  HAs  have  unfunded  vacancies  are  being  comprehensively  assessed  by  teams 
comprised  of  outside  experts  and  HUD  staff  to  determine  the  causes  of  the  vacancies  and  the 
physical /management  improvements  necessary  to  bring  the  units  to  occupancy  and  prevent  future 
vacancies.   Forty-one  of  these  assessments  were  accomplished  in  1993  and  the  remainder  completed 
by  the  end  of  March  1994.   Also  in  fiscal  year  1993,  approximately  $45  thousand  was  utilized  for 
travel  expenses  related  to  the  vacancy  reduction  assessment  teams. 

5.  Section  6(1)  Allocation.   The  Office  of  Public  and  Indian  Housing  is  in  the  process  of 
contracting  out  approximately  $9  million  for  activities  under  Section  6(j)  of  the  HCD  Act  of 
1992.   The  purpose  of  the  contractus )  is  to  conduct  an  estimated  200  independent  assessments  of 
troubled  and  mod-troubled  public  housing  agencies,  prior  to  the  negotiation  and  execution  of  a 
Memorandum  of  Agreement  between  the  public  housing  agency  and  the  Department.   The  technical 
assistance  funds  will  be  awarded  in  fiscal  year  1994  as  the  assessments  are  completed  and 
recipients  are  identified. 

6.  Lead-Based  Paint  Funding.   The  Modernization  program  continues  to  be  the  main  source  of 
housing  authorities'  funding  for  lead-based  paint  activities.   In  1993,  the  Department  announced 
the  availability  of  $14.8  million  (carryover  of  1992  funds)  and  63  grants  totalling  $2.8  million 
were  awarded  to  HAs.   The  remaining  $12  million  was  carried  over  into  fiscal  year  1994.   The 
Department  plans  to  undertake  aggressive  measures  to  ensure  that  HAs  are  aware  of  the  purpose  of 
risk  assessments  and  funding  availability.   Also  in  fiscal  year  1993,  the  Lead-Based  Paint 
Demonstration  at  the  Cambridge,  Massachusetts  Bousing  Authority  was  funded  for  $3.7  million. 
This  demonstration  was  funded  from  a  set-aside  specifically  for  lead-based  paint  abatement. 

7.  Resident  Management  Assistance.   The  success  of  the  Resident  Management  Program  is  the 
impetus  for  HUD  to  expand  the  scope  of  the  program  establishing  TOP.   Since  the  Inception  of  the 
Resident  Management  Program  in  fiscal  year  1988,  a  total  of  383  resident  organizations  have  been 
awarded  grants.   BAs  and  resident  organizations  in  sll  ten  regions  report  that  the  Resident 
Management  Program  has  been  successful  in  creating  jobs  for  residents  and  improving  the  quality 
of  life  in  public  housing  developments  and  surrounding  cosnunities.   A  discussion  of  a  few  of  the 
many  succaseful  grants  follows! 

a.   LeClalre  Courts  -  Chicago.  Illinois.   LeClaire  Courts  has  been  transformed  through 
resident  management  into  a  safe,  secure,  and  self-sufficient  community.   Crime  is  down  SO  percent 
since  residents  formed  a  Neighborhood  Watch  program.   Unit  vacancies  are  down  from  16.5  percent 
to  less  than  1  percent,   emergency  work  orders  are  filled  in  leas  than  24  hours.   The  time  it 
takes  to  prepare  a  unit  for  a  future  renter  requires  21  days  instead  of  60  days.   Economic 
development  projects  have  expanded  employment  opportunities  for  residents.   The  LeClaire  Courts 
RMC  staff  of  30  manage  daily  operations,  complete  repairs,  balance  books,  and  submit  proposals 
for  future  projects.   In  addition,  a  reverse  commute  program,  which  takes  reeidents  to  suburban 
jobs,  employs  nine  residents,  while  the  laundromat  employs  three.   As  a  result  of  resident 
management,  LeClaire  Courts  has  become  a  comfortable  home  for  its  3,000  residents. 
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b.   Resident  Enterprise  Assistance  Program  (REAP)  -  Tampa,  Florida.   Developed 
initially  through  a  partnership  between  the  Tampa  Housing  Authority  (THA),  HUD,  and  the  City  of 
Tampa,  this  program  continues  to  receive  funds  through  the  Comprehensive  Grant  Program  to  provide 
training,  technical  assistance  and  other  support  to  residents  that  are  interested  in  starting 
their  own  businesses.   As  a  result  of  project  REAP,  the  average  gross  income  of  participating 
families  has  increased  by  113  percent  and  the  occupancy  rate  is  up  from  86  percent  to  98  percent. 
Total  contracts  for  REAP  businesses  are  over  $1  million,  including  more  than  $850,000  in  THA 
contracts  that  would  otherwise  have  gone  to  non-residents.   More  than  100  new  jobs  have  been 
created  and  residents  are  enjoying  a  renewed  sense  of  pride,  self-esteem,  improved  lifestyle,  and 
motivation.   Crime  and  drug  use  have  decreased  significantly  and  residents,  as  business  owners 
have  acquired  a  better  understanding  of  responsibility  and  dependability. 
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PROGRAM  HIGHXIGHT8 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1994 

1995 

199S  v»  1994 

(Dollars  In  Thousands) 

Program  Level i 

Appropriation $300,000         $403,240         $770,240       $770,240        $500,000  -$270,240 

Reservations 300,000  403,240  770,240  770,240  500,000  -270,240 

Obligations ...  703,240  «A     1,070,240*/      500,000  -570,240 

Budget  OutlsTS ...  30,000  ...  30,000  MS, 624  +115,624 

a/      Includes   obligations   resulting   from  $300  million  transferred   from  the   HOPE   account   In 
1993. 

SWOtAKT  OP  BUDGET  B8TUUT18 

1.  —M|  °*  «T  MOPICT 

The  Budget  requests  $500  81111100  for  the  Severely  Distressed  Public  Bousing  program  for 
19*5.   Based  on  the  total  applications  received  for  the  funds  available  for  1993,  this  request 
will  fund  grants  covering  approximately  4,000  units.   The  National  Commission  on  Severely 
Distressed  Public  Bousing  baa  estimated  that  there  la  a  total  need  of  $0  billion  for  06,000 
severely  distressed  units.   The  $500  allllon  request  will  begin  to  reduce  this  Inventory  of 
distressed  public  housing  units  and  will  Improve  the  living  environment  of  the  tenants. 

Included  In  the  $500  Billion  request  la  up  to  .5  percent,  or  12. S  Billion  for  contracts 
or  grants,  as  appropriate,  to  provide  technical  assistance  to  grantees  to  ensure  effective 
implementation  In  all  phases  of  the  planning  and  Implementation  processes.   Included  within  the 
$2.5  Billion  la  1250  thousand  for  travel  expenses  associated  with  the  aasessaents  of  the  public 
bousing  projects.   The  remaining  funds  will  be  used  for  training  and  technical  assistance  for 
housing  authorities  with  die tressed  properties,  Including  de  minimis  expanses  for  Inclusion  of 
HUD  employees  In  the  training. 

2.  CHABBI8  rem  1994  BUDOTr  BCTTWATB8 

The  1**4  estimates  have  been  revised  to  reflect  1**4  appropriations  of  $770.24  million, 
which  waa  $300  Billion  over  the  request  of  $403.24  Billion. 

According  to  the  terms  of  the  1**4  Appropriations  Act,  funding  la  to  go  first  to  those 
projects  which  were  not  fully  funded  In  1**3.   ■—sluing  balances  are  then  to  be  distributed 
among  those  eligible  projects  on  the  1**3  ranking  list  which  did  not  receive  funding  last  year. 

A  total  of  $752.4  million  in  implementation  grants  was  reserved  In  1994  to  21  Phas  In 
support  of  12,672  units.  In  addition,  $2.7  Billion  waa  used  for  six  planning  grants.  Of  the 
total  number  of  units  funded  In  1**4,  3,058  units  (almost  one-quarter)  represent  unite  which 
received  partial  funding  in  1*91. 

furthermore,  the  1**4  Appropriations  Act  included  $20  Billion  within  the  Severely 
Distressed  Public  Bousing  account  to  be  Bade  available  for  Touthbuild  activities.  Of  this 
amount,  $10  Billion  was  designated  for  youth  apprenticeship  training  activities.  An  additional 
$2.5  million  la  to  be  need  for  technical  assistance,  of  which  $200  thousand  is  for  travel 
associated  with  providing  ssssssnents. 

s.  i»»3  bbpow  program 

This  program  waa  first  funded  within  the  BDPE  appropriation.  The  1993  Supplemental 
Appropriations  Act  (P.L.  103-50)  author i ted  a  separata  account  for  the  program  and  transferred 
ell  balances  to  the  new  account.  The  Act  also  mads  the  funds  available  until  expended. 
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The  Department  received  applications  totaling  $1.2  billion  covering  14,063  units  for  the 
1993  program.   The  awards  were  announced  on  August  26,  1993.   These  awards  consisted  of  4,272 
units  which  were  fully  funded  at  $277.8  million,  and  3,058  units  partially  funded  at 
$22.2  million.   The  $300  million  awarded  included  two  planning  grants  fully  funded  for  $1 
million,  and  13  implementation  grants  for  $299  million. 

The  selection  criteria  for  the  1993  program  emphasized  the  seriousness  of  the  needs  of 
the  project;  the  potential  impact  of  the  proposal  on  physical,  social,  educational,  and  economic 
distress;  the  extent  of  commitment  of  local  public  and  private  entities  to  providing  resources  in 
support  of  the  proposal;  resident  involvement;  and  the  quality  and  extent  of  planned  community 
service  opportunities. 

PROGRAM  DESCRIPTION 

The  fiscal  year  1995  program  will  be  operated  under  Section  24  of  the  Bousing  Act  of  1937, 
as  amended  by  proposed  legislation,  in  contrast  to  the  1993  and  1994  programs,  which  were 
operated  under  the  1993  Appropriations  Act.   However,  the  15-city  limitation  will  be  eliminated, 
and  the  definition  of  "severely  distressed  public  housing"  would  be  expanded.   It  would  eliminate 
the  requirement  that  projects  qualifying  under  Section  24  (h)(5)(B)  must  be  owned  by  a  troubled 
PBA,  since  a  severely  distressed,  high  vacancy  development  can  occur  in  an  agency  that  is  not 
troubled.   The  Department  is  extremely  pleased  with  the  program  design  authorized  as  the  Urban 
Revitalization  Demonstration  in  the  1993  Appropriations  Act  and  wishes  to  administer  the 
permanent  program  in  the  same  form  as  the  Demonstration.   In  order  to  accomplish  this,  the 
Department  has  proposed  legislation  to  conform  Section  24,  the  permanent  authorization,  to  the 
Demonstration . 

As  amended.  Section  24  will  authorize  the  Department  to  maXe  planning  grants  to  develop 
revitalization  programs  for  severely  distressed  public  housing,  and  implementation  grants  to 
carry  out  such  programs.   The  Severely  Distressed  Public  Bousing  program  is  expected  to  be  used 
primarily  to  assist  very  large  developments  with  substantial  rehabilitation  needs,  including  a 
need  for  fundamental  redesign  of  the  development,  demolition  or  disposition  of  some  or  all  of  the 
units,  extensive  unit  reconfiguration,  and/or  major  modifications  to  ensure  greater  resident 
security.   Although  such  activity  is  also  eligible  under  the  CLAP  and  CGP  components  of  the 
Modernization  program,  it  is  usually  not  funded  under  these  programs  because  of  the  extensive 
cost  per  unit  and  the  limited  amount  of  funding  compared  to  the  need  in  the  Modernization 
Program. 

Revisions  of  Section  24  will  provide  the  following i 

1.  Severely  Distressed  Public  BouBing  will  be  defined  as  a  public  housing  project  or 
building  thati 

a.  requires  major  redesign,  reconstruction,  or  redevelopment,  or  partial  or  total 
demolition,  to  correct  serious  deficiencies  in  the  original  design  (including 
inappropriately  high  population  density),  deferred  maintenance,  physical 
deterioration  or  obsolescence  of  major  systems,  and  other  deficiencies  in  the 
physical  plant  of  the  project;  and 

b.  either  is  a  vacant  project  (50  percent  or  more)  or  is  an  occupied  project  which 
houses  predominantly  families  with  children,  extremely  low  incomes,  high  rates  of 
unemployment,  and  extensive  dependency  on  various  forms  of  public  assistance  and 
which  has  high  rates  of  vandalism  and  criminal  activity. 

2.  Planning  grants  may  be  used  for  studies  of  options  for  the  revitalization  of  the 
developments;  technical  and  organizational  support  to  ensure  resident  Involvement  in  planning  and 
implementation;  workshops  to  ascertain  the  concerns  of  the  neighboring  community;  preliminary 
architectural  and  engineering  work;  planning  for  economic  development;  job  training  and  self- 
sufficiency  activities;  community  service  activities;  design  of  a  replacement  housing  plan  where 
partial  or  total  demolition  is  considered;  planning  for  management  improvements;  and  preparation 
of  an  application  for  an  implementation  grant.   In  addition,  Section  24  permits  planning  grants 
to  be  used  for  improvements,  including  security  investments,  to  stabilize  the  development  during 
the  planning  stages. 

3.  Implementation  grants  may  be  used  for  a  wide  variety  of  activities.  Including  but  not 
limited  to  architectural  and  engineering  work;  redesign;  reconstruction,  or  redevelopment  of  the 
project,  replacement  housing,  administrative  costs,  temporary  relocation,  legal  fees,  economic 
development  activities,  management  improvements,  transitional  security  activities,  and  support 
services. 

0-2 
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CO— l«l  PARTBERSHIPS  AGAINST  CRIME  (COMPAC) 
(Formerly  Drug  Elimination  Grants  for  Low- Income  Bousing) 


PROGRAM  HIGHLIGHTS 

BUDGET                  CURRENT  INCREASE  + 

ACTUAL    ESTIMATE     ENACTED    ESTIMATE  ESTIMATE     DBCREASB  - 

1993       1994       1994        1994  1995      1995  v  1994 
(Dollars  in  Thousands) 

Obligations $296,499    $26S,000         HA    $296,(08  $265,000       -$33,608 

Budget  Authority i 

Appropriation 175,000     265,000    $245,000     265,000     265,000 

Budget  Outlays 
COMPAC/Drug  Elim 

Acct 116,058     185,534         HA     267,555     238,550        -29,005 

Included  in  Other 

Accounts   a/ 8.994         ...         HA       S.B60        •••         -5.860 

Total  Outlays 125,052     185,534         BA     273,415     238,550        -34,865 

a/  Represents  outlay*  from  1990  grants  made  from  the  Annual  Contributions  and  Operating 
Subsidy  Accounts. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

An  appropriation  of  $265  million  is  proposed  for  fiscal  year  1995  to  provide  funds  for 
the  new  Community  Partnerships  Against  Crime  (COMPAC)  program  for  Public  Bousing  Agencies  (PBAs) 
and  Indian  Bousing  Authorities  (IBAs).   COMPAC  will  replace  the  Drug  Elimination  for  Low- Income 
Housing  Program  with  a  much  broader  approach.   The  new  program  will  be  expanded  to  encompass  a 
wide  variety  of  crime  reduction,  security  enhancements  and  other  efforts  to  reduce  violent  crime, 
substance  abuae  and  gang-related  activities  in  public  and  Indian  houaing  communitiee.  Of  the 
requested  amount,  $255  million  will  be  awarded  in  COMPAC  Grant*  to  PBAs/IBAa  and  clearinghouae 
aarvicea  and  $10  million  will  be  used  to  provide  technical  aasistsnce,  training,  and  program 
assessments  and  evaluation. 

2.  CHARGES  FROM  1993  ESTIMATES  INCLUDED  IB  1994  BUDGET  (Drug  Bl'r'ff  l"n  Program) 

A  comparison  of  1993  actual  data  with  estimatea  included  in  the  1994  Budget  for  the  Drug 
Elimination  Program  follows t 

FISCAL  T«*P  '«°3 


Obligations 

Budget  Authority  (Appropriation) 

Enacted  or  Proposed 

Carryover  of  FT92  Funding /Re imbur a  amwnta 
Carryover  of  FT93  Funding  into  FT  1994 
Total  Available . 

Budget  Outlays 

Annual  Contributions/Operating  Subsidy. . 

Separate  Appropriations 

Total  Outlays 


IB  1994 

BUDGET 

(Dolll 

ACTUAL       DIFTBRBBCB 
ira  in  Thousands) 

$328,821 

$296,499    -$32,322 

175,000 
153,821 

175,000 

155,107      +1,286 

-33,608     -33.608 

328,821 

296,499     -32,322 

14,854 
210,428 
225,282 

8,994       5,860 
116.058     -94.370 
125,052    -100,230 
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a-  Awarding  of  Funds.   Drug  Elimination  grants  were  once  again  awarded  in  fiscal  year 
1993,  which  was  the  fifth  consecutive  year  for  the  program.   During  the  fiscal  year  1993  funding 
round,  a  record  number  of  848  pha/iha  applications  were  received.   Of  these,  439  awards  were 
made.   Also  in  fiscal  year  1993,  the  first  federally  assisted  low-income  housing  grants  were 
awarded.   Funds  from  fiscal  year  1992  ($10  million)  and  1993  ($10  million)  provided  grant  awards 
to  180  federally  assisted,  low- income  housing  projects. 

b.  Obligations.   A  total  of  $296.5  million  was  obligated  in  1993  (90  percent  of  the 
$330.1  million  available  for  the  year).   Of  the  $296.5  million  obligated  in  1993i   $281.7  million 
represented  Drug  Elimination  grants  for  Public  Bousing  and  Clearinghouse  activities,  $7.5  million 
was  for  other  federally  assisted  low- income  housing  and  $7.3  million  was  for  technical 
assistance.   The  remaining  unobligated  balance  of  $33.6  million  carried  over  for  use  in  1994. 

The  $33.6  million  carryover  of  fiscal  year  1993  funding  into  fiscal  year  1994, 
includes  $8.3  million  in  fiscal  year  1993  Youth  Sports  Program  (YSP)  grant  funding.   These  YSP 
funds  were  awarded  in  January  1994.   Also  included  in  the  $33.6  million  carryover  is 
$12.5  million  in  federally  assisted  low-income  housing  funds,  $5  million  in  youth  prevention 
funds  and  $7.8  million  in  fiscal  year  1993  drug  elimination  grants.   The  drug  elimination  grants 
were  reserved  in  1993  but  not  obligated  until  early  in  fiscal  year  1994. 

c.  Outlays.   Outlays  for  fiscal  year  1993  were  $5.9  million  lower  for  the  Operating 
Subsidy/Annual  Contributions  funding,  and  $94.4  million  lower  for  the  separate  Drug  Elimination 
account  than  estimated.   The  Annual  Contributions/Operating  Subsidy  outlays  were  lower  than 
projected  primarily  due  to  slower  than  expected  disbursement  of  pre-fiscal  year  1991  program 
funding.   The  outlays  for  the  separate  drug  elimination  funding  were  $94.4  million  less  than 
estimated  primarily  due  to  unexpected  delays  in  the  obligation  of  1991  and  1992  drug  elimination 
grants. 

3.   CHAMGBS  FROM  1994  BUDGET  ESTIMATES  (Drug  Elimination  Grants) 

A  comparison  of  1994  current  estimates  with  projections  included  in  the  1994  Budget 
follows! 

FISCAL  YEAR  1993 


Obligations 

Budget  Authority  (Appropriation) 

Enacted  or  Proposed 

FY  1993  Carryover 

Total  Available 

Budget  Outlays 

Annual  Contributions/Operating  Subsidy  ' 

Separate  Appropriations 

Total  Outlays 

The  fiscal  year  1994  appropriation  provides  $265  million  for  the  Drug  Elimination  Grants 
program.   Of  the  $265  million,  not  more  than  $198.8  million  is  available  for  grants  to  housing 
authorities  with  greater  than  1,250  public  housing  units,  not  more  than  $53  million  is  available 
for  grants  to  housing  authorities  with  less  than  1,250  units  and  not  more  than  $13.2  million  is 
available  for  grants  for  federally  assisted  low-income  housing.   Within  the  $265  million 
appropriation,  funds  are  available  for  clearinghouse  services,  technical  assistance  and  training. 
Also  included  is  $100,000  for  travel  expenses  of  BUD  staff  providing  on-site  technical 
assistance. 


IN  1994 

BUDGET 

ACTUAL 

DIFFERENCE 

(Doll. 

irs  in  Thousands) 

$265,000 

$298,608 

+$33,608 

265,000 

265,000 

33,608 
298,608 

+33.608 

265,000 

+33,608 

5,860 

5,860 

185,434 

267,555 

+82.121 

185,434 

273,415 

+87,981 
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Community  Partnerships  Against  Crisis  (COMPAC)  Program 

The  fiscal  year  1994  outlay  estimate  is  increased  by  $82.1  million  (for  the  separate 
appropriation)  to  $267.5  million  primarily  doe  toi   (1)  the  unanticipated  delay  of  the  1993  grant 
awards  until  late  in  fiscal  year  1993  which  resulted  in  increased  disbursements  for  1994,  and  (2) 
the  impact  of  the  carryover  of  prior  year  grant  activity.   There  is  also  an  upward  adjustment  of 
$5.9  million  in  fiscal  year  1994  outlays  associated  with  prior  year  funding  made  available  under 
the  Annual  Contributions/Operating  Subsidy  account  due  to  slower  than  expected  outlay  activity  in 
fiscal  year  1993. 

EXPLANATION  OP  INCREASES  AMD  DECBEASES 

A  total  of  $265  million  is  being  requested  in  1995  for  COMPAC.   This  new  proposal  represents 
a  much  broader  approach  to  combatting  the  drug  problems  in  public  and  Indian  housing  communities 
than  the  current  Drug  Elimination  Grants  program  and  will  address  a  wider  range  of  crime 
prevention  and  drug  elimination  activities  in  a  comprehensive  manner.   Further  explanation  is 
provided  under  the  Program  Description  Section.   COMPAC  was  originally  proposed  for  fiscal  year 
1994  pending  authorization.   The  Public  Bousing  Drug  Elimination  Program  (PKDEP)  will  now 
continue  through  fiscal  year  1994. 

PROG    ELIMINATION    GRAHTS    PROGRAM   ACCOMPLISffltUTrS 

a.  Drug  Elimination   Grants 

In  fiscal  year  1993,  under  the  PHDEP,  the  Department  awarded  $145.5  million  in  grants  to 
410  PHAs  and  29  IHAs  to  fight  drug  problems  in  their  communities.   The  439  funded  projects 
demonstrated  a  comprehensive  approach  to  solving  local  drug  problems  through  the  employment  of 
effective  enforcement,  prevention  and  treatment  strategies.   Activities  funded  include  the 
employment  of  security  personnel,  reimbursement  of  local  law  enforcement  agencies  for  additional 
security  and  protective  services,  enhanced  security  through  physical  Improvements,  and  drug 
prevention,  intervention  and  treat  emit  programs.   Since  1989,  BUD  has  awarded  1,763  grants 
totalling  $533  million  to  public  and  Indian  housing  agencies  nationwide.   Specific 
accomplishments  of  a  sampling  of  these  grants  follows! 

Norfolk,  Virginia — The  Police  Assisted  Community  Enforcement  (PACE)  program  has  been  in 
place  since  1992  as  part  of  the  City  of  Borf oik's  Community  Drug  Control  Master  Plan. 
PACE  consists  of  several  components,  the  first  of  which  includes  police  sweeps  of 
targeted  public  housing  neighborhoods  to  reduce  the  presence  of  open  drug  dealing, 
increased  police  foot  patrolling  of  developments,  police  cooperation  with  the  Family 
Assessment  Service  Teams  (PAST)  and  community  partnerships  with  residents  to  foster  a 
sense  of  "self-policing*  among  residents.   The  PACE  program  is  administered  by  a 
consortium  of  residents,  Borfolk  Redevelopment  and  Bousing  Authority  staff,  city  police 
and  other  agency  officials,  and  local  service  providers  such  as  the  Boys  and  Girls  Clubs 
and  the  Boy  Scouts  of  America. 

Jersey  City,  New  Jersey — The  Bousing  Authority  of  the  City  of  Jersey  City  (JCBA)  has 
received  funding  under  PBDEP  since  the  programs  inception  in  1989.   The  majority  of 
PBDEP  support  is  used  to  fund  additional,  off-duty  police  patrols  for  their  housing 
sites.   The  police  patrols  have  been  successful,  with  narcotics  arrests  decreasing  at  a 
steady  rate  from  1,088  In  1988  down  to  299  in  1992.   Drug  prevention  programming 
sponsored  by  JCBA  includes  a  new  parenting  skills  training  for  teen  mothers  which  will 
Incorporate  instruction  in  parenting  skills,  life  skills  training,  health  and  AIDS 
information,  and  education  on  the  effects  of  drug  and  other  substance  abuse. 

b.  Youth  Sports  Grants 

Funding  provided  in  the  Drug  Elimination  program  is  also  available  for  the  Youth  Sports 
Program  (YSP)  which  provides  recreational,  athletic,  and  cultural  anti-drug  programming  to  PBAs 
and  IHAs.   In  fiscal  year  1993,  $8.75  million  was  made  available  through  YSP.   Since  YSP'e 
inception  in  1992,  147  grants  have  been  awarded  with  an  average  grant  award  of  $106,000.   Grants 
require  a  non-Federal  match  of  at  least  50  percent  of  the  total  amount  awarded  by  BUD.   An 
example  of  a  PBA's  successful  utilization  of  the  YSP  funding  follows i 


697 


Community  Partnerships  Against  Crime  (COMFAC)  Program 

St.  Louis,  Missouri — The  St.  Louis  Bousing  Authority  (SLHA)  works  in  full  partnership 
with  the  TMCA  of  Greater  St.  Louis  to  operate  youth  development  and  drug  prevention 
programming.   This  programming  includes  summer  day  camp  and  residential  camping,  as  well 
as  leadership  and  literacy  programs.   The  partnership  with  the  TMCA  is  a  carryover  from 
SLBA's  PY  1992  Public  and  Indian  Bousing  Youth  Sports  Grant  Program.   The  grant  provided 
SLHA  resident  youth  at  four  developments  with  two  seasons  of  Softball  and  one  full 
season  of  basketball  leagues.   Having  the  TMCA's  organizational  structure  already  in 
place  and  their  Institutional  knowledge  of  how  these  programs  work  saves  money  for  SLHA, 
allowing  additional  PHDEP  funds  to  be  directed  toward  additional  security  patrols  and 
physical  improvements  to  enhance  security. 

c.  Training/Technical  Assistance 

During  the  year,  the  following  training  opportunities  were  offered  to  both  housing 
agencies  and  residents 1 

HUD  joined  with  the  Department  of  Health  and  Human  Service's  National  Center  for 
Substance  Abuse  Prevention  (CSAP)  to  provide  youth  drug  prevention  training  and 
technical  assistance  to  housing  agency  staff,  residents  and  community  service  providers. 
Ten  training  sessions  took  place  throughout  the  country  during  1993  with  approximately 
1,000  Individuals  trained. 

In  cooperation  with  the  U.S.  Department  of  Agriculture,  BUD  offered  12  training  sessions 
on  correct  grants  management  procedures  to  housing  authority  staff.  By  year's  end, 
600  people  wt- e  trained. 

Training  and  technical  assistance  on  the  Clean  Sweep  model,  which  rids  high-rise 
buildings  of  drugs  and  gangs,  was  co-sponsored  with  the  Chicago  Bousing  Authority.   From 
January  to  June  1993,  five  training  sessions  were  held  in  Chicago  for  100  housing  agency 
staff  and  residents  from  ten  cities. 

The  Community  Policing  in  Public  Bousing  Consortium,  a  training  program  co-sponsored  by 
HUD  and  the  Department  of  Justice,  provides  training  on  community  policing  to  housing 
authority  staff,  local  police,  mayors  and  residents.   The  consortium  offered  workshops 
in  six  major  cities  between  October  1993  and  ending  February  1994  allowing  100  housing 
authorities  to  participate.  As  of  September  1993,  more  than  ISO  housing  agencies 
submitted  applications  to  apply  for  training. 

Other  special  projects  included  an  award  of  $3  million  to  the  Boys  and  Girls  Clubs  of 
America  to  create  20  new  clubs  in  public  and  Indian  housing  developments  and  to  train  public 
housing  residents  as  counselors  in  the  clubs.  Grant  awards  for  the  20  new  clubs  will  be  made  by 
the  Boys  and  Girls  Clubs  of  America  in  early  1994. 

Step-Up,  a  cooperative  initiative  between  the  HUD,  HAHRO  and  the  Departments  of  Justice 
and  Labor,  provides  nationwide  training  and  technical  assistance  to  PHAs,  residents,  labor  union 
leaders  and  district  attorneys  on  the  Step-Up  apprenticeship  model.   Four  training  sessions  to  be 
held  nationwide  during  1994  will  ultimately  lead  to  resident  apprenticeship  opportunities.  The 
curriculum  la  currently  being  designed  to  be  presented  in  June  1994. 

Police  analysis  and  technical  assistance  will  help  upgrade  law  enforcement  services  in 
seven  cities  nationwide.  The  targeted  cities  will  receive  information  on  assembling  integrated 
and  state-of-the-art  programs  which  reflect  the  needs  of  residents  and  crime  problems  facing 
local  public  housing  developments.   Technical  assistance  provided  under  this  grant  award  will  run 
from  June  1993  to  January  1995. 

Through  cooperative  efforts  with  the  Departments  of  Justice  and  Education,  hud's  funds 
are  commencing  the  establishment  of  "Safe  Havens"  in  the  21  "Weed  and  Seed"  sites  chosen  by  the 
Department  of  Justice.   Under  the  Department  of  Justice's  Safe  Haven  Program,  funding  identifies 
and  operates  "Safe  Haven"  facilities  where  local  community  social  and  educational  services  can  be 
located  as  a  centralized  point  to  better  meet  resident  and  community  need. 
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Community  Partnerships  Against  Crime  (COMPAC)  Program 

In  fiscal  year  1993,  the  On-site  expert  Assistance  Prograa  funded  $1.7  Billion  in  short- 
term  assistance  on  the  drug  problem  to  PBAs,  IBAs,  Resident  Management  Corporations  and 
incorporated  Resident  Councils.   Since  1991,  s  roster  of  573  experts  and  321  applications  have 
been  received.   On-site  Expert  Assistance  funds  are  used  primarily  for  needs  assessments, 
strategic  planning,  and  training  on  drug  elimination  activities. 

PROGRAM  DESCRIPTION 

Local  officials,  housing  authorities  and  HUD  share  the  responsibility  of  providing  safe  and 
decent  housing  for  residents.   Communities  in  many  areas  suffer  from  rampant  crime  which  may 
include  gangs  or  drug  dealers  imposing  fear  in  the  daily  lives  of  those  public  and  Indian  housing 
residents.   COKPAC  will  focus  on  organizing  housing  authorities,  residents  and  police  as  a 
community  force  in  the  development  of  comprehensive  plans  to  counter  crime. 

Historically,  PHAs  and  IBAs  have  utilized  various  program  funding  sources  to  combat  crime. 
Since  1990,  the  Drug  Elimination  Grant  (DBG)  program  has  been  the  primary  funding  source  focusing 
on  drug  eradication  with  much  success.   PHAs  and  IHA*  have  also  used  funding  from  the 
Modernization  and  Operating  Subsidy  programs  towards  anti-crime  expenditures. 

The  programi   (1)  targets  resources  to  the  greatest  assessed  need;  (2)  is  flexible  enough  to 
respond  to  the  circumstances  in  each  community;  (3)  provides  a  cost-effective  funding  option;  and 
(4)  sets  standards  for  enforcement  which  establish,  define  and/or  clarify  the  roles  of  local 
officiala,  enforcement  personnel,  housing  authorities  and  residents. 

Of  the  $265  million  requested  for  fiscal  year  1995,  $255  million  will  be  targeted  to  PHA/IBA 
grants  and  clearinghouse  information  servlcee.   In  addition,  $10  million  will  be  made  available 
to  HUD  fori   (1)  development  of  a  program  assessment  tool  and  (2)  technical  assistance,  training 
and  information  dissemination. 

A  description  of  these  activities  follows i 

The  success  of  the  Drug  Elimination  and  Touth  Sports  programs  is  the  impetus  for  BOD  to 
expand  the  scope  of  the  program  establishing  COMPAC.   A  discussion  of  the  accomplishments  from 
ths  Drur  Elimination  Program  are  discussed  in  the  Program  Accomplishments  section. 

a.  COMPAC  Grants i   $25S  million 

Funds  will  be  allocated  by  formula  to  local  agencies  where  crime  problems  arc  most 
severe  and  will  be  distributed  to  other  agencies  on  a  competitive  basis. 

Funding  will  be  provided  to  focus  on  the  following  activity  areas i 

•  Enforcement  Support  will  be  expanded  through  the  reimbursement  of  local  law 

enforcement  agencies,  additional  security  and  protective  services.   Contracts  will  be 
negotiated  at  the  local  level  among  city  officials,  police  departments,  bousing 
authorities,  security  staff  and  residents  for  the  provision  of  enforcement  and 
security  services.   All  enforcement/security  personnel  must  meet  minimum  training, 
licensing  and  certification  standards. 

s  Community  Policing  has  been  an  effective  tactic  in  gaining  control  in  crime-ridden 
neighborhoods.   The  provision  of  police  officers  to  specific  neighborhoods  on  a 
conaistent  basis  builds  relationships  with  residents  thereby  increasing  information 
exchange  which  deters  and  prevents  crime.   Foot  or  bicycle  patrols,  police 
substations  in  public  housing,  community  relations  officers  and  other  techniques 
which  put  the  officer  in  more  direct  contact  with  the  community  have  demonstrated 
results  in  reducing  crime  statistics. 

s  Crime  Prevention  efforts  will  Include  residents  as  the  focal  point  of  services  and  as 
participants  in  crime  solutions.  Activities  may  include  resident  patrols, 
neighborhood  watches  or  other  crime  prevention  efforts.   Efforts  will  be  made  for  the 
training  and  employment  of  residents  In  appropriate  enforcement  and  prevention 
activities. 
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Community  Partnerships  Against  Crime  (COMPAC)  Program 

•  Youth  Initiatives  will  recognize  youth  as  an  essential  resource  in  solving  community 
problems.   Their  enlistment  can  in  itself  be  .  _d  prevention  programming.   Youth  can 
be  coaches  in  recreational  programs,  peer  mentors  and  leaders  in  community  solution 
action  planning.   More  emphasis  will  be  placed  on  training,  education,  recreation, 
career  planning,  employment,  substance  abuse  education  and  prevention.   Youth 
programming  should  provide  the  opportunities,  skills  and  information  needed  for  youth 
to  make  appropriate  life  style  choices  and  offer  a  deterrence  to  gang  activity. 

•  Resident  Services  Programs  provide  comprehensive  resident  services  to  effectively 
intervene  and  prevent  crimp  activities  in  public  housing  populations.   Services  may 
include  job  training,  educational  programs,  treatment  or  other  appropriate  social 
services  which  address  the  contributing  factors  of  crime. 

•  Clearinghouse  Services  provide  information  services  to  share  and  promote  effective 
program  implementation. 

•  Operation  Safe  Home.   Operation  Safe  Home  is  a  concerted  effort  which  concentrates 
resources  in  areas  where  crime  is  most  serious  and  delivering  law  enforcement 
services  to  low-income  individuals  and  families.   This  effort  to  fight  violent  crime 
will  involve!   (1)  tightly  coordinated  law  enforcement  and  crime  prevention 
operations  at  targeted  sites,  (2)  Federal  initiatives  and  policies  to  strengthen  law 
enforcement  and  crime  and  drug  prevention  in  public  and  assisted  housing,  and  (3) 
improved  consultation  and  coordination  between  BUD  and  Federal  law  enforcement 
agencies  on  design  and  implementation  of  HUD  crime-prevention  initiatives.   White 
collar  crime  initiatives  will  include  an  attack  on  bribery,  embezzlement  and  bid 
rigging  in  public  housing  and  prosecution  of  owners  of  private,  HUD-insured 
multlfamily  housing  who  illegally  divert  project  resources.   Funding  will  be  derived 
from  a  wide  variety  of  sources,  including i   Drug  Elimination  Grants,  COMPAC,  the  TOP 
program,  Family  Investment  Centers,  Modernization,  Section  8  and  technical  assistance 
funds. 

b.   Other  Program  Initiatives i   $10  million 

1.   Assessment  and  Evaluation 

A  standardized  assessment  tool  will  be  developed  as  a  baseline  measure  to  determine 
need  and  performance.   A  computerized  system  will  be  developed  to  assist  grantees  in  conducting 
the  assessment.   Grantees  will  provide  this  information  during  the  application  process  and  the 
data  will  be  'down-loaded*  into  a  national  data  base.   The  assessment  will  include  such  factors 
as  i 

•  crime  figures,  such  as  calls  for  service,  arrest  records,  officer  complaints  and 
other  appropriate  data; 

•  collection  of  management  indicators,  which  may  be  used  to  track  security  impact 
(vacancy  rates,  vandalism  costs,  insurance  application  data,  etc.); 

•  on-site  reviews,  to  observe  crime  activities  and  to  document  what  types  of 
variables  are  contributing  to  crime;  how  and  when  are  crimes  committed;  who  is 
committing  the  offenses;  and  the  impact  of  crime  activity  on  resident  safety;  and 

•  surveys,  to  document  the  residents  and  surrounding  community  members'  perception 
of  the  crime  problem. 
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Community  Partnerships  Against  Crime  (COMPAC)  Program 

2.  Technical  Aaaiatance  and  Training 

The  role  of  HOD  la  to  provide  support  which  fosters  creativity  and  reinforces  auccaaa. 
Support  services  will  include  technical  aaaiatance,  and  training.  Also  Included  la  $100,000  in 
travel  ezpenaea  of  the  HOD  etaft  providing  the  on-site  technical  aaaiatance.   Services  to  be 
provided  include i 

e   responding  to  applications  from  housing  authorities,  resident  groups  and  other  local 
agencies  for  technical  aaaiatance,  matching  applicants  with  consultants  and 
monitoring  consultant  progress; 

e   developing  and  delivering  regional  training  programs  to  improve  methods  and 

techniques  used  to  address  crime  in  public  bousing I  and 
e   drafting  model  contracts  between  housing  authorities,  police  departments,  security 

contractors,  and  residents  for  the  provisions  of  enforcement  services. 
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DEPARTMENT  OP  HOUSING  AND  UREAH  DEVELOPMENT 


PUBLIC  AND  INDIAN  BOUSING 


PAYMENTS  KIR  OPERATION  Of  LOW- INCOME  HOUSING  PROJECTS 

(Public  and  Indian  Bousing  Operating  Subsidies) 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1994 

1995 

1995  VI  1994 

(Dollars   in  Thousands) 


Program  Level 

PBA/IHA-owned  units 
under  management, 
end  of  year 


1,393,992    1,386,387 


Budget  Authority 
(Appropriation) 

Enacted  or  Proposed.   $2,282,436   $2,520,808   $2,620,808 
Unobligated  balance, 
from  prior  year....     250,000         HA         HA 


1,397,368    1,402,630 


$2,620,808   $2,496,000 


NA 


HA 


Total  available. 

Obligations 

Budget  Outlays 


2,532,436  2,520,808 
2,532,436  2,520,808 
2,452,914    2,528,881 


2,620,808 


2,620,808  2,496,000 
2,620,808  2,496,000 
2,533,262    2,562,528 


-124,808 

-124,808 

+29,266 


NA  -  Not  Applicable. 
SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

An  appropriation  of  $2,496,000  thousand  is  requested  for  fiscal  year  1995  for  the 
payment  of  operating  subsidies  to  Public  Bousing  Agencies  (PBAs)  and  Indian  Bousing  Authorities 
(IBAs)  for  the  operation  of  PHA/IBA-owned  dwellings.   The  requirements  are  based  on  the  1994 
enacted  funding  level  less  program  savings  resulting  from  limiting  subsidies  for  excess 
vacancies,  tenant  income  matching  and  other  savings  initiatives. 

2.  CHANGES  PROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

A  comparison  of  fiBcal  year  1993  actual  data  with  estimates  included  in  the  fiscal  year 
1994  Budget  follows  I 

FISCAL  YEAR  1993 


Program  Level 
PHA/IBA-owned  units  under 
management,  end  of  year 

Budget  Authority  (Appropriation! 
Total  Available 

Obligations 

Budget  Outlays 


IN  1994 

BUDGET 


1,387,494 

$2,532,436 
2,532,436 
2,406,084 


ACTUAL  DIFFERENCE 

(Dollars  in  Thousands 


1,393,992 


$2,532,436 
2,532,436 
2,452,914 
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Payment*  for  Operation  of  Low-Income  Boosing  Project* 

There  were  1,393,992  units  under  the  management  of  PBAs  and  IBAs  at  the  end  of  fiscal 
year  1993.   This  was  6,498  units  sore  than  had  been  projected  for  fiscal  year  1993  in  the  fiscal 
year  1994  Budget.   The  higher  actual  units  under  management  is  principally  attributable  to  an 
adjustment  to  the  data  base,  and  a  significant  reduction  in  the  number  of  units  removed  from 
Inventory  due  to  the  delayed  Implementation  and  subsequent  rescission  of  funds  for  the  HOPE  1 
program. 

In  fiscal  year  1993,  the  budget  authority  available  included  the  carryover  of  the 
unobligated  $250  million  appropriated  under  the  fiscal  year  1992  Dire  Emergency  Supplemental 
Appropriations  Act  (P.L.  102-3C6).  Actual  outlays  increased  by  S46.8  million  over  the  1993 
estimate  due  to  the  fact  the  $250  million  of  carryover  was  obligated  faster  than  expected. 

3.   CHAHGE8  FROM  1994  BPPGTT  ESTIMATES 

A  comparison  of  fiscal  year  1994  current  estimates  with  projections  included  in  the 
fiscal  year  1994  Budget  followai 


FISCAL  TEAR  1993 


II  1994 

BUDGET         ACTUAL         DIPTEREBCE 
(Dollars  in  Thousands 


Program  Level 

PHA/IBA-owned  units  under 
management,  end  of  year 

Budget  Authority  (Appropriation > 
Proposed  or  Enacted 

Total  Available 

Obligations 

Budget  Outlays 


$2,520,808 
$2,520,808 


$2,528,881 


$2,620,808 
$2,620,808 


$2,533,262 


+$100,000 
+$100,000 


+$4,381 


The  10,981  increase  in  the  estimate  of  units  under  management  at  the  end  of  fiscal  year 
1994  is  the  net  result  of  6,498  more  units  under  management  at  the  end  of  fiscal  year  1993,  the 
estimated  completion  of  699  fewer  units  in  fiscal  year  1994  than  projected  in  the  fiscal  year 
1994  Budget,  and  5,182  units  planned  to  be  withdrawn  from  the  management  inventory  for 
homeownership  (HOPE  1)  during  fiscal  year  1994  which  will  now  not  be  withdrawn. 

The  fiscal  year  1994  Budget  requested  an  appropriation  of  $2,520.8  million  which  would 
be  needed  for  fiscal  year  1994  funding  requirements.   However,  reflecting  the  increasing 
requirements,  $2,620.8  million  was  appropriated  and  is  available  in  fiscal  year  1994.   The 
additional  $100  million  appropriation  will  result  In  increased  obligations  of  $100  million  in 
1994. 


The  current  increase  in  estimated  outlays  for  fiscal  year  1994  of  $4,381  million 
reflects  the  outlay  impact  of  the  $100  million  increase  in  obligations  offset  by  a  reduction  in 
the  estimate  for  funds  to  be  outlayed  in  1994  from  the  1992  supplemental  appropriation. 
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IN  1994 

BUDGET 

ACTUAL 

DIFFERENCE 

(Doll 

are  in  Thousands 

$2,390,857 

$2,493,033 

+$102,176 

110,073 

117,154 

+7,081 

26,000 

+26,000 

3,000 

3,000 

7,567 

-7,567 

3,243 

3,267 

+24 

81,914 

106,104 

+24,190 

28,736 

26,279 

-2,457 

-47,300 

-36,600 

+10,700 

-57,282 

+57,282 

Payments  for  Operation  of  Low-Income  Housing  Projects 

The  following  table  compares  the  principal  factors  comprising  the  fiscal  year  1994 
Budget  and  the  fiscal  year  1994  current  estimates. 

FISCAL  YEAR  1993 


Performance  Funding  System  (PFS)  Base 

Non-PFS  projects 

Miscellaneous  Adjustments 

Energy  Incentives  per  1987  BCD  Act... 
Unit  Reconfiguration  (Breakthroughs) 

per  1987  HCD  Act 

Waivers  for  non-dwelling  units 

Rental  Income  Adjustment 

Family  Self-Suf f iciency 

Less  estimated  savings  fromt 

Utilities  "rolling-base"  system. . . . 
Revised  vacancy  rule  policy 

Funding  of  FY  1993  Shortfall ._„         27,053        +27,053 

Total  Requirements 2,520,808      2,765,290       +244,482 

Less  I   Estimated  Shortfall S_1J^  144.482       +144.482 

Total  Available 2,520,808      2,620,808       +100,000 

There  is  a  net  increase  of  $244  million  between  fiscal  year  1994  requirements  identified 
in  the  fiscal  year  1994  Budget  and  a  $144.5  million  increase  over  the  amount  appropriated  for 
1994  when  compared  with  the  current  estimate  of  1994  funding  requirements.   The  differences 
reflect  the  following i 

—  The  fiscal  year  1994  current  estimate  for  the  PFS  Base  and  non-PFS  projects  have 
been  increased  to  reflect  a  fiscal  year  1994  non-utility  inflation  factor  of 

3.7  percent  (which  is  higher  than  had  been  estimated),  and  a  lower  level  of  income 
than  estimated  previously. 

The  increase  of  $7  million  currently  estimated  for  non-PFS  projects  is  based  on 
fiscal  year  1993  experience. 

—  The  current  estimate  for  miscellaneous  adjustments  of  $26  million  reflects  year-end 
adjustments  to  PFS  requirements  based  on  actual  eligibility  for  such  items  as 
investment  and  audit  adjustments  by  PHAs/IHAs. 

—  The  costs  resulting  from  Section  118  of  1987  HCD  Act  requirement  which  eliminates 
subsidy  reductions  due  to  unit  reconfiguration  (breakthroughs)  where  the  same  number 
of  people  can  reside  in  the  new  larger  unit  formed  by  combining  two  or  more  smaller 
units  is  now  included  in  the  PFS  Base  estimate. 

—  The  waivers  for  non-dwelling  units  provide  additional  operating  subsidies  for  the 
cost  of  funding  for  units  removed  from  the  dwelling  rental  inventory  for  non- 
dwelling  use  to  support  resident  economic  self-sufficiency  and  anti-drug  programs. 

—  The  increase  of  $24  million  in  the  rental  income  current  estimate  is  an  adjustment 
that  arises  when  the  assumption  of  future  tenant  income  increases  is  less  than  the 

6  percent  increase  used  by  PHAs/IHAs  to  calculate  operating  subsidy  eligibility.   At 
the  end  of  the  year,  if  the  actual  experience  falls  short  of  the  6  percent 
assumption  for  reasons  beyond  their  control,  an  adjustment  Lb   made.   The  estimate 
reflects  the  difference  between  the  current  tenant  income  increase  assumption  of 
1.2  percent  and  6  percent. 
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—  A  decrease  of  $2.5  Billion  Is  reflected  In  the  current  estimate  for  Family  Self- 
sufficiency  (Section  554  of  the  Cranston-Gonzalez  Rational  Affordable  Bousing  Act 
(NASA))  based  on  a  revised  estimate  of  the  number  of  programs  qualifying  for 
subsidies  In  1994. 

—  The  fiscal  year  1994  Budget  assumed  that  $47.3  million  would  be  saved  as  a  result  of 
using  the  "rolling-base"  system  for  utility  cost  estimates.   This  reflected  utility 
consumption  savings  which  were  to  accrue  in  both  fiscal  years  1993  and  1994.   The 
current  "rolling-base"  savings  estimate  of  $36.6  million  includes  the  amount  of 
savings  expected  only  In  fiscal  year  1994.   The  fiscal  year  1993  savings  have  been 
incorporated  into  and  are  part  of  the  revised  PFS  Base  calculation. 

—  The  fiscal  year  1994  Budget  assumed  $57.3  million  estimated  savings  from  a  proposed 
revision  to  the  vacancy  rule  policy  which  would  reduce  the  amount  of  subsidy  to  be 
paid  for  some  excess  vacant  units  beginning  in  1994.   The  regulatory  change  was 
designed  to  address  the  inequities  of  full  subsidy  payments  for  long  term  vacancies 
and  units  which  are  receiving  alternate  financial  assistance.   Ho  savings  are  now 
assumed  for  1994. 


—  The  current  estimate  for  fiscal  year  1994  Includes  $27  million  needed  to  fund  the 
fiscal  year  1993  shortfall  resulting  from  the  impact  of  unanticipated  year-end 
adjustments. 


The  current  estimate  of  fiscal  year  1994  requirements  has  increased  to 
$2,765,290  thousand.   As  detailed  above,  the  Increase  is  primarily  due  to  the 
increase  in  the  Inflation  factor  used  in  the  PFS  formula,  a  lower  increase  in  tenant 
income  than  previously  assumed,  and  the  above  mentioned  $27  million  fiscal  year  1993 
shortfall  being  funded  in  fiscal  year  1994. 

—  A  shortfall  of  $144.5  million  is  expected  for  fiscal  year  1994.   Accordingly,  PHAs 
will  not  receive  100  percent  of  their  subsidy  eligibility.   The  proration  of  PBA 
subsidy  eligibility  will  be  95  percent. 

EXPLANATION  OF  1995  IHCREASE8  AMD  DECREASES 

PKA/IBA-owned  units  under  management  are  estimated  to  increase  by  5,262  units  in  fiscal  year 
1995.   This  expected  increase  reflects  the  completion  of  8,138  units  during  fiscal  year  1995 
offset  by  an  estimated  withdrawal  of  2,876  units  from  the  inventory  where  PHAs  determine  that 
units  cannot  be  rehabilitated  as  viable  housing  over  the  long-term  and  units  that  are  anticipated 
to  be  converted  to  homeowner ah ip.   Of  the  units  estimated  to  be  withdrawn  from  the  Inventory 
under  management,  400  are  expected  to  be  converted  to  homeowner  ship,  and  2,476  units  are 
estimated  to  be  demolished  or  disposed  because  they  are  obsolete  or  because  their  retention  is 
not  in  the  best  interests  of  the  residents  or  the  PBAs.   (Assistance  to  lower-income  households 
will  not  be  reduced  as  a  result  of  the  reduction  in  the  Inventory  because  replacement  assistance 
in  the  form  of  vouchers  or  certificates  will  be  made  available.) 

The  following  table  compares  the  principal  factors  comprising  the  fiscal  year  1994  current 
estimates  of  available  budget  authority  and  those  estimated  for  fiscal  year  1995. 


Performance  Funding  System  (PFS)  Base.... 

Hon-PFS  projects 

Inergy  Incentives  per  1987  BCD  Act 

Waivers  for  non-dwelling  units 

Miscellaneous  Adjustments 

Family  Self-Suf f iciency  

Rental  Income  Adjustment 

Funding  of  FT  1993  Shortfall  

Less  estimated  savings  fromi 

utilities  ■rolling-base'  system 

Limit  subsidies  for  excess  vacancies... 

IRS  Matching  of  Reported  Income 

Retention  of  Earned  Income  and  Savings. 

Total  Requirements 

Less i   Estimated  shortfall 

Total  Available 


ESTIMATE 

ESTIMATE 

1994 

lari 

1995 

D 
ids) 

IFFERENCE 

(Dol 

>  in  Thousai 

$2,493,033 

$2 

,581,114 

+$88,081 

117,154 

120,725 

+3,S71 

3,000 

3,000 

3,267 

3,536 

+269 

26,000 

-26,000 

26,279 

38,713 

+12,434 

106,104 

63,293 

-42,811 

27,053 

-27,053 

-36,600 

-49,800 
-43,000 
-81,000 

-13,200 
-43,000 
-81,000 

2, 

-16.000 
,620,581 

-16.000 

2,765,290 

-144,709 

-144,482 

-124,581 

+19,901 

2,620,808 

2 

,496,000 

-124,808 
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As  shown  in  the  preceding  table,  the  estimated  decrease  in  available  budget  authority  is  the 
net  result  of  many  factors,  including  $124  million  in  savings  from  limiting  subsidy  payments  on 
excess  vacancies  and  computer  matching  of  income  reported  by  tenants  to  IRS  data.   Specific 
factors  affecting  the  fiscal  year  1995  operating  subsidy  estimates  follow. 

1.  Economic  Assumptions.   The  fiscal  year  1995  estimate  reflects  the  most  recent 
assumptions  about  inflation  and  tenant  incomes.   The  fiscal  year  1995  estimate  assumes  a 

3.08  percent  increase  in  non-utility  costs  and  a  1.878  percent  increase  in  utility  rates.   The 
estimate  also  assumes  that  tenant  incomes  will  increase  by  3.053  percent  in  fiscal  year  1995. 
The  calculation  of  individual  PBA/IBA  subsidy  requirements  includes  the  use  of  an  inflation 
factor  which  is  a  weighted  average  of  State  and  local  government  costs  (other  than  wages)  and 
survey  data  on  actual  State  and  local  government  wages. 

2.  Adjustments  to  Operating  Subsidy  Requirements.   The  fiscal  year  1994  estimate 
reflects  adjustments  in  operating  subsidy  requirements  for  various  PHA/IHA  income  and 
expense  factors  based  on  both  existing  and  proposed  legislation,  procedures  and  regulations 
affecting  tenant  rent  payments  and  PHA/IHA  operating  costs.   These  adjustments  reflect  the 
following  factors i 

a.  Rent  and  Tenant  Income.   The  estimate  of  rental  income  is  based  on  maximum  rents  of 
30  percent  of  adjusted  tenant  income. 

b.  Energy  Incentives.   The  estimate  reflects  additional  operating  subsidies  above  the 
current  allowable  utilities  expense  level  to  encourage  PHAs/IHAs  to  pursue  more  advantageous 
purchasing  arrangements  and  to  use  private  financing  for  energy  improvements  pursuant  to 
Section  118  of  the  1987  Bousing  and  Community  Development  (HCD)  Act. 

c.  WalverB  for  Non-Dwelling  Unite.   The  estimate  reflects  additional  operating 
subsidies  for  the  cost  of  funding  for  units  removed  from  the  dwelling  rental  Inventory  for  non- 
dwelling  use  to  support  resident  economic  self-sufficiency  and  anti-drug  programs. 

d.  Family  Self-Suf f iciencv  (FSS).   The  estimate  for  Family  Self-Suf f iciency 
(Section  554  of  the  Cranston-Gonzalez  National  Affordable  Bousing  Act),  includes  the 
salary/benefit  cost  associated  with  a  full-time  service  coordinator  for  each  FSS  project.   The 
estimated  cost  also  includes  the  subsidy  of  one  non-dwelling  unit  for  each  FSS  project  for  the 
provision  of  supportive  services. 

e.  Rental  Income  Adjustment.   The  need  for  this  adjustment  arises  when  the  assumption 
of  future  income  increases  is  less  than  the  6  percent  increase  used  by  PHAs  to  calculate 
operating  subsidy  eligibility.   At  the  end  of  the  year,  if  the  actual  experience  falls  short  of 
the  6  percent  assumption  for  reasons  beyond  their  control,  an  adjustment  is  made.   The  estimates 
reflect  the  difference  between  the  current  tenant  income  increase  assumption  of  3.3  percent  and 
6  percent. 

f .  Utility  Consumption.   The  estimate  of  utility  expenses  reflects  regulations  that 
require  the  use  of  a  "rolling-base"  consumption  level  consisting  of  average  consumption  levels  - 
for  the  most  recent  3-year  period.   This  includes  energy  saving  improvements  funded  from  the 
Public  and  Indian  Bousing  Modernization  program  which  will  continue  to  decrease  subsidy 
requirements  for  utility  expenses. 

g.  Program  Savings.   In  an  effort  to  restrict  programs  costs  given  the  limited 
resources  available,  several  proposals  are  included  in  the  1995  Budget  aimed  at  improving  program 
efficiency  while  reducing  program  cost. 

h.   Incoming  Matching.   Recent  legislation  authorizes  the  Department  to  have  access  to 
Internal  Revenue  Service  data  for  purposes  of  computer  income  matching  in  the  assisted  housing 
programs.   Income  matching  is  expected  to  result  in  more  accurate  reporting  of  tenant  incomes 
and,  as  a  consequence,  to  generate  significant  outlay  savings.   The  Department  plans  to  execute 
an  aggressive  program  of  computer  income  matching  starting  in  1995.   Current  estimates  place  199S 
savings  at  $81  million. 
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1.   Limits  on  Subsidies  to  Vacant  Unite.  As  part  of  a  planned  "negotiated  rule  slaking," 
subsidy  payments  to  vacant  units  deemed  to  be  in  excess  of  normal  vacancy  levels  will  be  studied. 
It  is  anticipated  that  $43  Billion  in  savings  could  result  to  HUD  in  the  form  of  lower  subsidy 
costs—if  limits  are  imposed  on  the  amount  of  assistance  going  to  such  units. 

j.   Other  Savings.  It  is  expected  that  $16  million  in  additional  savings  can  result  from 
efforts  to  avoid  modernising  non-viable  units  and  other  cost  cutting  measures. 

k.   Retention  of  tamed  Income.   The  Department  proposes  to  implement  reforms  to  make 
work  pay  for  tenants,  including  not  counting  additional  earned  Income  in  the  determination  of 
rent.   This  and  other  reforms  will  help  retain  higher  income  tenants  in  public  housing,  and 
therefore  ultimately  result  in  lower  subsidy  needs. 

PROGRAM  DESCRIPTION 

Operating  subsidies  are  provided  to  PHAs/IHAs  to  assist  in  funding  the  operating  and 
maintenance  expenses  of  their  owned  dwellings  in  accordance  with  Section  9  of  the  united  States 
Bousing  Act  of  1937,  as  amended.   Operating  subsidies  are  required  to  help  maintain  services  and 
provide  minimum  operating  reserves.   The  PFS  formula  is  the  primary  system  for  determining 
operating  subsidy  requirements.   The  subsidy  amount  is  determined  by  calculating  an  estimate  of 
operating  costs  based  on  the  PFS  formula  and  reducing  that  amount  by  an  estimate  of  income  from 
rents  and  other  sources.   The  PFS  formula  is  used  to  calculate  the  level  of  operating  subsidy  for 
each  pha/iha  to  operate  its  owned  units,  except  for  the  PHAa  of  Alaska,  Guam,  Puerto  Rico  and  the 
Virgin  Islands,  and  the  PHA-owned  and  IHA-owned  Homeowner b hip  projects.   The  exceptions  are  due 
to  the  significantly  different  circumstances  requiring  HDD  review  of  proposed  operating  budgets. 

Non-utility  operating  costs  for  each  PHA/IHA  are  based  on  what  it  would  cost  a  well-managed 
PHA/IHA  of  comparable  location  and  characteristics  to  operate  based  on  a  PFS  equation,  including 
such  variables  as  the  local  government  wage  rate  index,  ratio  of  three  or  more  bedroom  units  to 
total  dwelling  units,  and  the  ratio  of  two  or  more  bedroom  units  in  high  rise  family  projects  to 
total  dwelling  units.  These  cost  levels  are  updated  annually  baaed  on  inflation  and  changes  in 
the  PHA/IHA  characteristics  included  in  the  equation.  Dtility  expenses  are  estimated  separately 
based  on  rules  that  set  consumption  at  the  average  of  a  prior  3-year  period  ("rolling-base")  and 
changes  in  utility  rates. 

Historical  Trends  in  Operating  Subsidy  Requirements 

Recent  studies  of  the  performance  funding  system  (PFS)  requirements  have  focused  on  trends 
in  tenants'  Income.   Specifically,  the  tenant  income  profile  in  public  housing  in  1961  was  33 
percent  of  the  median  family  income.   By  1993,  that  income  was  at  17  percent  of  the  median  family 
Income.   The  Administration  is  proposing  rent  reforms  which  will  encourage  the  filling  of  public 
housing  vacancies  with  working  families,  in  an  effort  to  Increase  family  Income  and  thus  increase 
the  tenant  rent  revenue  which  is  deductible  from  the  PFS  subsidy.   This  will  greatly  minimize  the 
demands  for  operating  subsidies  in  the  coming  years. 

The  following  table  provides  estimates  of  net  savings  in  the  PFS  if  subsidised  tenants 
reached  higher  percentages  of  median  family  income i 

Percentage  of  Median  Estimated  Increases  in 

Family  Income  Tenant  Rent  Revenues 

(Dollars  in  Millions) 

17  percent 0 

20  percent 436 

25  percent 1,138 

30  percent 1,772 

33  percent  (1981  level) 2,277 

Based  on  the  above  projections,  an  increase  in  tenant  family  income  to  the  1981  level  would 
reduce  the  operating  subsidy  requirements  in  1995  by  $2.28  billion,  from  $2,496  to  $217  million. 
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DEPARTMENT  OF  HOUSING  AMD  URBAN  DEVELOPMENT 

PUBLIC  AMD  INDIAN  HOUSING 

INDIAN  HOUSIMG  LOAM  GUARANTEE  FUND 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1994 

1994 

1994 

1995 

1995  v*  1994 

(Dollars  in  Thousands) 

Program  Level! 

Loan  guarantee  limitation...  HA  MA  $25,000  $25,000  $22,388  -$2,612 

Loan  guarantees MA  HA  25,000  7,463  22,388  +14,925 

Appropriation  (Budget 

Authority) HA  HA  1,000  1,000  3,000  +2,000 

Budget  Outlays RA  HA  7S0  750  2,500  +1,750 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

For  fiscal  year  1995,  $3  million  in  budget  authority  is  requested  to  support  loan 
guarantees  of  $22.4  million.   Funds  requested  will  support  approximately  280  loan  guarantees. 

2.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

For  the  1994  program,  revised  estimates,  since  the  enactment  of  the  1994  Appropriations 
Act,  reflect  that  the  $1  million  appropriated  will  only  support  $7.5  million  in  loan  guarantees, 
less  than  the  $25  million  loan  guarantee  limitation  enacted. 

PROGRAM  DESCRIPTION 

Section  184  of  the  Bousing  and  Community  Development  Act  of  1992  established  this  Loan 
Guarantee  program  for  Native  Americans  to  build  or  purchase  homes  on  Trust  land.   This  program 
provides  access  to  sources  of  private  financing  for  Indian  families  and  Indian  Bousing 
authorities  who  otherwise  could  not  acquire  housing  financing  because  of  the  unique  legal  status 
of  Indian  Trust  land.  Previously,  it  was  impossible  to  secure  loans  through  the  private  market 
for  a  number  of  reasons,  including  private  industry's  inability  to  understand  the  special  Trust 
land  status,  the  lack  of  cost-effectiveness  due  to  the  relatively  small  population,  or 
unfamiliarity  with  the  Tribal  court  systems. 

Currently  there  is  little  or  no  housing  available  for  Native  American  families,  whose  income 
exceed  those  allowable  in  the  traditional  Indian  housing  program,  when  they  are  financially 
capable  of  moving  on  from  the  traditional  Indian  bousing  rental  or  Mutual  Help  programs.   This 
program  provides  the  financial  vehicle  for  these  approximately  20,000  families  to  construct  new 
homes  or  purchase  existing  properties  on  reservations,  providing  the  benefits  of  allowing  Indian 
families  to  remain  on  their  native  land  and  providing  a  positive  role  model  for  other  families 
aspiring  to  homeownership. 

Since  this  is  a  new  program  in  1994,  regulations  and  a  Notice  of  Funding  Availability  are  in 
the  process  of  being  drafted.   Mo  program  activity  is  anticipated  until  the  end  of  the  fiscal 
year. 
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LOW-RENT    PUBLIC    HOUSIHG   ASSISTANCE    TO   PBAs/IHAa 
(PORKBRLT    LOAN    rUND ) 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

1995  VI  1994 

$95,253 

$25,000 

$100,000 

$50,000 

-$50,000 

106,896 

25,000 

100,000 

50,000 

-50,000 

68,184 

91,354 

88,184 

88,184 

... 

60,000 

25,000 

100,000 

50,000 

-50,000 

150,694 

89,652 

164,652 

107,671 

-56,981 

PROGRAM  HIGHLIGHTS 


( Dollars  In  Thousands) 

Public   and   Indian   Bousing   Loans 

Direct  loan  disbursements . . 
PHA/IHA  loan  vrite-otf • 

pursuant  to  P.L.  99-292.. 
Outstanding   loans,    and  of 

Tsar 

Mat  Budget  Authority 

■at  Budget  Outlays 

SUMKART  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  1995  Budget  includas  $50  million  of  budget  authority  for  Treasury  borrowings  to 
provide  capital  funds  for  Public  and  Indian  Bousing  development  and  modernization  approved 
through  1986.   No  appropriation  is  required. 

2.  CHANGES  PROM  1993  ESTIMATES  INCLUDED  III  1994  BODGET 

A  comparison  of  1993  actual  data  with  estimates  included  in  tha  1994  Budgat  follows! 

PISCAL  YEAR  1993 


Public    and    Indian   Housing   Loans 

Direct   loan   disbursements   to  PHAs/IBAs. 
PHA/IHA  loan  write-offs  pursuant  to 

P.L.    99-272 

Outstanding  loans,    and  of   year 


Net  Budget  Authority. 
Net  Budgat  Outlays. . . 


IN  1994 

BUDGET 

ACTUAL       DIFFERENCE 
(Dollars  In  Thousands) 

$50,000 

$95,253 

+$45,253 

50,000 

106,896 

+56,896 

91,354 

88,184 

-3,170 

50,000 

60,000 

+10,000 

$120,648 

$150,694 

+$30,046 

Tha  1993  actual  data  reflects  a  higher  than  anticipated  level  of  direct  loan 
disbursements  than  previously  had  been  reflected  in  the  1994  Budget.   Funding  requirements  for 
Public  and  Indian  housing  projects  in  the  development  and  modernization  pipelines  were  higher 
than  estimated.   This  Increase  is  the  result  of  the  Administration's  initiative  of  expediting  the 
public  housing  development  pre-construction  pipeline.   The  higher  level  of  loan  disbursements 
also  results  in  higher  levels  of  loans  written-off,  net  budget  authority  and  net  outlays.   The 
lower  amount  of  loans  outstanding  also  reflects  the  higher  rate  of  loan  disbursement  and  write- 
off. 
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IH  1994 

CURRENT 

BUDGET 

ESTIMATE 

DIFFERENCE 

(Dollars  In  Thousands) 

$25,000 

$100,000 

+75,000 

25,000 

100,000 

+75,000 

91,354 

8S.184 

-3,170 

25,000 

100,000 

+75,000 

89,652 

164,652 

+75,000 

Low-Bant  Public  Bousing  Assistance  to  PHAs/lHAs 

3.   CHAHCES  FROM  1994  BUDGET  ESTIMATES 

A  comparison  of  1994  current  estimates  with  the  projections  included  in  the  1994  Budget 
follows  I 

FISCAL  BB  1994 


Direct  loon  disbursements  to  PBAs/IHAs. .. . 
PHA/IHA  loon  write-offs  pursuant  to 

P. L.  99-272 

Outstanding  loans ,  end  of  year 

Wet  Budget  Authority 

Met  Budget  Outlays 

The  impact  of  the  Administration's  initiative  of  expediting  the  pipeline  has  resulted  in 
a  projected  increase  of  loans,  budget  authority  and  outlays  for  fiscal  year  1994. 

EXPLANATION  OP  IHCREASEB  AMD  DECREASES 

The  estimates  for  1995  reflect  the  Public  and  Indian  Bousing  status  of  loans,  budget 
authority  and  outlays  as  follows i 

1.  Public  and  Indian  Bousing  Loans.   The  status  of  outstanding  loans  to  Public  Bousing 
Agencies  (PBAs)  and  Indian  Bousing  Authorities  (IHAs),  including  loan  write-offs,  followsi 

ACTUAL       ESTIMATE       ESTIMATE 
1993  1994  1995 

(Dollars  in  Thousands) 

Outstanding  loans,  start  of  year $91,354  $88,184  $88,184 

Add i  Direct  loan  disbursements  to 

PBAs/IBAs 95,252  100,000  50,000 

Addi  Adjustments  a/ 28,056  HA           HA 

Less i   PHA/IHA  Loan  write-offs  per 

P.L.  99-272 -106,896  -100,000  -50,000 

Less  i  (Repayments) -19.583       RA  HA 

Outstanding  loans,  end  of  year 88,184  88,184  88,184 

a/  The  adjustment  of  $28  million  reflects  loans  originally  forgiven  but  now  are  expected  to 
be  repaid  or  have  been  repaid. 

2.  Budget  Authority  and  Outlays ■   The  1995  budget  authority  and  outlay  estimates  reflect  a 
lower  number  of  •pre-1987"  development  and  modernization  projects  moving  through  the  pre- 

const ruction  and  construction  pipelines  than  was  the  cose  in  fiscal  years  1993  and  1994.   As 
development  and  modernization  projects  approved  through  1986  are  completed,  the  requirements  for 
loans  to  PBAs/IBAs  are  anticipated  to  continue  to  decline  gradually  over  the  next  several  fiscal 
years  when  the  last  of  the  pipeline  projects  are  expected  to  be  completed  or  cancelled. 

PROGRAM    DESCRIPTIOH 

The  Public  and  Indian  Bousing  Assistance  to  the  PHA/IHA  Fund  is  used  to  provide  direct 
Federal  loans  (capital  funds)  to  PHAa/IHAs  to  fund  the  completion  of  Public  and  Indian  Bousing 
construction,  acquisition,  and  modernization  reserved  through  1986  under  the  "Annual 
Contributions  for  Assisted  Bousing"  appropriation.   These  loans  are  made  from  available  resources 
of  this  Fund  and  from  borrowings  from  the  Treasury. 

The  Fund  also  is  used  as  a  repository  of  appropriations  provided  in  prior  years  to  make 
interest  differential  payments  to  the  Federal  Financing  Bank  (FFB).   Budget  authority  has  been 
obligated  in  the  Fund  to  provide  payments  to  the  FFB  to  fund  the  difference  in  Interest  payments 
between  what  would  have  been  charged  if  tax-exempt  bonds  had  been  sold  to  the  public  and  the 
interest  that  actually  was  charged  when  Instruments  were  sold  to  the  FFB  at  a  Federally  taxable 
Interest  rate. 


710 


DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

SALARIES  AND  EXPENSES,  BOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  explanation  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is 
included  in  Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific 
staffing  and  administrative  expense  requirements  associated  with  each  of  the  major  program  areas 
of  the  Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each 
section  of  the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal 
years— 1993,  1994  and  1995. 

BUDGET  ACTIVITY  2 1   PUBLIC  AND  INDIAN  BOUSING 


ACTIVITY  HIGHLIGHTS 


ACTUAL 
1993 


Total  Budget  Activity $96 ,  368 

Pull-Time  Permanent  Appointments 

End  of  Year 1,494 

Full-Tlme  Equivalent  Employment 

Headquarters 200 

Field 1.326 

Total 1,526 


BUDGBT     CURRENT  INCREASE  + 

ESTIMATE   ESTIMATE   ESTIMATE  DECREASE  - 

1994       1994       1995  1995  vs  1994 
(Dollars  in  Thousands) 

$103,650   $102,749   $109,919  +$7,170 


H4 


20S 

226 

232 

1,336 

1,320 

1,328 

1,541 

1,546 

1,560 

Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions.   FTEs 
exclude  overtime  and  terminal  leave  in  all  years. 


STAFFING  SUMMARY 


1.   SCOPE  OF  ACTIVITY 


The  Public  and  Indian  Housing  (PIH)  staff  is  responsible  for  performing  functions 
pursuant  to  legislation  which  authorizes  the  Department  to  enter  into  contracts  to  provide 
assistance  for  the  development  and  operation  of  public  and  Indian  housing,  and  to  provide  rental 
assistance  payments  on  behalf  of  lower-income  households.   The  principal  legislative 
authorization  for  PIH  activities  is  the  U.S.  Bousing  Act  of  1937,  as  amended. 

2.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  grades  for  staff  in  this 
activity  for  1993,  1994  and  1995t 


GRADE  He- 
Executive  Level  XV. .  1 

ES-6 1 

ES-5 0 

■S-4 3 

■S-3 1 

BS-2 1 

BS- 1 3 

GS-15 24 

GS-14 47 

GS-13   and  below 113 

Total  FTP  Appointments, 

Bnd  of  Year 194 

Full-Time  Equivalent 

Employment 200 


ACTUAL 
1993  a/ 


FIELD  TOTAL 


ESTIMATE 
1994  a/ 


BO,    FIELD 


1,326    1,526 


119 
1.333 


208    1,306     1,514 
226    1,320     1,546 


ESTIMATE 
1995   a/ 
BO,    FIELD     TOTAL 


59 

60 

119 

109 

1.238 

1.347 

214 

1,314 

1,528 

232 

1,328 

1,560 

»/   Staffing  reflects  field  Native  American  Programs  in  the  field,  although 
organizationally  they  report  to  Headquarters. 


711 


Salaries   and  Expenses,    Boutin 5  and  Urban   Devai 
Budget  Activity  2i     Public  and  Indian  Bousing 


EIPLAMATTOH   OF   RTAFPIBG   RgOUIEBKEMTS 

1.       nsinQniPTERS  IMPLOTMFJTT 

The  following  table  indicates   the  distribution  of   full-time  equivalent 
Beadquar .ers. 


ployment  in 


FULL-TIME  BOPIVM1""'  »wfTQVMBHT 


BUDGET   CURRENT 

ACTUAL   ESTIMATE  ESTIMATE   ESTIMATE 

1993      1994      1994      1995 


INCREASE  + 

DECREASE  - 

1995  vs  1994 


Immediate  Office 

Comptroller 

Native  American  Program. 

Management  k   Policy 

Resident  Initistivee 

Assisted  Bousing 

Construction,  Rehab. 

t  Maintenance 

Field  Operations 

Distressed  t   Troubled 

Bsg .  Recovery 

To  t  a  1 


200 


20S 


226 


232 


+6 


The  1994  current  estimate  reflects  a  net  increase  of  19  FTE  as  compared  with  the  budget 
estimate.   Part  of  the  net  increase  reflects  an  additional  IS  FTE  made  available  for  the 
establishment  of  the  Office  of  Distressed  and  Troubled  Bousing  Recovery  (ODTBR)  as  provided  in 
the  Conference  Report  of  the  1994  Appropriations  Bill.  An  additional  5  FTE  are  being  transferred 
to  ODTRR  from  other  PIH  Offices  in  Beadquarters  providing  the  total  20  FTE.   These  20  FTE  will  be 
implementing  the  Presidential  Performance  Agreement  strategy  to  reduce  the  number  of  distressed 
public  housing  units.   In  1994,  the  Office  of  Field  Operations  will  be  established  in  line  with 
the  Department's  Reinventing  BUD  reorganisation.   This  will  eliminate  the  regional  office 
management  layer  and  delegate  the  authority  to  the  State  and  Field  Offices.   The  Office  of  Field 
Operations  will  perform  field  coordination  functions.   This  Office  will  increase  to  10  FIX  in 
fiscal  year  1995.   Also  in  1994,  an  additional  5  FTE  are  required  over  the  1994  Budget  level  for 
the  Office  of  Management  and  Policy's  Budget/Fund  Control  Division  for  the  increased 
responsibilities  in  managing  resources  directly  to  the  State  and  area  Offices. 

The  Beadquarters  staff  performs  the  following  principal  functions  in  support  of  Public 
and  Indian  Bousing  goals  1 

develops  program  policies,  procedures  and  guidelines  for  all  PTB  programs 
(Operating  Subsidy,  Modernization,  Section  8  Tenant  Based,  Development  and 
Distressed/Troubled  Bousing  Recovery)  Including  priorities  for  public  and  Indian 
Bousing  involving  drug  elimination,  resident  management,  homeownership,  economic 
development  and  supportive  services; 

—  directs  and  coordinates  the  administration  of  all  PIH  programs  and  provides 
training  and  technical  assistance  and  procedural  guidance  to  the  BUD  Field  staff, 
PBAa,  IBAs,  and  resident  groups,  as  appropriate; 

—  monitors,  reviews  and  evaluates  Field  program  operations  and  reviews  administrative 
practices  of  local  agencies,  including  PBAs,  IBAs,  and  resident  groups  to  ensure 
that  programs  are  managed  efficiently  and  that  services  and  assistance  are  provided 
as  intended; 

—  provides  financial  assistance  for  use  by  local  agencies  as  well  as  program, 
administrative,  management,  statistical  and  budget  support;  and 

—  assigns  program  and  administrative  funds  and  resources  to  State  and  area  Offices. 
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Salaries  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  2i   Public  and  Indian  Housing 


FIELD  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993* 

1994 

1994 

1995 

1995  vs  1994 

154 

121 

111 

108 

-3 

752 
906 

819 
940 

762 
873 

766 
874 

+4 
+  1 

81 

75 

92 

92 

119 
200 

98 

173 

121 
213 

121 
213 

777 

The  following  table  indicates  the  distribution  of  Field  staff  for  FTE  employment  by 
broad  functional  areas  based  on  the  staff  assigned  to  PIH.   The  Department's  Resource  Allocation 
Guidelines  System  (RAGS)  and  other  workload  sources  are  based  on  functionality  and  include  staff 
assigned  to  other  organizations  but  working  on  PIH  functions.   The  table  is  followed  by  an 
explanation  of  staff  functions  and  tables  which  identify  selected  development  and  management 
program  workload  indicators.   The  details  of  the  Public  and  Indian  Housing  Field  FTE  estimates 
based  on  RAGS  and  other  workload  sources  are  shown  in  the  table  at  the  end  of  this  section. 

FULL-TIME    EQUIVALENT   EMPLOYMENT 


Public  Bousing i 

Development  Activities 

Management  Activities 

Subtotal,  Public  Housing. 

Indian  Housing i 

Development  Activities 

Management  Activities 

Subtotal,  Indian  Housing. 

Section  8  Housing i 

Management  Activities 220        223       234  241  +7 

Total  Full-Time  Equivalent 
Employment 1,326      1,336      1,320        1,328  +8 

NOTE i   FTEs  exclude  overtime  and  terminal  leave  in  all  years. 

a.  Development  Staff.   The  Public  and  Indian  Housing  development  staffs  work  directly 
with  PHAs/IHAs  and  other  governmental  entities  in  the  preparation,  review,  and  approval  of 
applications  for  funding  and  the  inspection  and  completion  of  construction  and/or  acquisition. 

b.  Management  Staff.   The  Public  Housing  and  Indian  Housing  management  staffs  work 
directly  with  PHAs/IHAs  and  resident  groups  to  preserve  the  quality  and  fiscal  integrity  of 
Public  and  Indian  Housing  projects  and  Section  8  programs  in  order  to  ensure  operation  of  the 
programs  in  accordance  with  statutory  and  program  requirements. 

A  staffing  level  of  1,328  FTE  employment  is  proposed,  which  is  an  increase  of  8  FTE 
from  the  1994  current  estimate.  Seven  Of  the  FTE  are  in  the  Section  8  program  area  and  1  FTE  in 
public  housing  development. 

CONTRACTS 

Funds  for  contracts  are  for  needs  unique  to  the  Public  and  Indian  Housing  programs.   The 
following  table  identifies  the  contract  activity  and  is  followed  by  a  brief  synopsis  of  the  types 
of  contracts  for  which  funds  are  requested  in  1995. 


Management  Studies. 

Public  Info.  Svcs.. 

Technical  Services. 
Total 


ACTUAL 
1993 

BUDGET 

ESTIMATE 

1994 

CURRENT 

ESTIMATE 

1994 

ESTIMATE 
1995 

INCREASE  + 
DECREASE  - 
1995  VS  1994 

(Dollars  in 

Thousands) 

$402 

$600 

$600 

$600 

... 

213 

200 

184 

253 

+$69 

929 
1,544 

1.479 
2,279 

1.479 
2,263 

1.756 
2,609 

+277 
+346 
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Budget  activity  2i   Public  and  Indian  Housing 

The  Office  of  Public  and  Indian  Bousing  Is  pursuing  contracting  activities  of  the  following 
nature  with  funds  under  this  budget  activity t 

Management  Studies/Technical  Service* ■   Management  Studies  and  Technical  Services  contracts 
will  focus  on  correcting  the  management  problem*  pertaining  to  PIB  as  cited  In  the  Office  of  the 
Inspector  General's  Semiannual  Report  to  the  Congress  for  the  Period  Ending  September  30,  1993. 
As  cited  in  the  OIO's  Report,  PIB  has  made  significant  progress  on  every  front  in  improving  the 
management  and  living  environment  of  the  residents  in  public  and  Indian  housing.   Specific  areas 
of  improvement  include!  management  of  Baa,  the  physical  housing  stock,  safety  issues,  resident 
employment  opportunities  and  HUD  organisation,  rules  and  regulations.  The  other  area  of  concern 
in  PIB  is  the  Section  6  budgeting  and  accounting  systems.  The  OIO's  Report  also  cited 
significant  progress  in  this  area.  PIB  will  continue  the  progress  in  correcting  the  programmatic 
and  systemic  deficiencies  through  the  use  of  contract  dollars.  The  Management  Studies  funding 
will  be  utilised  in  focusing  on  solutions  to  the  deficiencies  and  the  Technical  Services  funding 
will  be  utilised  for  correcting  the  problem. 

Public  Information  Services.   Public  Information  Services  will  be  used  to  continue  to 
finance  the  cost  of  preparing  and  promulgating  program  information  to  PIB  client  groups  in  an 
effort  to  enhance  effectiveness  and  promote  participation  in  resident  programs.  X 

am  n 

The  table  below  identifies  travel  requirements  unique  to  this  activity. 

INCREASE  ♦ 
DECREASE  - 
1995  vs  1994 
(Dollars  in  Thousands) 

Travel t 

Headquarters. 

Field 

total 1,839     1,92(       2,507       2,607  4-100 

The  1994  current  estimate  for  headquarters  Includes  $347  thousand  for  the  Office  of  Native 
American  Programs  field  travel  In  line  with  the  reorganisation  consolidating  all  Native  American 
housing  functions  in  the  Office  of  Public  and  Indian  Bousing.  Also  included  is  $392  thousand  for 
the  implementation  of  the  public  housing  field  office  reorganisation.  The  $843  thousand  balance 
remaining  is  for  conventional  headquarters  staff  travel,  and  reimbursable  program  technical 
assistance  (TA)  travel. 

The  1995  Budget  estimate  is  $100  thousand  more  than  the  fiscal  year  1994  current  estimate. 
This  increase  reflect  additional  requirements  resulting  from  increased  staff  and  program 
priorities. 

The  travel  expenses  of  HDD  Headquarters  staff  providing  program  technical  assistance  will  be 
charged  against  8&B  as  a  reimbursement  from  the  related  program  TA  account.  The  relevant  Program 
Description  Sections  contain  an  explanation  of  these  travel  expenses. 


ACTUAL 
1993 

BUDGET     CURRENT 
ESTIMATE    ESTIMATE    ESTIMATE 
1994       1994       1995 

(Dollars  In  Thousands) 

$598 

1.241 
1,839 

$491      $1,582      $1,C7S 
1.435         925        932 
1,924       2,507      2,407 
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DEPARTMENT   OF   HOUSING   AND   URBAN    DEVELOPMENT 
GOVERNMENT   NATIONAL   MORTGAGE   ASSOCIATION 

GUARANTEES    OP   MORTGAGE-BACKED    SECURITIES 


PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT 

ACTUAL        ESTIMATE        ESTIMATE        ESTIMATE 
1993  1994  1994  1995 

(Dollars  In  Thousands) 

Program  Levels 

Single-Class  MBS 

Commitments  i 

Limitation $107,700,000    $85,000,000   $130,000,000   $130,000,000 

Dae $107,700,000     85,000,000    130,000,000    130,000,000 

Guarantees! 

Issued  In  Year 116,911,671     71,000,000    104,345,169     95,597,568 

Outstanding, 
End  of  Year 415,290,516    490,394,520    458,185,540    486,234,727 

Guarantee  Pees 268,727  308,938  286,376  306,080 

Advances  to  Investors....  610,872  841,764  827,410  789,826 

Default  Expenses -6,762  8,106  -5,304  2,448 

RBMIC  a/ 

Guarantees  I 

Issued  in  Year ...     50,000,000    100,000,000    100,000,000 

Outstanding, 
End  of  Year ...     50,000,000    100,000,000    180,000,000 

Guarantee  Pees ...       220,000       150,000       150,000 

CREDIT  REFORM 
Program  Account i 
Budget  Authority i 
(Appropriation  for 
Administrative 

Expenses) 6,936         8,038         8,038         8,824 

Outlays 6,936         8,038         8,038         8,824 

Liquidating  Account i 

Budget  Authority  ( net ) .  ...  ...  ...  ... 

Outlays  (net) -460,413      -493,186      -594,490      -633,823 

Financing  Account  I 

Budget  Authority  ( net ) .  ...  ...  ...  ... 

Outlays  (net) -23,951       -16,410       -26,096       -25,704 

a/  Separate  commitment  authority  will  not  be  required  for  the  REMIC  securities, 
program  description.) 


INCREASE  + 
DECREASE  - 
1995  vs  1994 


-8,747,601 

+28,049,187 

+19,704 

-37,584 

+7,752 


+80,000,000 
0 


+786 
+786 


-39,333 


717 


Guarantees  of  Mortgage-Backed  Securities 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  a  limitation  on  new  i  0— It— f  for  single—class  mortgage-backed 
securities  (MBS)  of  $130  billion  for  199S.   This  request  is  based  on  FBA  and  VA  estimates  of 
mortgage  insurance  and  guarantee  activity. 

It  is  expected  that  $100  billion  of  REMIC  (Real  Estate  Mortgage  Conduit)  securities  will 
be  guaranteed  in  199S.   Since  all  GNHA  guaranteed  RKMIC  securities  will  be  based  on  and  backed  by 
mortgage-backed  securities  issued  pursuant  to  i  i is— 1 1 1  ■mill  authority,  separate  commitment  authority 
will  not  be  required  for  the  RBMIC  securities.   In  addition,  an  appropriation  of  $8.8  million  is 
proposed  to  fund  administrative  expenses. 

2.  CHARGES  FROM  1993  ESTIMATES  INCLUDED  IB  1994  BODGET 

GNMA  issued  $107.7  billion  of  commitments  in  1993,  which  was  $30  billion  over  the 
estimate  in  the  1993  Budget  of  $77.7  billion.  The  increase  in  activity  reflected  actual  FBA  and 
VA  activity  for  the  period.  The  FBA  and  VA  activity  was  stimulated  by  low  interest  rates  during 
fiscal  year  1993,  causing  a  heavy  volume  of  refinancing.  Guarantees  issued  were  $116.9  billion, 
representing  an  increase  of  $44.7  billion  over  the  $72.2  billion  of  guarantees  issued  for  fiscal 
year  1992. 

During  1993,  GNMA  experienced  additional  issuer  defaults  forcing  GNMA  to  assume  the 
issuers'  responsibilities.   These  additions  to  GNMA's  servicing  portfolio  amounted  to 
approximately  $686  million.   Nevertheless,  the  total  end-of-year  servicing  portfolio  decreased  by 
$4.7  billion  from  September  30,  1992  to  September  30,  1993.  As  of  September  30,  1993,  the  total 
servicing  portfolio  amounted  to  $3.6  billion.   The  additions  to  the  portfolio  were  mora  than 
offset  by  the  reduction  resulting  from  the  sale  of  servicing  rights  on  multifamily  and  single 
family  projects,  normal  amortization,  and  other  terminations  of  outstanding  loans.   GNMA 
estimates  that  it  will  be  forced  to  take  over  the  servicing  of  an  additional  $7.9  billion  in 
loans  because  of  issuer  defaults  between  1994  and  1999. 

GNMA's  single  family  servicing  portfolio  decreased  as  a  result  of  GNMA  selling  servicing 
rights  on  portfolios  with  outstanding  principal  balances  of  $1.6  billion  in  fiscal  year  1993.   In 
fiscal  year  1993,  GNMA's  single  family  servicing  portfolio  experienced  an  additional  default  of 
approximately  $430  million.  Additional  single  family  defaults  of  $6  billion  are  anticipated 
through  fiscal  year  1999.   Future  losses  on  the  single  family  portfolio  are  expected  to  exceed 
$232  million  for  fiscal  years  1994  through  1999.   The  single  family  defaults  are  largely  due  to 
prior  weakness  in  the  economy. 

In  the  multifamily  program,  GNMA  sold  servicing  rights  on  $1.3  billion  of  projects 
outstanding  in  1993.   The  net  effect  of  these  transactions  (less  projects  submitted  to  FBA)  was 
to  reduce  the  end-of-year  portfolio  from  $2.4  billion  by  September  30,  1992  to  $1.3  billion  by 
September  30,  1993.  Additional  multifamily  defaults  of  $1.9  billion  are  anticipated  through 
1999.   GNMA  will  be  fully  indemnified  by  FBA  on  multifamily  foreclosures  except  for 
administrative,  assignment,  and  extraordinary  costs.  GNMA  losses  from  the  multifamily  portfolio 
are  expected  to  reach  551  million.   The  increase  in  multifamily  defaults  is  directly  attributable 
to  former  weaknesses  in  the  economy. 

GNMA's  mobile  home  servicing  portfolio  had  additional  defaults  of  approximately 
$256  million  in  1993.  The  end-of-year  portfolio  amounted  to  $698  million.  Additional  defaults 
of  $63  million  in  1994  are  included  in  the  budget  estimates.   Losses  from  the  mobile  home 
portfolio  are  expected  to  reach  over  $290  million.  Mobile  home  defaults  have  subsided  and 
barring  any  further  deterioration  in  the  economy,  GNMA  believes  it  has  experienced  the  worst. 
GNMA  has  also  placed  a  moratorium  on  new  issuers  coming  into  the  mobile  home  program  until  the 
program  can  be  properly  evaluated. 
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Guarantees  of  Mortgage-Backed  Securities 

GHMA's  strategy  with  respect  to  the  management  of  acquired  servicing  is  one  of  first 
stabilization  and  ultimately  sale  of  the  portfolio.   When  GNMA  defaults  an  issuer,  it  assumes  the 
issuer  status  and  assigns  subservicing  of  the  acquired  portfolio  to  a  third  part;.   With  the 
assistance  of  the  subservlcers,  GNMA  manages  the  individual  pools  by  improving  collections  on 
delinquent  loans,  filing  claims  with  FHA  and  VA  on  assigned  mortgages  and  foreclosed  properties 
and  modifying  loans  in  manufactured  homes,   where  possible,  the  pools  are  then  packaged  for 
purposes  of  selling  the  servicing  rights  of  the  portfolio.   A  financial  advisor  has  been  hired  to 
assist  GNMA  in  the  disposition  of  assets  in  single  family  defaulted  portfolios. 

3.   CHANGES  FROM  1994  BUDGET  ESTIMATES 

FISCAL  YEAR  1994  ESTIMATES 


BUDGET  CURRENT 

ESTIMATE  ESTIMATE 

(Dollars  in  Thousands) 


Limitations  of  Credit  Commitments..  $85,000,000  $130,000,000 

Commitments  Issued  in  Tear 85,000,000  130,000,000 

Guarantees  Issued  in  Year 71,000,000  104,345,169 

Net  Outlays  (Liquidating  Account) . .  -493,186  -594,490 

Based  on  anticipated  mortgage  insurance  and  guarantee  activity  under  the  Federal  Bousing 
Administration  and  Department  of  Veterans  Affairs  housing  programs,  $130  billion  in  commitments 
is  currently  estimated.   The  net  outlays  figure  includes  an  estimated  -$146  million  from  the 
REMIC  program.   Estimated  guarantees  to  be  issued  in  1994  are  being  increased  by  $33  billion 
(from  $71  billion  to  $104  billion)  to  reflect  the  current  estimated  FHA  and  VA  activity. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  1995  request  for  limitation  on  commitments  is  $130  billion.   Commitment  limitation  is 
expected  to  remain  the  same  as  fiscal  year  1994.   Guarantees  issued  are  expected  to  decrease  by 
$8.7  billion  from  $104.3  billion  in  fiscal  year  1994  to  $95.6  billion  in  fiscal  year  1995. 

PROGRAM  DESCRIPTION 

This  program  facilitates  the  financing  of  residential  mortgage  loans  insured  or  guaranteed 
by  the  Federal  Housing  Administration,  the  Department  of  Veterans  Affairs  and  the  Farmers  Home 
Administration.   Funds  are  provided  through  investments  in  long-term  securities  guaranteed  by 
GNMA  which  are  backed  by  pools  of  such  mortgages.   The  investment  proceeds  are  used  in  turn  to 
finance  additional  mortgage  loons. 

Institutions  which  originate  and  service  mortgages  (such  as  mortgage  companies,  commercial 
banks,  savings  banks,  and  savings  and  loan  associations)  assemble  pools  of  mortgages  and  issue 
securities  backed  by  the  pools. 

Approximately  70  percent  of  the  funds  used  to  purchase  GNMA  securities  come  from 
nontraditional  mortgage  investors,  Including  pension  and  retirement  funds,  life  insurance 
companies  and  individuals. 

GNMA  currently  guarantees  modified  "pass-through"  type  securities.   Modified  pass-through 
securities  provide  payment  to  registered  holders  of  interest  plus  the  monthly  installments  of 
principal  due  on  the  pooled  mortgages,  whether  or  not  collected,  plus  any  additional  principal 
collections. 

Separate  pass-through  programs  have  been  developed  to  finance  single  family  homes, 
multifamily  projects  and  mobile  homes.   GNMA  first  issues  a  "commitment"  to  the  prospective 
securities  issuer  indicating  that  the  firm  meets  GHMA's  eligibility  requirements.   After  GNMA 
Issues  the  commitment,  the  issuer  can  begin  to  assemble  mortgage  pools  and  issue  securities. 
Securities  are  issued  with  mint  mum  face  amounts  of  $25,000  and  increments  of  $5,000  thereafter 
which  have  the  same  aggregate  face  amount  as  the  aggregate  unpaid  balance  of  the  pooled  mortgages 
and  bear  interest  at  the  rate  borne  by  the  mortgages — less  the  amount  of  issuer  servicing  fees 
and  GNMA  guarantee  fees.   GHMA's  credit  risk  in  this  program  is  limited  by  mortgage  insurance 
provided  by  Government  agencies  with  respect  to  all  pooled  loans. 
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Ouaranteea  of  Mortgage-Backed  Securities 

A  BBMIC  la   a   aecurity  backad  by  a  pool  or  trust  composed  of  mortgages  or  mortgage-backed 
aaourltlaa    (MBS).      The  RXHIC  laaoar  laamsss  certificate*  of   interest  to  investor!   and  electa   to  be 
taxed  under   the   Real   Eatate  Mortgage)  Investment  Conduit    (i.e.,    REMIC)    provisions  of   Federal   tax 
law    (Sectlona   86 OA  through  SCOG  of  thai  Internal   Revenue  Coda  of   1986).      virtually  all  BBHICs  will 
be  nultipla-claaa  securities  with  different  maturities,    typically  between  2  and  20  years,    or  with 
payments   baaed  on   fractions  of  the  MBS   Inrnawi   stream.      This  multiple-class  characteriatie  la  what 
largely  distinguishes   RKKICs   from  single—class  eortg age- backed   securities  of  the  kind  that  SSMA 
has  bean  guaranteeing  since   1970.     GMMa,   under  its  new  GBOtA  RBMIC  program,    will  guarantee  only 
REMIC   securities  baaed  on  and  backed  by  single-clasa  mortgage-backed   securities   guaranteed  by 
GNHA.      Since  all  GMMA  guaranteed  RBMIC  securities  will  be  baaed  on  and  backed  by  mortgage-backed 
securities   isaued  pursuant  to  r nasal  t—int  authority,    separate  i  is—  llmnnl    authority  will  not  be 
required  for  the  REMIC   securities. 

PROGRAM  ACTIVITY 

1.  Statue  of   Program.      During   1993,    the  ODIA  guaranteed  securities  totalled  $116.9  billion. 
Additional  guarantees  of  mortgage-backed  securities  are  estimated  at  $104.3  billion  in  1994  and 
$95.6  billion  in   1995. 

The  changes   in  the  outstanding  principal  balance  of  securities   for   fiscal   years   1993, 
1994  and  1995,    are  shown  in  the  following  tablei 

ACTUAL  BSTIMATE  ESTIMATE 

1993  1994  1995 

(Dollars   in  Thousands) 

Securities  Outstanding,    beginning  of  year....  $422,480,455  $415,290,516  $458,165,540 

Isaued  During  Year 116,911,671  104,345,169  95,597,568 

Principal   Payments   to  Securities   Solders 124,101,610  61,450,145  67,548,381 

Securities   Outstanding,    end  of  year 415,290,516  458,185,540  486,234,727 

The  REMIC  Program  to  begin  in  1994.      Estimated  program  activity,   which  involves   a  GHMA- 
guarantee  on  the  RBMIC  security  that  la  backed  by  already  GBMA-  guar  an  teed  securities,    is  shown  in 
the  following  tablet 

ACTUAL  ESTIMATE  ESTIMATE 

1993  1994  1995 

(Dollars   in  Thousands) 

Securities  Outstanding,    beginning  of  year....  ...  ...  $100,000,000 

Iaaued  During  Year ...  $100,000,000  100,000,000 

Principal  Payments  to  Security  Solders ...  ...  20,000,000 

Securities  Outstanding,   end  of  year ...  100,000,000  180,000,000 

2.  Financing.      Application  and  guarantee  feea  and  other  charges  are  paid  by  issuers  of 
guaranteed  securities  to  cover  GaHA's   issuing  and  claims  costs  under  the  guarantees,   and  provide 
additional   amounts   to  reduce  the  deficit.      The  Association  may  borrow  from  the  Treasury  in  order 
to  meet  obligations.      However,    it  has  not  had  to  use  that  authority. 

Expenses   reflect  cost  of  operations  including  a  write  down  of   assets  held  in  inventory 
(real  estate-owned  properties,   mobile  ho—  units,   mortgages,    and  claims  receivable)   to  the  lower 
of  coat  or  market  value.      During  1993,    $137.8  million  waa  written-down.      Estimated  write-downs 
for   1994   and   1995  are  $80.7  million  and  $105.9  million,   respectively. 
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Guarantees  of  Mortgage-Backed  Securities 


The  following  table  reflects  the  composition  of  program  net  incomes 


ACTUAL 
1993 


■  STIHATB- 
1994 


ESTIMATE 
1995 


Revenue i 

Investment  Interest 

Interest  on  Uninvested  runds 

Guarantee  Pees 

remic  Pees 

Commitment  and  Other  Pees  a/ 

Servicing  Income 

Interest  on  Mortgages 

Sale  of  Servicing  Rights 

Subtotal 

Contingency 

Total  Revenue 

Expenses i 

Operating  Expenses i 

Administrative  Expenses 

Functional  Services 

Default  Izpenses 

Servicing  Expenses 

REMIC  Expenses 

Other 

Total  Operating  Expenses 

Non-Operating  Expenses i 

Write-Down   of  Assets   to  Lower  of   Cost 

or  Market 

Subtotal 

Contingency 

Total  Izpenses 

■et  Income 


(Dollars  in  Thousands) 

$128,169 

$174,632 

$239,673 

2,190 

2,175 

2,195 

268,727 

286,376 

306,080 

150,000 

150,000 

33,250 

34,420 

34,747 

40,639 

40,501 

40,096 

3,346 

3,313 

3,279 

18.542 
709,959 

18.356 

476,321 

794,426 

-44,222 

6,936 

8,038 

8,824 

17,398 

18,268 

19,181 

-6,762 

-5,304 

2,448 

14,241 

16,598 

16,459 

HA 

4,000 

4,000 

14.988 

19,889 

20.886 

46,801 

61,489 

71,798 

137,817 

80,679 

105,876 

184,618 

142,168 

177,674 

-121,482 

-80,674 

-104.874 

-63,136 

61,494 

72,800 

495,235 

648,465 

721,626 

a/  Reflects  updated  information  available  subsequent  to  publication  of  the  President's 
Budget . 

SALE  OP  SERVICING  RIGHTS 

Sales  proceeds  of  servicing  rights  in  fiscal  year  1993  was  $14  million  in  single  family  and 
$4  million  in  multifamily  programs.   At  the  time  of  sale,  a  10  percent  down  payment  is  made  and 
the  balance  is  paid  baaed  on  the  settlement  date  of  the  contract.   In  fiscal  year  1993,  no 
revenue  was  realized  over  the  expenses.   Sale  of  servicing  in  fiscal  years  1994  and  1995  is 
estimated  to  be  $18.5  million  and  $18.4  million,  respectively. 

FEDERAL   CR1DIT    REFORM 


The  Omnibus  Budget  Reconciliation  Act  (OBRA — P.L.  101-508)  requires  Federal  credit  programs 
to  implement  credit  reform  beginning  in  fiscal  year  1992.   This  year's  budget  presentation  for 
Gnma  has  been  structured  with  four  accounts  to  comply  with  the  requirements  of  OBRA.   In  fiscal 
year  1995  the  Financing  Account  will  outlay  $8.8  million  from  its  net  receipts  to  a  Receipt 
Account  from  which  will  be  appropriated  $8.8  million  for  administrative  expenses  into  the  Program 
Account.   The  Financing  Account  is  treated  as  an  Off-Budget  Account.   Budget  authority  and  outlay 
data  for  each  of  the  new .accounts  is  presented  in  the  following  table. 
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GSMA   H0RTGAGE-8ACKED    SECURITIES 
1995   am  REFORM  PBESBTTATICW 

(Dollara   in  Thousands) 


BUDGET  AUTHORITY 
On-Budqet  Accounts! 


Liquidating  a>— >»nntt 

Gross  Budget  Authority $1,525,320 

Of f setting  Collection* -1.525.320 

Met   Budget  Authority   (Mandatory) 

Program  Account i 
Appropriation i 

Administrative;  Kspan— 8,82« 

Credit  Subsidy ... 

Total  Budget  Authority   (Discretionary)..  8,824 

Receipt  Account i 

Deduction  for  Offsetting  Receipts i 
Proprietary  Receipts   from  the  Public 
(Discretionary) -8,824 

Off -Budget  Account! 
financing i 

Gross  Outlays 34,528 

Offsetting  Collections -34.528 

met  Outlays   (mandatory) 

OUTLAYS l 

Qnjgajaej  »rconntai 
Liquidating  Account i 

Gross  Outlays 891,497 

Offsetting  Collections -1.525.320 

■at  Outlays  (Mandatory) -633,823 

Program  Account i 

Outlays  (Discretionary) 8,824 

Receipt  Account i 

Deduction  for  Offsetting  Receipts! 
Proprietary  Receipt*  from  the  Public 

(Discretionary) -8,824 

Off-Budget  Account! 
Financing! 

Gross  Outlays 8,824 

Offsetting  Collections -34.528 

Bat  Outlays -25,704 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

MANAGEMENT  AND  LIQUIDATING  FUNCTIONS  FUND 

PROGRAM  HIGHLIGHTS 

BUDGET         CURRENT  INCREASE  ♦ 

ACTUAL       ESTIMATE        ESTIMATE     ESTIMATE  DECREASE  - 

1993         1994  1994        1995  1995  vb  1994 

(Dollars  in  Thousands) 

Investment  Portfolio $28,436      $60,607        $28,436      $20,192       -$8,244 

Budget  Outlays  (net) -4,176      -3,993         -1,534       -1,346  -188 

Budget  Authority  (net) ...  ...  ...  ...  ... 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  last  remaining  mortgage  commitments  were  purchased  in  1988.   The  remaining 
$34  million  in  mortgages  were  sold  in  1989  leaving  an  investment  portfolio  consisting  mainly  of 
FHA  debentures  that  were  acquired  through  mortgage  foreclosures.   GNMA  does  not  foresee  having  to 
reinstate  any  mortgages  that  had  either  been  sold  or  prepaid. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

Actual  1993  net  receipts  totalled  $4.2  million  versus  the  1994  Budget  estimate  of 
$4  millon  due  to  reduced  Treasury  interest  rates. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  change  in  the  receipt  estimate  from  $3,993  thousand  to  $1,534  thousand  reflects  a 
revision  of  the  Treasury  interest  assumption  on  the  $28.4  million  Treasury  security  portfolio. 

PROGRAM  DESCRIPTIONS 

GNMA  is  responsible  for  managing  and  liquidating  the  portfolio  of  mortgages  acquired  prior 
to  the  FNMA  Charter  Act  of  1954,  and  loans  or  other  obligations  that  were  subsequently  acquired 
as  required  by  law.   In  1955,  the  Association  was  given  responsibility  for  managing  and 
liquidating  the  remaining  portfolio  of  the  Reconstruction  Finance  Corporation  Mortgage  Company 
and  the  Defense  Borne  Corporation.   In  1985,  all  remaining  assets  and  liabilities  of  the  old 
'tandem  plan"  programs  were  transferred  to  the  Fund. 

OPERATING    RESULTS 

As  of  September  30,  1993,  the  accumulated  net  worth  was  $28.8  million.   This  resulted 
primarily  from  the  forgiveness  of  $12.7  billion  of  Treasury  debt  in  fiscal  year  1985. 
Accumulated  net  worth  estimates  at  year  end  for  fiscal  year  1994,  and  fiscal  year  1995  are 
$28.6  million  and  $20.4  million  respectively.   The  net  worth  figures  for  fiscal  year  1993,  fiscal 
year  1994  and  fiscal  year  1995  reflect  the  transfers  of  excess  funds  to  Treasury  of 
$42.3  million,  $1.6  million  and  $9.6  million  respectively.   The  following  table  summarizes  the 
operating  activities  for  the  Management  and  Liquidating  Fund  for  the  periods  covered  by  these 
estimates ■ 

Cumulative      1993        1994       1995 
Through  1992    Actua}     Estimate   Estimate 
(Dollars  in  Thousands ) 

Revenue $  7,789,879  $  3,565     $   1,422    $   1,337 

Expenses -17,586.937  -116  z5  ^5 

Net  income  or  loss -9,797,058  3,449  1,417  1,332 

Payments  to  Treasury 2,637,308  42,341  1,629  9,592 

Appropriations 80,917  ...  ...  ... 

Debt  forgiveness 12,654,955 

Adjustments -233,769  a/ 

Cumulative  retained 

earnings 67,737  28,845  28,633  20,373 

a/  Represents  prior  year  adjustments  consisting  ofi   (1)  unrealized  depreciation  (lower  of 
cost  or  market)  of  -$235,209  thousand  on  $883.6  million  of  mortgages  held  at 
September  30,  1986  and  (2)  recovery  of  $1,440  thousand  in  prior  year  expenses. 
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The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  dealing  for  Salaries  and  Expenses  has  been  included  under  each 
section  of  the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal 
yearB— 1993,  1994  and  1995. 

BUDGET  ACTIVITY  3 1   GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

ACTIVITY  HIGHLIGHTS 


BUDGBT 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Total  Budget  Activity $7,052      $8,048      $8,043       $8,829       +$786 

Full -Time  Permanent  Appointments, 
End  of  Year 64  72  72  72 

Pull-Time  Equivalent  Employment..        65  72  72  72  ... 

NOTE:  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.  They  are  not  control  numberB  and  may  vary  depending  on  conditions. 
FTEs  exclude  overtime  and  terminal  leave. 

SUMMARY  OF  BUDGET  REQUEST 

The  1995  Budget  includes  an  estimate  of  $8,829  thousand,  which  is  an  increase  of 
$786  thousand  from  the  1994  current  estimate  of  $8,043  thousand.    The  current  estimate  of  1994 
staffing  is  72  FTEB.   No  change  is  proposed  in  the  staffing  level  for  1995. 

In  fiscal  year  1995,  GNMA  will  continue  to  assume  responsibility  for  direct  payment  from 
programmatic  funds  for  third  party  ADP  charges  of  $2  to  $3  million,  instead  of  including  such 
charges  in  the  total  reimbursement  by  GNMA  to  the  Department  for  ADP  services.   This  continues 
placement  of  ADP  third  party  charges  on  the  same  basis  as  other  third  party  costs  incurred  by 
GNMA  in  the  operation  of  its  programs. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  Government  National  Mortgage  Association  (GNMA)  is  responsible  for  the 
administration  of  activities  associated  with  the  Mortgage-Backed  Securities  (MBS)  Program  and  the 
Management  and  Liquidating  Functions  Fund.   The  Participation  Sales  Fund  was  terminated  in  1989 
after  satisfying  outstanding  administrative  obligations.  A  brief  description  of  GNMA's  programs 
is  provided  below ■ 

a.   Mortgage-Backed  Securities.   Section  306(g)  of  the  National  Housing  Act  authorizes 
gnha  to  guarantee  the  timely  payment  of  principal  and  interest  on  securities  which  are  issued  by 
approved  financial  institutions  and  which  are  backed  by  the  Federal  Housing  Administration  (FBA), 
the  Department  of  Veterans  Affairs  (VA) ,  or  Farmers  Home  Administration  (PmHA)  mortgages. 
Guaranteeing  securities  requires  the  examination  and  underwriting  of  applications  from 
prospective  issuer  firms,  the  preparation  and  supervision  of  pool  documents,  the  review  of  books 
and  records  bearing  on  the  issuances  of  mortgage-backed  securities,  and  the  issuance  of 
certificates  to  original  purchasers  and  to  secondary  market  assignees.   Guarantees  issued  were 
$116.9  billion  in  1993  and  are  estimated  at  $104.3  billion  in  1994  and  $95.6  billion  in  1995. 
Also,  on  September  30,  1993,  GNMA  had  a  combined  mortgage  servicing  portfolio  of  approximately 
$3.7  billion  that  it  has  been  forced  to  service  because  of  issuer  defaults.   GNMA  estimates  the 
new  REMIC  program  will  issue  $100  billion  in  1995. 

T-l 
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b.  Management  and  Liquidating  Functions  Fund.   GNMA  is  responsible  for  managing  and 
liquidating  the  portfolio  of  mortgages  acquired  prior  to  the  Federal  National  Mortgage 
Association  (FNMA)  Charter  Act  of  1954  and  loans  or  other  obligations  that  were  subsequently 
acquired  as  authorized  by  law.   In  1955,  the  Association  was  given  responsibility  for  managing 
and  liquidating  the  remaining  portfolio  of  the  Reconstruction  Finance  Corporation  Hortgage 
Company  and  the  Defense  Borne  Corporation.   In  1985,  all  remaining  assets  and  liabilities  of  the 
old  "Tandem  Plan"  programs  were  transferred  to  the  Fund.   The  Budget  reflects  the  Fund  managing 
mostly  an  investment  portfolio  of  FHA  debentures. 

c.  Work  Performed  Under  Contract.   With  regard  to  the  Mortgage-Backed  Securities 
Program,  Coopers  and  Lybrand  performs  reviews  of  monthly  accounting  reports  on  all  securities 
issuances,  performs  periodic  on-site  reviews  of  MBS  issuers,  and  assists  in  resolving  default 
situations.   Chemical  Bank  of  Sew  Tork  is  GHMA's  registrar,  transfer,  pool  processing  and  central 
paying  agent.   Also,  GNMA  is  currently  under  contract  with  approximately  eight  mortgage  servicers 
to  service  defaulted  MBS  servicing  portfolio. 

2.  WORKLOAD 

TYPE  OF  ACTIVITY  BY  FUNCTION 

Guarantees  of  Mortgage-Backed  Securities 

Issued  during  year 

Outstanding,  end  of  year 

REMIC 

Issued  during  year 

Outstanding ,  end  of  year 

Management  and  Liquidation  Functions 

Investment  Portfolio 28,436  28,436  20,192 

3.  SUMMARY    OF    STAFFING    REQUIREMENTS    BY    GRADE    LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994  and  1995.   All  staff  for  this  activity  are  located  in  Headquarters. 

ACTUAL      ESTIMATE      ESTIMATE 
1993        1994         1995 
GRADE 

Executive  Level  TV 11  1 

ES-6 1 

ES-5 Ill 

ES-4 3  3  3 

GS/GM- 1 5 

GS/GM-1 4 

GS/GM-13  and  below 

Total   Full-Time  Permanent  Appointments 
Pull-Time  Equivalent  Employment 

EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  tables  indicate  the  distribution  of  full-time  equivalent  employment  for  the 
organizations  within  GNMA  and  are  followed  by  a  discussion  of  the  functions  end  staffing 
requirements  for  each  of  those  organizations. 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

(Doll 

1994 

1995 

ars  in  Thousands) 

$116,911,671 

$104,345,169 

$95,597,568 

415,290,516 

458,185,540 

486,234,727 

100,000,000 

100,000,000 

... 

100,000,000 

180,000,000 

9 

10 

10 

9 

12 

12 

40 
64 

45 

72 

45 

72 

65 

72 

72 
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PULL-TIM*  lHynrvKLBtll   BMPL0YMB1IT 


ACTDAL 
1993 


BUDGET 

ESTIMATE 

1994 


CURRENT 

ESTIMATE 

1994 


ESTIMATE 
1995 


INCREASE  + 

DECREASE  - 

1995  vs  1994 


Office  of  the  President 2  4  4  4 

Office  of  the  Executive  Vice  President.  5  6  6  6            ... 

Office  of  the  Vice  President (  Asset 

Management 14  14  14  14 

Office  of  the  Vice  President,  Mortgage- 
Backed  Securities 29  33  33  33 

Office  of  Finance 15  15  15  15 

Total  Full-Time  Equivalent  Employment  65  72  72  72 

1.  Office  of  the  President.   This  Office  directs  and  supervises  the  activities  of  the 
Association,  coordinates  the  activities  of  the  various  offices  within  the  organization,  and 
manages  the  administrative  affairs  of  the  Association.   It  provides  and  coordinates 
administrative  services  in  the  areas  of  personnel,  space  planning  and  utilization, 
telecommunications,  property  safety,  and  other  services  for  GHMA. 

2.  Office  of  the  Executive  vice  President.   This  Office  is  responsible  for  the  direction, 
management,  and  coordination  of  the  operating  programs  on  a  day-to-day  basis.   The  Office  also  is 
responsible  for  evaluating  the  effectiveness  of  the  various  programs  and  for  controlling  programs 
and  management  policies. 

3.  Office  of  the  Vice  President  for  AsBet  Management.   The  responsibilities  of  this  Office 
are  to  administer  GHMA's  MBS  servicing  portfolio  acquired  through  issuer  defaults  and  the 
Management  and  Liquidating  Functions.   This  responsibility  includes  overseeing  the  servicing  of 
GHMA  MBS  pools,  selling  properties  and  mobile  home  units  obtained  through  loan  foreclosures,  and 
the  sale  of  mortgages. 

4.  Office  of  the  Vice  President  for  Mortgage-Backed  Securities.   This  Office  administers 
the  review  of  applications  for  the  guarantee  of  mortgage-backed  securities,  the  processing  and 
issuance  of  securities,  and  the  monitoring  of  active  issuers.   The  Office  maintains  all 
documentation  in  connection  with  mortgage  pools  and  monitors  the  ongoing  administration  of 
outstanding  securities  pools.   The  office  will  administer  the  REMIC  program. 

5.  Office  of  the  Vice  President  for  Finance.   This  Office  administers  the  fiscal,  budget, 
accounting,  and  statistical  activities,  including  development  and  maintenance  of  systems  and 
procedures,  analysis,  control  and  preparation  of  statements,  reports  and  estimates  and  insures 
that  internal  accounting  and  administrative  controls  are  in  place  to  protect  GHMA  assets.   This 
Office  is  responsible  for  evaluating  and  monitoring  accounting  functions  performed  by  GHMA 
subservicers,  contractors  and  vendors.   This  Office  arranges  for  all  financing  activities, 
manages  the  investment  program,  and  is  responsible  for  the  daily  cash  management  function  of  the 
Association. 

TRAVEL 


BUDGET 

CURRENT 

INCREASE  + 

ACTDAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vb  1994 

Headquarters. 


Travel  is  expected  to  increase  in  fiscal  year  1995  by  $20  thousand  due  to  the 
anticipated  needs  of  the  new  REMIC  program. 
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COHTKACTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

General  Support 12         100  55  100  +45 

The  increase  of  $45  thousand  is  proposed  to  reflect  funding  for  data  and  statistical 
requirements  and  visual  arts  services.   The  general  support  also  funds  the  fees  for  the  new 
REMIC,  MBS,  and  related  conference  attendance. 
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AND 

FEDERAL  HOME  LOAN  MORTGAGE  CORPORATION 

The  Federal  Home  Loan  Mortgage  Corporation  (FHLMC)  and  the  Federal  National  Mortgage 
Association  (FNMA)  are  Government-Sponsored  Enterprises  (GSEs),  operating  under  Congressional 
charters,  and  owned  by  private  shareholders.   The  status  of  the  two  corporations  as  GSEs  provides 
them  with  special  privileges  in  return  for  accomplishing  certain  public  purposes  prescribed  by 
their  charters,  and  it  subjects  them  to  regulation  by  the  Department  of  Housing  and  Urban 
Development.   The  Treasury  iB  authorized  to  make  up  to  $2.25  billion  of  loans  to  the  Federal 
National  Mortgage  Association.   Such  loans  were  made  in  the  first  few  months  of  the  Association's 
existence  as  a  private  corporation  while  it  arranged  lines  of  credit  with  commercial  banks.   No 
loans  have  been  made  since  that  time  and  the  loan  authority  will  be  used  only  in  emergency 
situations. 

Under  the  Housing  and  Community  Development  Act  of  1992  (P.L.  102-550),  the  Director  of  the 
newly  created  HUD  Office  of  Federal  Housing  Enterprise  Oversight  (OFHEO)  is  responsible  for 
ensuring  that  FNMA  and  FHLMC  are  adequately  capitalized  and  operating  safely.   The  Act  authorizes 
the  Director  to  collect  annual  assessments  from  the  GSEs  to  provide  for  the  Office's  costs  and 
expenses. 

Except  for  safety  and  soundness  matters  and  certain  dutieB  and  functions  of  the  Director 
that  are  not  subject  to  the  Secretary's  review  and  approval,  the  Secretary,  under  the  Act,  has 
general  regulatory  power  over  FNMA  and  FHLMC  and  is  directed  to  make  rules  and  regulations  to 
ensure  that  the  purposes  of  the  FNMA  Charter  Act  and  the  FHLMC  Act  are  accomplished  and  that  the 
Secretary's  authorities  in  the  Act  are  carried  out.   Under  the  Act,  the  Secretary  also  has 
increased  regulatory  responsibilities  including:   establishing,  monitoring,  and  enforcing  housing 
goals  for  the  GSEs'  purchase  of  mortgages  on  housing  for  low-  and  moderate- income  families, 
housing  located  in  central  cities,  rural  areas,  and  other  underserved  areas,  and  housing  meeting 
the  needs  of  and  affordable  to  low-income  families  in  low-income  areas  and  very  low-income 
families;  approving  new  programs;  establishing  Fair  Housing  requirements;  reporting  annually  to 
Congress,  including  reports  on  the  housing  goals;  and  reviewing  and  approving  certain 
determinations,  actions,  and  functions  of  the  Director.   Because  the  Secretary  has  a  range  of 
regulatory  functions  that  will  not  be  carried  out  by  OFHEO,  the  Secretary,  like  the  Director, 
should  be  authorized  to  collect  the  costs  of  regulation  from  the  GSEs.   This  approach  is 
consistent  with  Federal  policy. 
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Table  of  Contents 


COMMUNITY  PLANNING  AND  DEVELOPMENT 

COMMUNITY  DEVELOPMENT  GRANTS   

NEIGHBORHOOD  LEVERAGED  INVESTMENTS  FOR  TOMORROW  (LIFT)   

PROJECT-BASED  COMMUNITY  DEVELOPMENT  GRANTS   

COLONIAS  ASSISTANCE  PROGRAM  

HOME  INVESTMENT  PARTNERSHIPS  PROGRAM   

HOMELESS  PROGRAMS: 

HOMELESS  ASSISTANCE  PROGRAM  

INNOVATIVE  HOMELESS  INITIATIVES  DEMONSTRATION  PROGRAM  

SUPPORTIVE  HOUSING   

SHELTER  PLUS  CARE , 

EMERGENCY  SHELTER  GRANTS   , 

SECTION  8  MODERATE  REHABILITATION  —  SINGLE  ROOM  OCCUPANCY  (SRO) 

HOUSING  OPPORTUNITIES  FOR  PERSONS  WITH  AIDS  (HOPWA)  , 

YOUTHBUILD  PROGRAM   , 

NATIONAL  CITIES  IN  SCHOOLS  COMMUNITY  DEVELOPMENT  PROGRAM   .  .  .  .  , 

REVOLVING  FUND  (LIQUIDATING  PROGRAMS)  , 

ADMINISTRATIVE  EXPENSES  , 

POLICY  DEVELOPMENT  AND  RESEARCH 

RESEARCH  AND  TECHNOLOGY  , 

ADMINISTRATIVE  EXPENSES  

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

FAIR  HOUSING  ASSISTANCE  PROGRAM  

FAIR  HOUSING  INITIATIVES  PROGRAM   

SUMMARY  OF  NEW  FAIR  HOUSING  AND  ECONOMIC  DEVELOPMENT  INITIATIVES 
ADMINISTRATIVE  EXPENSES  
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COMMUNITY  PLANNING  AID  DEVELOPMENT 

COMMUNITY  DEVELOPMENT  GRANTS 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994   b/ 

1995    b/ 

199S  vs  1994 

PROGRAM  HIGHLIGHTS 


(Dollars  in  Thousands) 

Block  Grants  (Title  III 
Program  Laval i 

Obligations $3,967,148   $4,329,675   $5,261,792   $4,406,000    -$855,792 

Appropriations i 

Enacted  or  proposed 4,000,000   4,223,675   4,400,000   4,400,000 

Disaster  Assistance 
( Supplementals ) i 

P.L.  103-50  (transfer) 40,000 

P.L.  103-50  (direct  approp.).      [45,000]  a/ 

P.L.  103-75 200,000 

P.L.  103-211 ...  ...      425,000         ...     -425,000 

Enacted  transfer  fromi 
Urban  Development 

Action  Grants 3,374   j^j.   ._;_;.   j^j.    ... 

Total  Available 4,243,374    4,223,675    4,825,000    4,400,000    -425,000 

Budget  Outlays 3,198,161    4,983,255    3,762,996    4,301,741     +538,745 

CDBG  Loan  Guarantees  (Section  108) i 

Guarantee  Commitments 
(Private  Financing) i 

Limitation 2,000,000    2,054,000    2,054,000    2,054,000 

Commitments  Made 229,300   2,054,000   2,054,000   2,054,000 

FFB  Direct  Loans i 

Budget  Outlays -44,140     -25,000     -25,000     -20,000      +5,000 

a/  The  supplemental  appropriation  of  $45  million  was  offset  by  a  rescission  of  the  same 
amount. 


b/  The  estimates  for  1994  and  1995  include  activity  resulting  from  the  $500  million 

supplemental  appropriation  for  disaster  assistance  enacted  in  the  Emergency  Supplemental 
Appropriations  Act  of  1994  (P.L.  103-211).   Of  that  amount,  $425  million  has  been  made 
available  to  the  CDBG  program  and  $75  million  has  been  transferred  to  the  BOMB  program. 
This  supplemental  appropriation  was  not  included  in  the  1995  Budget  totals. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  a  total  appropriation  of  $4.4  billion  for  the  "Community  Development 
Grants*  account  in  1995.   This  amount  includes  $4,155  million  for  the  Community  Development  Block 
Grants  (CDBG)  program,  $35  million  for  the  Early  Childhood  Development  program  and  $10  million 
for  the  Neighborhood  Development  program.   Additional  authorizing  legislation  is  required  to 
support  these  appropriations  requests. 

The  $4.4  billion  appropriation  request  also  Includes  a  $200  million  set-aside  for  a  new 
initiatives   the  'Neighborhood  Leveraged  Investment  for  Tomorrow  (LIFT)  Program,*  which  would 
begin  in  1995.   This  program  requires  enactment  of  authorizing  legislation. 
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The  Budget  proposes  $2,054  million  of  additional  Section  108  Loan  Guarantee  commitments 
for  1995. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

Actual  1993  obligations  ($3,967  million)  were  $2,784  million  less  than  the  estimate 
($6,751  million)  primarily  because  the  proposed  $2.5  billion  supplemental  appropriation  to  create 
jobs  and  stimulate  the  economy  was  not  enacted.   In  addition,  more  entitlement  allocations 
(metropolitan  cities,  urban  counties  and  Indian  tribes)  and  Special  Purpose  Grants  (Section  107) 
funds  were  carried  over  for  obligation  into  1994  than  had  been  anticipated   This  includes  nearly 
$200  million  of  supplemental  appropriations  for  disaster  assistance  that  were  enacted  in  the 
latter  months  of  the  fiscal  year. 

The  actual  transfer  of  ODAG  funds  to  CDBG  ($3,374  thousand)  was  less  than  the  estimate 
($25  million)  because  the  anticipated  recaptures  did  not  occur.   The  Budget  is  not  projecting  any 
additional  transfer  of  UDAG  recaptures  to  CDBG  in  1994  in  anticipation  of  enactment  of 
legislation  authorizing  the  Economic  Revitalization  component  of  the  Project-Based  Community 
Development  Grants  proposal  wherein  recaptured  UDAG  funds  will  be  used  for  economic  development 
purposes. 

Actual  outlays  ($3,198  million)  were  le6B  than  the  estimate  ($3,811  million)  primarily 
because  the  proposed  1993  stimulus  supplemental  appropriation  was  not  enacted. 

The  actual  amount  of  Section  108  loan  guarantee  commitments  ($229  million)  in  1993 
reflected  actual  demand  that  could  be  underwritten  in  1993. 

Actual  Section  108  net  receipts  ($44.1  million)  were  greater  than  the  estimated  net 
receipts  of  $35  million  because  repayments  were  greater  than  projected. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  proposed  an  appropriation  of  $4,224  million  but  Congress  enacted  an 
appropriation  of  $4.4  billion.   In  addition,  a  supplemental  appropriation  of  $500  million  was 
enacted  in  1994  for  disaster  assistance  related  to  the  California  Earthquake  and  Midwest  Floods. 
Of  this  amount,  $425  million  is  being  made  available  to  the  CDBG  program  and  $75  million  to  the 
HOME  program. 

The  1994  Budget  estimated  that  obligations  would  be  $4,330  million  whereas  obligations 
are  currently  estimated  to  be  $5,262  million  or  $932  million  more  than  the  Budget  estimate.   This 
1b  due  to  the  higher  appropriations  actually  provided  as  well  as  the  larger  than  expected 
unobligated  balance  carried  over  from  1993  to  1994. 

The  1994  Budget  estimated  grant  outlays  at  $4,983  million.   Outlays  are  currently 
estimated  at  $3,763,  million  which  is  $1,220  million  less  than  the  Budget  estimate,  primarily 
because  the  proposed  Btimulus  supplemental  appropriation  was  not  enacted. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  decrease  of  $856  million  in  obligations  for  1995  reflects  enactment  and  obligation  in 
1994  of  the  $425  million  disaster  assistance  supplemental  appropriation  for  CDBG  as  well  as  the 
obligation  of  $524  million  of  carryover  funds  in  1994. 

An  increase  of  $539  million  in  outlays  for  1995  reflects  the  additional  obligations  in  1993 
and  1994  for  disaster  relief  which  impact  1995  outlays. 

The  Budget  proposes  $2,054  million  of  additional  Section  108  Loan  Guarantee  commitments  for 
1995— the  same  level  as  1994. 

PROGRAM  DESCRIPTION 

1.   Program  Purpose.   Title  I  of  the  Bousing  and  Community  Development  (HCD)  Act  of  1974,  as 
amended,  authorizes  the  Secretary  to  make  grants  to  units  of  general  local  government  and  States 
for  the  funding  of  local  community  development  programs.   The  program's  primary  objective  is  to 
provide  decent  housing  and  a  suitable  living  environment  and  to  expand  economic  opportunities, 
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principally  for  persons  of  low-  and  moderate- income.   This  objective  is  achieved  by  limiting 
activities  to  those  which  carry  out  one  of  the  following  broad  national  objectivesi   (1)  benefit 
low-  and  moderate- income  persons,  (2)  aid  in  the  prevention  or  elimination  of  slums  and  blight, 
or  (3)  meet  other  particularly  urgent  community  development  needs.   At  least  70  percent  of  all 
CDBG  funds  received  by  a  grantee  must  be  used  for  activities  that  benefit  persons  of  low-  and 
moderate- income  over  a  period  of  up  to  3  years. 

The  program  is  based  on  the  principle  that  recipients  have  the  responsibility  for 
selecting  eligible  activities  most  appropriate  to  their  local  circumstances.   In  addition, 
instead  of  competing  for  categorical  project  dollars  each  year,  the  entitlement  communities  and 
States  have  a  basic  grant  allocation  so  they  know  in  advance  the  approximate  amount  of  Federal 
funds  they  will  receive  annually. 

2.  Eligible  Recipients  and  Activities 

a.  eligible  Recipients.   These  include  States,  any  unit  of  general  local  government 
(city,  county,  town,  township,  parish,  village  or  other  general  purpose  political  subdivision  as 
determined  to  be  eligible  for  assistance  by  the  Secretary),  the  District  of  Columbia, 

Puerto  Rico,  Guam,  the  Virgin  Islands,  American  Samoa,  the  Commonwealth  of  the  Northern  Marianas, 
the  Trust  Territory  of  the  Pacific  Islands  (Palau),  recognized  Indian  tribes,  and  Alaskan  Native 
Villages. 

b.  Eligible  Activities.   Section  105  of  the  HCD  Act  of  1974,  as  amended,  permits  a 
number  of  activities  to  be  undertaken  by  communities  assisted  under  the  program,  ranging  from  the 
provision  of  public  facilities  or  services  to  economic  development 

or  residential  rehabilitation  and,  in  some  cases,  substantial  reconstruction  of  housing. 

3.  Fund  Distribution.   After  deducting  designated  amounts  for  the  Special  Purpose  Grants, 
statutory  set-asides,  and  Indian  tribes,  the  balance  of  the  funds  appropriated  is  distributed 
70  percent  to  entitlement  communities  and  30  percent  to  States  for  their  nonentitlement 
communities  (small  cities). 

The  following  table  shows  the  actual  distribution  of  the  1993  appropriation,  as  of 
September  30,  1993,  and  the  currently  projected  distributions  of  enacted  and  proposed 
appropriations  for  1994  and  1995  by  recipient  category. 

DISTRIBUTION  OF  APPROPRIATIONS 


ENTITLEMENT  CITIES  AND  COUNTIES 

NONENTITLEMBNT  (STATES  AND  SMALL  CITIES). 

INDIAN  TRIBES 

SUBTOTAL 

SPECIAL  PURPOSE  GRANTS  (SECTION  107) 

INTEGRATED  DATA  BASE 

NEIGHBORHOOD    DEVELOPMENT   PROGRAM, 

EARLY  CHILDHOOD  DEVELOPMENT  PROGRAM 

DISASTER  ASSISTANCE 

NEIGHBORHOOD  LIFT  PROGRAM 

TOTAL 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

(Do 

1994 

1995 

liars  in  Thousands) 

52 

,725,450 

S3 

,003,700 

$2,835,700 

1, 

,168,050 

1 

,287,300 

1,215,300 

40,000 

44,000 

44,000 

3 

,933,500 

4 

,335,000 

4,095,000 

15,000 

2.' 

45,000 

60,000 

500 

1,000 

*' 

5,000 

10,000 

5,000 

15,000 

35,000 

285,000 

425,000 

HA 

MA 

200.000 

t, 

,240,000 

4, 

,825,000 

4,400,000 

a/  Reflects  enacted  rescission  (P. L. 103-50)  of  $45  Billion.   Amounts  rescinded  include 
$42  million  from  the  1993  appropriation  and  $3  million  from  prior  year  appropriations. 

b/  An  additional  $2  Billion  was  available  for  the  program  in  1993  within  the  Annual 
Contributions  appropriation. 
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4.   Explanation  of  Funds  Allocated  by  Recipient  Category 

a.  Formula  Entitlement.   The  HCD  Act  of  1974,  as  amended,  provides  for  the  distribution 
of  funda  to  eligible  recipients  (metropolitan  cities  and  urban  counties)  for  community  purposes 
utilizing  the  higher  of  two  formulas,  as  shown t 

ORIGINAL  FORMULA  SECOND  FORMULA 

Poverty  -  50  percent  Poverty  -  30  percent 

Population  -  25  percent  Population  growth  lag 

(1960-1990)  -  20  percent 
Overcrowded  housing  -  25  percent         Age  of  housing  stock  -  50  percent 

"Age  of  housing  stock"  means  the  number  of  existing  year-round  housing  units 
constructed  before  1940,  based  on  Census  data. 

"Population  growth  lag"  means  the  extent  to  which  the  current  population  of  a 
metropolitan  city  or  urban  county  is  less  than  the  population  it  would  have  had  if  its  population 
growth  rate  between  1960  and  the  date  of  the  most  recent  population  count  had  been  equal  to  the 
growth  rate  of  all  metropolitan  cities  over  the  same  period. 

Metropolitan  Cities.   Cities  in  Metropolitan  Statistical  Areas  (MSAs)  with  a 
population  of  50,000  and  over  and  central  cities  of  MSAs  are  entitled  to  funding  on  the  basis  of 
one  of  the  formulas.   A  total  of  802  metropolitan  cities  are  eligible  to  receive  grants  from  1994 
funds.   Of  these,  19  have  elected  to  enter  into  joint  grant  agreements  with  their  urban  counties. 

Drban  Counties.   The  statute  also  entitles  urban  counties  to  formula  grants.   Of 
counties  meeting  the  required  population  threshold,  135  counties  are  eligible  for  funding  in 
1994.   These  urban  counties  included  over  3,300  cooperating  local  incorporated  units  receiving 
funding  under  the  program.   A  test  for  designation  as  an  urban  county  requires  that  the  county 
must  be  authorized  under  State  law  to  undertake  essential  community  development  and  housing 
assistance  activities  in  its  unincorporated  areas  which  are  not  units  of  general  local 
government . 

The  urban  county  must  have  authority  to  perform  such  functions  in  its  participating 
incorporated  communities  either  under  State  law  or  through  cooperative  agreements.   These 
agreements  must  express  the  intention  of  the  urban  county  and  its  incorporated  jurisdictions  to 
cooperate  in  essential  community  development  and  housing  assistance  activities,  specifically 
urban  renewal  and  publicly  assisted  housing.   Participation  by  any  included  unit  of  government  is 
voluntary.   Urban  counties'  qualification  is  valid  for  a  3-year  period. 

Indian  Tribes.   Pursuant  to  the  Cranston-Gonzalez  National  Affordable  Bousing  Act, 
Indian  tribes  are  funded  from  Section  106  beginning  in  1991.   One  percent  of  the  total  CDBG 
appropriation  is  set  aside  for  awards  to  the  tribes  on  a  competitive  basis. 

b.  Nonentltlement  (States  and  Small  Cities  Program).   Nonentitlement  funds  are 
allocated  among  the  States  according  to  a  dual  formula,  with  the  allocation  being  the  higher  of 
amounts  determined  under  the  original  formula  or  a  second  formula  which  is  identical  to  that  used 
for  entitlement  communities  except  that  population  is  substituted  for  growth  lag. 

Presently,  States  have  the  option  of  administering  the  program  and  awarding  grants 
to  nonentitled  units  of  government.   Where  the  State  does  not  so  elect,  HUD  distributes  the 
funds.   However,  under  the  BCD  Act  of  1974,  as  amended,  any  State  that  elects  to  administer  the 
Small  Cities  program  in  fiscal  year  1985,  or  thereafter,  shall  be  considered  to  have  assumed  this 
responsibility  permanently,  and,  if  it  fails  to  provide  an  annual  submission,  funds  will  be 
reallocated  among  all  States  in  the  succeeding  year.   Only  two  States  (New  York  and  Hawaii)  have 
not  elected  to  administer  the  program. 
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c.   Special  Purpose  Grants.   The  Bousing  and  Community  Development  Act  of  1992 
(P.L.  102-550)  expanded  Section  107  'Special  Purpose  Grants,"  to  include  Community  Outreach  Act 
funding.  Community  Adjustment  Planning,  and  assistance  to  joint  State/local  government/university 
programs,  and  Regulatory  Barrier  Removal  Act  funding.   In  addition,  for  1993  only,  special  grants 
were  provided  to  Bridgeport,  Connecticut  and  for  emergency  assistance  to  Los  Angeles,  California. 
Special  Purpose  Grants  also  consist  of  five  program  categories  providing  assistance  fori 
community  development  for  insular  areas;  Historically  Black  Colleges  and  Universities j  Work 
Study;  funding  to  States  and  units  of  general  local  government  to  correct  any  miscalculation  of 
their  share  of  funds  under  section  106;  and,  technical  assistance  in  planning,  developing  and 
administering  programs  under  Title  t.  The  following  table  shows  the  distribution  of  the  Special 
Purpose  Grants  for  1993,  1994,  and  1995.  The  1993  distribution  reflects  the  rescission  enacted 
in  P.L.  103-50. 

DISTRIBUTION  OF  APPROPRIATIONS 

1993  1994  1995 

(Dollars  in  Thousands) 

Insular  Areas ...  $7,000  $7,000 

Technical  Assistance $500  13,000  28,000 

Technical  Assistance  (transfer  -  Section  119(o).  (3,374)  a/ 

Work  Study  Program 3,000  ~  3,000  3,000 

Historically  Black  Colleges  and  Universities 6,500  6,500  6,500 

Joint  Community  Development ...  6,000  6,000 

Los  Angeles 6,000  ...  ... 

Community  Outreach ...  7,500  7,500 

Bridgeport,  Connecticut 2,000  ...  ... 

Community  Adjustment  Planning ...  2.000  2.000 

Total 16,000  b/  45,000  60,000 

a/  This  amount  represents  UDAC  program  recaptures  transferred  to  CDBG  pursuant  to 
Section  119(o)  of  the  BCD  Act  of  1974,  as  amended. 

b/  P.L.  103-50  rescinded  a  total  of  $45  million,  of  which  $42  million  is  from  the  1993 
appropriation . 

The  Budget  proposes  funding  assistance  for  activities  under  the  following  project 
categories  in  1995 i 

Insular  Areas.   Special  Purpose  Grants  are  the  source  of  funding  for  community 
development  activities  in  the  Insular  Areas.   Insular  Areas  funded  include i   the  Virgin  Islands, 
American  Samoa,  Guam,  the  Commonwealth  of  the  Northern  Marianas,  and  the  Trust  Territory  of  the 
Pacific  (Palau).  Typical  types  of  projects  includes 

—  construction  or  reconstruction  of  public  works  and  facilities;  » 

—  housing  rehabilitation; 

--  economic  development)  and 

—  public  services. 

Technical  Assistance.  Technical  assistance  projects  are  to  assist  States, 
communities  and  Indian  tribes  in  planning,  developing  and  administering  Title  I  assistance.   The 
Technical  Assistance  program  is  used  to  provide  assistance  through  third-party  contractors  and 
directly  by  HDD  in  the  following  areas ■ 

--  increasing  grantee  effectiveness  to  plan  and  Implement  Title  I  assistance; 

—  improving  the  economic  development  potential  of  governmental  units  and 
increasing  the  participation  of  the  private  sector  in  community  and  economic 
development  assisted  under  Title  I;  and 

—  leveraging  non-Title  I  funding  sources  in  the  use  of  Title  I  assistance. 

An  increase  in  technical  assistance  funding  is  proposed  in  1995  to  respond  to 
emerging  needs  for  consolidated  planning,  economic  development  empowerment,  and  locally 
determined  priorities  for  Title  I  improvements. 
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Work  Study.   The  primary  objective  of  the  Work  Study  program  is  to  train  a  cadre  of 
well  qualified  minority  and/or  economically  disadvantaged  professionals  to  plan,  ijnplement  and 
administer  State  and  local  community  development  programs.   The  Work  Study  program  provides 
assistance  to  qualified  minority  and/or  economically  disadvantaged  students  participating  in 
community  development  work  study  programs  and  who  are  enrolled  in  full-time  graduate  or 
undergraduate  programs  in  community  and  economic  development,  community  planning,  or  community 
management. 

Historically  Black  Colleges  and  Universities.   Funding  under  this  category  is 
specifically  authorized  under  the  HUD  Reform  Act  of  1989.   The  program  helps  Historically  Black 
Colleges  and  Universities  (HBCU)  expand  their  role  and  effectiveness  in  addressing  community 
development  needs,  including  neighborhood  revitalization,  housing  and  economic  development  in 
their  localities,  consistent  with  the  purposes  of  Title  I  of  the  Housing  and  Community 
Development  Act  of  1974,  as  amended.   The  program  will  provide  grants  under  a  competition  limited 
to  HBCU.   The  list  of  eligible  activities  under  this  program  is  the  same  as  Title  I  of  the  HCD 
Act  of  1974. 

Joint  Community  Development.   Funding  under  this  new  section,  authorized  by 
Section  801  of  the  HCD  Act  of  1992,  would  provide  grants  to  States  and  local  governments  and 
institutions  of  higher  education  having  a  demonstrated  capacity  to  carry  out  Title  I  activities 
to  jointly  carry  out  eligible  Title  I  programs. 

Regulatory  Barrier  Removal.   The  Department  does  not  propose  funding  this  program 
under  the  Special  Purpose  Grants  category  because  the  activities  are  eligible  under  the  CDBG  and 
HOME  programs  and  can  be  funded  by  these  much  larger  programs  at  local  option. 

Community  Outreach.   The  Community  Outreach  Partnership  Act  of  1992  establishes  a 
new  grant  program  for  a  5-year  demonstration  (now  reduced  to  four  years  due  to  the  fiscal  year 
1993  rescission)  to  determine  the  feasibility  of  developing  or  extending  a  partnership  between 
institutions  of  higher  education  and  communities  to  solve  urban  problems.   Grants  go  directly  to 
public  and  private  nonprofit  institutions  of  higher  education  to  establish  and  operate  Community 
Outreach  Partnership  Centers.   Applied  research  and  outreach  activities  by  the  Centers  will  focus 
on  problems  associated  with  housing,  economic  development,  neighborhood  revitalization, 
infrastructure,  health  care,  job  training,  education,  crime  prevention,  planning,  community 
organizing  and  other  areas  deemed  appropriate  by  the  Secretary. 

Community  Adjustment  Planning.   Funding  for  this  new  program,  authorized  by  the  HCD 
Act  of  1992,  provides  planning  assistance  grants  to  non-entitlement  communities  impacted  by 
Department  of  Defense  base  closing  contract  cancellations,  and  similar  retrenchments.   The 
planning  is  to  help  the  impacted  community  diversify  its  economic  base  and  otherwise  adjust  to 
the  defense-generated  impact. 

d.  Neighborhood  Development  Program.   The  Department  requests  $10  million  for  the 
John  Heinz  Neighborhood  Development  Program  in  1995.   The  objective  of  the  program,  which  is 
authorized  by  Section  123  of  the  Housing  and  Urban-Rural  Recovery  Act  (HURRA)  of  1983,  as  amended 
by  the  Housing  and  Community  Development  Act  of  1992,  is  to  support  neighborhood  development 
activities  by  providing  matching  funds  to  eligible  non-profit,  neighborhood-based  organizations. 
The  majority  of  the  339  projects  funded  thus  far  involved  housing  activities,  followed  by  job 
creation,  neighborhood  public  improvements,  and  business  development.   The  request  is  to  help 
meet  the  demand  by  eligible  neighborhood  organizations  for  assistance  to  increase  their  capacity 
for  improving  neighborhood  development. 

e.  Early  Childhood  Development  Program.    The  Department  initiated  a  Public  Housing 
Child  Care  Demonstration  in  1988.   Section  222  of  the  HURRA,  as  amended  by  the  Housing  and 
Community  Development  Act  of  1987,  required  HUD  to  establish  a  demonstration  providing  grants  to 
nonprofit  organizations  to  provide  child  care  services  for  low-income  families  in  public  housing 
developments.   The  Cranston-Gonzalez  Rational  Affordable  Housing  Act  (P.L.  101-625)  redesignated 
the  demonstration  as  the  Early  Childhood  Development  Program.   Since  inception,  the  program  has 
been  funded  with  set-asides  from  the  Community  Development  Grants  appropriations  of  $5  million  in 
1988,  $5  million  in  1989,  $4.9  million  in  1990,  $5  million  in  each  of  1991,  1992,  and  1993,  and 
$15  million  in  1994.   An  additional  $35  million  is  proposed  for  1995  to  expand  assistance  to 
public  housing  developments  and  to  homeless  families. 
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Since  1990,  the  Early  Childhood  Development  Program  haa  been  implemented  through  an 
Interagency  Agreement  with  the  Department  of  Health  and  Human  Services  (HHS).   Its  purpose  is  to 
establish  or  extend  Head  Start  Early  Childhood  Development  programs  in  or  near  public  and  Indian 
housing  developments  to  service  families  and  their  children.   Beginning  in  1994,  the  program  is 
being  expanded  to  provide  assistance  in  or  near  facilities  providing  housing  for  homeless 
families.   The  traditional  Head  Start  program  is  only  a  part-day  program  which  does  not  allow 
parents  adequate  time  to  obtain  or  train  for  employment.   Dnder  the  Interagency  Agreement,  Early 
Childhood  Development  funds  have  been  used  to  expand  the  service  hours  of  Bead  Start  to  a  full- 
day  program. 

The  traditional  program  serves  only  4  year  olds,  but  the  expanded  program  serves 
children  3  to  5  years  old,  infants,  and  school  age  children  who  need  before  and  after  school 
care.   This  joint  program  leverages  increased  Bead  State  funding  for  public  and  Indian  housing 
residents  and  homeless  families,  and  provides  employment  opportunities  for  the  parents  and 
guardians.   Most  importantly,  it  gives  children  who  are  homeless  or  who  live  in  public  and  Indian 
Housing  a  chance  to  benefit  from  a  safe,  stable,  and  educational  environment,  while  their  parents 
are  able  to  work  and/or  train  for  employment.   The  Bead  Start  approach  focuses  on  parent 
Involvement,  volunteer Lam  and  in-service  training  for  staff,  many  of  who  are  public  and  Indian 
housing  residents. 

f.  Disaster  Assistance.   In  1993,  Congress  provided  S285  million  of  supplemental 
funding  to  the  cdbg  program  for  disaster  assistance.   This  includes  $85  million  for  assistance  to 
communltiea  impacted  by  Hurricane  Andrew,  Hurricane  Iniki  and  Typhoon  Omar  (P.L.  103-50).   In 
addition,  $200  million  was  provided  for  the  Midwest  flood  disaster  (P.L.  103-75).   All  of  these 
funds  had  been  allocated  by  December,  1993.   For  1994,  $42S  million  haa  been  provided  for  the 
California  earthquake  and  the  Midwest  flood  disaster  (P.L.  103-211). 

g.  neighborhood  Leveraged  Investment!  for  Tomorrow  (LIFT)  Program.   This  proposed  new 
program,  which  will  provide  $200  million  project-based  assistance  to  stimulate  Investment  in 
economic  and  physical  revitalization  of  urban  neighborhoods,  is  described  in  a  separate  section 
of  this  volume. 

5.  Reallocation  of  Entitlement  funds.   CDBG  amounts  allocated  to  a  metropolitan  city  or 
urban  county  in  a  fiscal  year,  which  become  available  for  reallocation  as  a  result  of  a  grant 
reduction,  are  first  reallocated  in  the  aucceeding  fiscal  year  to  other  metropolitan  cities  and 
urban  counties  in  the  same  Metropolitan  Statistical  Area  (MSA).   These  communities  must  follow  a 
simple  certification  process  to  qualify  for  receipt  of  these  funds.   Under  an  amendment  contained 
in  the  Cranston-Gonzalez  national  Affordable  Housing  Act,  upon  issuance  of  regulations,  BOD  may 
provide  any  such  funds  that  become  deobligated  because  of  grant  reductions  to  other  metropolitan 
cities  and  urban  counties  that  have  unmet  community  development  needs  because  of  disasters  over 
the  preceding  3  years. 

6.  Reallocation  of  Bonentltlement  Funds.   Existing  law  requires  that  amounts  allocated  for 
use  in  a  State  in  a  fiscal  year  which  become  available  for  reallocation  must  be  reallocated 
according  to  the  following  criteriai 

—  in  the  case  of  actions  against  small  cities,  amounts  that  become  available  for 
reallocation  are  to  be  added  to  amounts  available  for  distribution  in  the  State  in 
the  fiscal  year  in  which  the  amounts  become  available;  or 

—  in  the  case  of  actions  against  the  State,  these  amounts  will  be  allocated  among  all 
States  in  the  succeeding  fiscal  year. 

7.  Loan  Guarantee  Authority.   Section  108  of  the  Bousing  and  Community  Development  Act  of 
1974,  as  amended,  authorizes  the  Secretary  to  issue  Federal  loan  guarantees  of  private  market 
loans  used  by  entitlement  and  nonentitlement  communities  (the  latter  beginning  in  1991  pursuant 
to  the  Cranston-Gonzalez  Rational  Affordable  Bousing  Act)  to  cover  the  costs  of  acquiring  real 
property,  rehabilitating  publicly  owned  real  property,  housing  rehabilitation,  and  certain 
economic  development  activities.   In  addition,  guaranteed  loan  funds  have  been  used  to  finance 
construction  of  housing  by  nonprofit  organizations  when  undertaken  as  part  of  a  project  that  is 
also  financed  under  the  Rental  Housing  Development  Grants  or  Hebemiah  Bousing  Opportunity  Grants 
programs. 


737 


Community  Development  Grants 

The  1995  Budget  also  includes  $150  million  for  a  new  'economic  devitalization  Grants* 
program  to  assist  the  financing  of  economic  development  projects  in  conjunction  with  loans  under 
the  Section  108  program.   This  new  grant  program  is  described  separately  in  this  volume  under 
"Project-Based  Community  Development  Grants". 

8.  Grant  Statement  Requirements  and  Review.   Before  entitlement  funds  are  awarded,  a 
grantee  must  submit  a  statement  of  community  development  objectives  and  projected  use  of  funds, 
together  with  certifications.   For  metropolitan  cities  and  urban  counties,  the  statement  of 
projected  use  of  funds  is  to  consist  of  proposed  community  development  activities.   In  addition, 
the  statement  must  include  an  identification  of  estimated  amounts  that  will  be  used  for 
activities  that  benefit  low-  and  moderate-income  persons.   Entitlement  cities  and  counties  must 
also  certify  they  are  following  a  current  HDD  approved  Comprehensive  Bousing  Affordability 
Statement  (CHAS),  and  must  certify  that  any  housing  activities  to  be  carried  out  with  the  funds 
will  be  consistent  with  the  . 

For  States,  the  statement  is  to  consist  of  the  State's  community  development  objectives 
and  the  method  by  which  the  State  intends  to  distribute  funds  to  units  of  general  local 
government.   Beginning  in  1992,  States  had  to  certify  their  method  of  distribution  is  consistent 
with  the  State  CHAS. 

Statements  submitted  by  entitlement  communities  and  States  are  not  subject  to  HDD 
approval.   However,  statements  submitted  by  communities  under  the  BUD-administered  Small  Cities 
program  and  the  Indian  program  are  subject  to  a  competitive  review  and  selection  process. 

Under  a  requirement  added  by  the  Cranston-Gonzalez  Rational  Affordable  Bousing  Act  and 
amended  by  the  BCD  Act  of  1992,  following  hud  s  specification  as  to  its  form,  entitlement 
communities  and  States  must  also  submit  to  BUD  a  plan  which  identifies  their  non-housing 
community  development  needs. 

9.  Performance  Review.   Grantees  are  required  to  submit  annual  performance  reports  to  HDD 
concerning  the  uses  of  their  block  grant  funds.   HOD  is  required  to  review  grantees'  performance, 
at  least  annually,  to  determine  whether  they  have  carried  out  their  activities,  in  a  timely 
manner,  carried  out  their  activities  and  certifications  in  accordance  with  all  applicable  laws, 
and  have  a  continuing  capacity  to  carry  out  their  activities  in  a  timely  manner.   In  the  case  of 
States,  BUD  must  review  the  State  to  determine  if  it  distributed  funds  in  a  timely  manner  and 
consistent  with  its  method  of  distribution,  is  in  compliance  with  CDBG  requirements  and  other 
applicable  laws,  and  conducted  appropriate  reviews  of  the  local  governments  awarded  grants  by  the 
State.   HUD  is  authorized  to  terminate,  reduce,  or  limit  the  availability  of  the  funds  of  a 
grantee  according  to  review  findings  following  the  opportunity  for  a  hearing.   For  nonentitlement 
grants  made  by  HUD  to  small  cities,  HUD  may  adjust,  reduce,  or  withdraw  such  funds,  or  take  other 
action  as  appropriate  according  to  review  findings.   In  the  absence  of  a  detailed  application, 
the  importance  of  the  annual  report  and  monitoring  is  increased  substantially,  particularly  for 
entitlement  and  State  grantees. 
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STATUS  OF  POMPS 

1.  Authorization.   Authorizing  legislation  is  required  to  fund  the  1995  request. 

2.  Balances  Available 

a.  Unobligated  balances.   The  following  table  compares  program  obligations  with  funds 
available  for  distribution  by  yean 

ACTUAL        ESTIMATE      ESTIMATE 
1993  1994         1995 

(Dollars  in  Thousands) 

Unobligated  balance,  start  of  year $244,412  $524,255  $93,463 

Appropriation 4,000,000  4,400,000  4,400,000 

Disaster  Assistance  Supplemental  Approps..  240,000  425,000  ... 
Unobligated  balances  transferred  fromi 

Urban  Development  Action  Grants 3,374  ...  ... 

Recaptures 3.646  6.000  6.000 

Total  Available 4,491,432  5,355,255  4,499,463 

Obligations,  gross  (excluding 

reimbursements) -3,967,146  -5,261,792  -4,406,000 

Unobligated  balance  expiring -29       ^  __vii 

Unobligated  balance,  end  of  year 524,255  93,463  93,463 

The  1994  Budget  assumed  that  there  would  be  $100  million  in  unobligated  funds  as  of 
September  30,  1993.  However,  the  actual  unobligated  amount  was  $524.3  million.  The  composition 
of  the  unobligated  balance,  at  the  end  of  1993,  is  as  shown  in  the  following  tablet 

AMOUNT 
( Dollars  in  Thousands ) 

BNTITLEMBNT $171,  525 

NOKBNTITLEKEHT  (STATES  AND  SMALL  CITIES)..  76,157 

INDIAN  TRIBES 41,232 

SPECIAL  PURPOSE  GRANTS 39,142 

NEIGHBORHOOD  DEVELOPMENT  PROGRAM 1,001 

INTEGRATED  DATA  BASE 1,000 

DISASTER  ASSISTANCE 194.196 

TOTAL 524,255 

b.  Obligated  Balances.   The  status  of  obligated  balances  is  shown  in  the  following 
tablet 

ACTUAL      ESTIMATE       ESTIMATE 

1993        1994  1995 

(Dollars  in  Thousands) 

Obligated  balance,  start  of  year $5,959,154  $6,724,495  $8,217,291 

Obligations,  gross 3,967.148  5.261,792  4,406.000 

Subtotal 9,926,302  11,986,287  12,623,291 

Outlays -3,198,161  -3,762,996  -4,301,741 

Adjustment  in  unexpired  accounts -3,646  -6,000  -6,000 

Adjustment  in  expired  accounts . . .  ... 

Obligated  balance,  end  of  year 6,724,495  8,217,291  8,315,550 

BUDGET  OUTLAYS 

Budget  outlays  are  estimated  at  $3,763  million  in  fiscal  year  1994  and  $4,302  million  in 
fiscal  year  1995.   However,  actual  outlays  will  be  governed  by  the  rate  communities  expend  funds 
which  have  been  made  available. 


- 
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DISTRIBUTION  OF  FUNDS  BY  STATE 

The  following  table  shows  combined  entitlement  and  nonentitlement  allocations  of  the  1993 
and  1994  and  1995  appropriations  by  State.   The  1995  amounts  represent  preliminary  estimates 
which  are  subject  to  change. 

DISTRIBUTION  OF  COHMPHITY  DEVELOPMENT  GRAHTS 
BY  STATES  AMD  TERRITORIES 


STATE  AND  TERRITORY 


Al  "hwffiB  .....•• ■  . 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky. 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

Hew  Hampshire. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Otah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Subtotal 

Indian  Grants 

Special  Purpose  Grants 

Integrated  Data  Base 

Neighborhood  Development  Program. . . . 
Early  Childhood  Development  Program. 

Disaster  Assistance 

Neighborhood  LIFT  Program 

GRAND  TOTAL 


$58,993 

4,400 

45,067 

31,126 

424,499 

37,480 

42,360 

7,406 

20,260 

158,015 

80,265 

16,828 

9,896 

208,075 
77,115 
44,639 
31,674 
56,024 
78,380 
18,057 
59,154 

111,463 

155,745 
63,704 
42,349 
81,622 
9,500 
22,084 
12,232 
11,829 

117,647 
19,779 

388,685 

69,173 

7,861 

182,248 
34,819 
33,455 

246,880 

18,013 

41,963 

9,139 

59,203 

262,540 
21,564 
7,327 
63,551 
57,143 
29,364 
70,094 
4,464 

128,347 


40,000 

15,000  a/ 

500 

1,000  b/ 

5,000  ~ 

285,000 

HA 

4,240,000 


Estimate 
1994 
( Dollars  in  Thousands ) 

$65,275 
4,856 

49,297 

34,654 
464,151 

41,549 

46,554 
8,270 

22,391 
172,530 

88,736 

18,423 

11,125 
229,736 

85,195 

49,343 

34,936 

62,155 

86,492 

19,999 

65,091 
122,950 
171,939 

70,309 

47,073 

90,156 

10,529 

24,395 

13,369 

13,065 
129,290 

21,876 
428,209 

77,158 

8,692 

201,349 

38,481 

36,949 
272,132 

19,853 

46,823 

10,123 

65,244 
288,212 

23,828 
8,120 

70,103 

62,775 

32,635 

77,321 

4,945 

142,339 


44,000 
45,000 

5,666 

15,000 

425,000 

HA 

4,825,000 


Estimate 
1994 


$61,624 

4,584 

46,540 

32,716 

438,191 

39,225 

43,950 

7,807 

21,139 

162,880 
83,773 
17,393 
10,503 

216,887 
80,430 
46,583 
32,982 
58,679 
81,654 
18,880 
61,450 

116,073 

162,322 
66,377 
44,440 
85,113 
9,940 
23,031 
12,621 
12,334 

122,059 
20,652 

404,259 

72,842 

8,206 

190,087 
36,329 
34,882 

256,911 

18,743 

44,204 

9,557 

61,595 

272,092 
22,495 
7,666 
66,182 
59,264 
30,810 
72,996 
4,668 

134,378 
4,051,000 

44,000 
60,000 

10,666 
35,000 

200,666 

4,400,000 


a/  Reflects  enacted  rescission  (P. L. 103-50)  of  $45  million.   Amounts  rescinded  include 
$42-  million  from  the  1993  appropriation  and  $3  million  from  prior  year  appropriations. 

b/  An  additional  $2  million  is  available  within  the  1993  Annual  Contributions 
appropr  iatlon . 
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DISTRIBUTION  OF  PROGRAM  OBLIGATIONS 

The  following  table  shows  the  distribution  of  program  obligations  by  funding  category  in 
1993,  1994,  and  1995. 

ACTUAL  ESTIMATE  ESTIMATE 

1993  1994  1995 

(Dollars  in  Thousands) 

ENTITLEMENT  (CITIES  AMD  URBAH  COUMTI8S )  .  .  .  $2,684,872  $3,075,225           $2,835,700 

NONENTITLEMBUT  (STATES  AMP  SMALL  CITIES) ■■  1,092,575  1,363,457            1,215,300 

INDIAN  TRIBES 64,583  85,232               44,000 

SPECIAL  PURPOSE  GRANTS 27,209  83,598             60,000 

NEIGHBORHOOD  DEVELOPMENT  PROGRAM 1,905  6,001               10,000 

INTEGRATED  DATA  BASE ...  1,000 

EARLY  CHILDHOOD  DEVELOPMENT  PROGRAM 5,000  15,000               35,000 

DISASTER  ASSISTANCE 90,804  619,196 

GRANTS  AMD  CONTRACTS ...  6,538 

HUD  TRAINING 200  545 

NEIGHBORHOOD  'LIFT-  PROGRAM ...  ...              200,000 

RECAPTURES (3.6461  a/  6.000  a/  6.000  a/ 

TOTAL  (GROSS) 3,967,148   ~        5,261,792  ~        4,406,000  ~ 

a/  The  actual  1993  distribution  of  obligations  by  category  includes  the  use  of  funds 

recaptured  in  1993.   However,  an  estimate  of  the  future  reuse  of  recaptured  funds  by 
category  has  not  been  made  for  fiscal  years  1994  and  1995. 
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NEIGHBORHOOD  LEVERAGED  INVESTMENTS  FOR  TOMORROW  (LIFT)  PROGRAM 


PROGRAM  HIGHLIGHTS 


Program  Laval i 
Obligations. , 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED   ESTIMATE    ESTIMATE 

DECREASE  - 

1993 

1994 

1994       1994        1995 

199S  vs  1994 

(Dollars  in  Thousands) 

HA 

U 

HA       HA      $200,000 

+$200,000 

Budget  Authority  (Appropriation)! 
Enacted  or  proposed  (included 
in  appropriation  for  Community 
Development  Block  Grants )... .     HA        HA        NA       HA       200,000    +200,000 

Budget  Outlays HA        HA         HA       HA         8,000      +8,000 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  requests  an  appropriation  of  $200  million  in  199S  for  the  proposed 
Neighborhood  Leveraged  Investments  for  Tomorrow  (LIFT)  Program  within  the  'Community  Development 
Grants*  account. 

Authorizing  legislation  is  required  for  this  new,  project-based  program  that  is  an 
integral  part  of,  and  catalyst  for,  comprehensive  neighborhood  revitalizatlon  and  economic 
development,  particularly  in  communities  that  develop  comprehensive  plans  for  community 
development.   Neighborhood  LIFT  would  be  a  competitive  program  with  the  overall  objective  of 
stimulating  public  and  private  investment  in  the  comprehensive  physical  and  economic 
revitalizatlon  of  distressed  urban  and  rural  neighborhoods  to  improve  the  overall  quality  of 
life. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 
The  1994  Budget  did  not  propose  this  program. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  did  not  propose  this  program. 

EXPLANATION  OF  INCREASES  AND  DRCRRASBS 

The  increases  over  1994  reflect  the  initial  appropriation  request  for  this  new  program. 

PROGRAH  DESCRIPTION 

1.   Purpose.   There  are  many  physically  and  economically  needy  urban  and  rural  communities 
which  lack  specific  types  of  development!   neighborhood  shopping  centers,  light  industrial 
projects,  public/private  -town  center"  activity  clusters  and  other  types  of  commercial 
development.   However,  businesses  continue  to  avoid  locating  such  services  in  these 
neighborhoods  because  of  real  and  perceived  risks.   In  fact,  many  existing  businesses  reduce 
their  exposure  in  such  distressed  areas  and  continue  to  withdraw  facilities,  services  and  jobs. 
This  contributes  to  a  downward  spiral  in  the  neighborhood's  local  economy  causing  additional 
businesses  to  close,  thereby  further  exacerbating  the  economic  distress  of  the  neighborhood.   As 
each  additional  closure  ripples  through  the  lives  of  the  residents,  unemployment  increases, 
housing  falls  into  disrepair,  the  strain  on  social  services  grows  and  the  fabric  of  the  community 
further  disintegrates. 
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The  Neighborhood  LIFT  program  would  address  these  problems.   It  fills  a  critical  gap  in 
the  available  arsenal  of  tools  to  bring  about  the  physical  and  economic  revitalization  of 
distressed  urban  neighborhoods  and  rural  communities  by  offering  businesses  sufficient  economic 
incentive  to  be  a  catalyst  for  change.   The  Community  Development  Block  Grants  (CDBG)  program  and 
the  Section  108  Loar.  Guarantee  program  are  also  necessary  components  of  a  community's  strategy 
and  would  complement  the  LIFT  funds  which  will  provide  investment  for  larger  scale  projects 
(upwards  of  $5  million).   In  a  similar  fashion,  LIFT  will  complement  the  Section  108  Loan 
Guarantee  program  by  providing  funds  for  those  larger  development  projects  that  need  a  source  of 
extremely  patient  secondary  financing  in  order  to  allow  businesses  sufficient  time  to  reach  an 
acceptable  level  of  profitability  ( 5  to  10  years). 

2.  Eligible  Applicants.   Applicants  would  be  units  of  general  local  government  and 
neighborhood-based  nonprofit  organizations  proposing  project-based  subsidies  required  for  the 
success  of  a  project,   within  an  applicant's  jurisdiction,  neighborhood  eligibility  would  be 
determined  on  the  basis  of  economic  indices  of  need.   These  criteria  would  include  concentrations 
of  low-  and  moderate- income  persons  in  census  tracts,  poverty,  and  unemployment.   Generally, 
assisted  areas  would  be  focused  on  non-commercial  neighborhoods,  except  when  a  successful 
neighborhood  revitalization  strategy  was  linked  with  the  simultaneous  revitalization  of  a 
contiguous  commercial  or  industrial  area. 

3.  Allocation  of  FundB.   The  program  is  envisioned  as  a  competitive  pool  of  funds  to  be 
used  to  leverage  private  investment  by  providing  the  gap  financing,  including  debt  service 
reserves,  necessary  to  make  an  otherwise  unfeasible  project's  financing  work.   Grantees  could 
support  projects  through  grants,  loans,  or  credit  enhancement.   Uses  would  be  flexible  to 
encourage  innovation  and  tailoring  to  local  needc  and  project  circumstances.   The  competition 
would  provide  additional  preferences  to  income-generating  project  that  economically  empower 
residents  to  carry  out  additional  neighborhood-based  economic  development  projects.   The  number 
of  applications  that  could  be  submitted  during  any  one  funding  cycle  by  an  applicant  would  be 
limited  to  an  aggregate  grant  award  of  $5  million  per  funding  cycle.   Based  on  previous  federal 
experience,  the  leveraging  power  of  these  dollars  could  be  expected  to  be  S3-S5  of  private 
investment  to  every  SI  of  Federal  investment — or  $600  million  to  $1  billion  in  additional 
investment. 

4.  Eligible  Activities.   This  program  would  support  and  give  preference  to  projects  that! 

•  provide  essential  goods  and  services  to  residents  of  the  community; 

•  generate  jobs,  especially  for  residents  who  are  chronically  unemployed  or  receive 
welfare  within  the  community  (though  "30b  counting"  would  not  be  a  primary  basis  for 
selection) ; 

•  are  the  essential  element  and  catalyst  for  the  comprehensive  physical,  social  and 
economic  revitalization  of  the  distressed  neighborhood,  with  consideration  for 
communities  that  applied  for  Empowerment  Zone  or  Enterprise  Community  designation; 

e  build  the  neighborhood's  economic  base,  both  in  the  short-term  through  business 

expansion  and  job  opportunities,  and  in  the  long-term  through  meaningful  reinvestment 
of  a  share  of  a  successful  project's  profits  in  the  neighborhood  either  through 
equity  participation  for  residents  or  capitalization  of  neighborhood-based  nonprofit 
organizations  carrying  out  neighborhood  physical  and  economic  revitalization,  etc.; 

•  demonstrate  and  leverage  other  public  investment  in  the  physical  and  social 
revitalization  of  the  area;  and 

•  leverage  private  investment  in  the  proposed  project. 
Additional  preferences  would  be  given  to  projects  thati 

•  demonstrate  comprehensive  neighborhood  revitalization  efforts  are  currently  underway; 

•  are  sponsored  by  successful,  for-profit/nonprofit  development  partnerships; 

•  have  broad-based  support  from  nonprofit  community-based  organizations;  and 

e  build  upon  and  expand  the  capacity  of  local  institutions  to  carry  out  neighborhood 
revitalization. 
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These  preferences  favor  projects  that  promote  long-tern,  comprehensive  neighborhood 
revltallzatlon.   Through  this  program,  the  Federal  government  will  start  the  engines  of  growth 
and  revltallzatlon  In  needy  urban  neighborhoods  and  rural  communities  by  creating  an  environment 
that  generates  outside  investment,  creates  jobs  for  residents,  and  creates  opportunities  for 
long-ter  capital  formation  that  empowers  its  residents. 

STATDS    OF    POTTOS 

1.  Authorization.     Authorizing   legislation  will  be  proposed  for  this  program. 

2.  Balances   Available 

a.   Onobligated  Balances.   The  following  table  compares  the  program  obligations  with 
funds  available  by  year. 


ESTIMATE 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  In  Thousands) 


Onobligated  balance,  start  of  year. 

Appropriation 

Total  Available 

Obligations 

Onobligated  balance,  end  of  year... 


S200.000 
200,000 

-200.000 


b.   Obligated  Balances.   The  status  of  obligated  balances  is  as  follows. 


ESTIMATE 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  In  Thousands) 


Obligated  balance,  start  of  year. 

Obligations  Incurred 

Subtotal 

Outlays 

Obligated  balance,  end  of  year... 


200.000 

200,000 

-8.000 

192,000 
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PROJECT-BASED  COMMUNITY  DEVELOPMENT  GRANTS 
PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1994 

1995 

1995  vb  1994 

(Dollars   in  Thousands) 

Program  Level  (Obligations)! 
Empowerment  Zones  and 

Enterprise  Communities NA       HA  NA        HA    $500,000     +$500,000 

Economic  Revitalization  Grants.    NA       NA  NA        NA     150,000     +150,000 

Community  Viability  Fund HA       NA  NA        NA     150,000     +150,000 

Capacity  Building  for  Community 
Development  and  Affordable 

Housing  (Section  4) HA   $25,000  a/        HA   $20,000      (20,0001  b/   -20.000 

Total  Program  Level NA   25,000  ~         HA    20,000     800,000   ~  +780,000 

Appropriations i 

Enacted  or  proposed HA  25,000  a/    $20,000  20,000  700,000  +680,000 

Proposed  transfer  from  UDAG....  HA  NA       HA  __u_i  100.000  +100.000 

Total  Funding NA  25,000       20,000  20,000  800,000  +780,000 

Budget  Outlays HA      500  a/        HA     4,000      33,785      +29,785 

a/   Budget  Amendment. 

b/   The  Community  Viability  Fund  includes  $20  million  for  this  activity  in  1995. 
SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  $800  million  for  a  new  Project-Based  Community  Development  Grants 
appropriation  in  1995.   This  amount  includes  a  budget  authority  request  of  $700  million  and  an 
estimated  transfer  of  $100  million  of  recaptured  unobligated  balances  from  the  Urban  Development 
Action  Grants  (UDAG)  program. 

The  Project-Based  Community  Development  Grants  appropriation  includes  funding  for  three 
new  initiatives!   Grants  for  Empowerment  Zones  and  Enterprise  Communities,  Economic 
Revitalization  Grants,  and  a  Community  Viability  rund.   These  three  initiatives  require  enactment 
of  authorizing  legislation  including  authority  to  transfer  the  UDAG  balances.   The  Community 
Viability  Fund  will  also  include  funding  to  continue  the  Capacity  Building  for  Community 
Development  and  Affordable  Housing  program  authorized  by  section  4  of  the  HUD  Demonstration  Act 
of  1993.   This  was  funded  in  1994  under  a  separate  appropriation. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 
The  1994  Budget  did  not  propose  these  programs  in  1993. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  originally  did  not  propose  appropriations  for  these  programs.  However, 
the  Department  subsequently  did  propose  an  appropriation  for  the  Capacity  Building  for  Community 
Development  and  Affordable  Housing  program;  and  the  Congress  enacted  a  $20  million  appropriation 
for  that  program. 
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PROGRAM  DESCRIPTIONS 


The  components  of  the  Project-Based  Community  Development  Grants  account  are  discussed 
below. 

EMPOWERMENT  ZONES  AMD  ENTERPRISE  COMMPHITIES 

This  proposed  program  would  authorize  the  Secretary  to  make  up  to  $500  million  available  in 
Zone  Economic  Development  Initiative  grants  to  designated  Empowerment  Zones  and  Enterprise 
Communities  to  help  them  implement  their  strategic  plans  for  economic  revitalization.   These 
grants  would  stimulate  the  economic  revitalization  of  Zones  and  Communities  by  expanding  economic 
development  opportunities  and  job  creation  activities  and  stimulate  the  housing  sector  by 
providing  project-based  rental  assistance  certificates  to  construct  or  rehabilitate  rental 
housing  units  for  very  low- income  families  and  other  housing  assistance.   Designated  Zones  and 
Communities  will  be  able  to  propose  their  projected  mix  of  economic  revitalization  and  housing 
activities  to  address  their  identified  needs.   These  grant  funds  also  are  expected  to  leverage 
additional  private,  State,  local  and  other  Federal  housing  and  economic  revitalization  resources 
under  such  programs  as  hud's  Section  108  Loan  Guarantee  program,  the  Community  Development  Block 
Grant  program  and  SBA's  One  Stop  Capital  Shops. 

Comprehensive  revitalization  of  Empowerment  Zones  and  Enterprise  Communities  is  a  long  and 
expensive  process  because  it  requires  massive  efforts  for  economic,  human,  and  physical 
development.   Tax  incentives  alone  are  not  adequate  to  trigger  total  community  revitalization. 
Part  of  the  original  Empowerment  Zone  concept  of  the  Administration  was  that  there  were  to  be  two 
grant  programs i   enterprise  grants — which  was  a  block  grant  for  Empowerment  Zones  and  Enterprise 
Communities — and  safety  and  community  policing  grants.   However,  neither  of  these  provisions  were 
included  in  the  authorizing  legislation  as  enacted — the  Omnibus  Budget  Reconciliation  Act  of 
1993.   Instead,  Title  XX  of  the  1993  Act  authorizes  a  $1  billion  incremental  Community  Services 
Block  Grant  (CSBG),  to  be  administered  by  HHS,  and  earmarked  for  Empowerment  Zones  and  Enterprise 
Communities.   The  result  is  a  large  gap  in  Federal  assistance  to  Empowerment  Zones  and  Enterprise 
Communities  since  the  Title  XX  CSBG  program  addresses  only  the  "soft  costs"  of  urban  development. 
The  $500  million  proposal  for  BUD's  Empowerment  Zones  and  Enterprise  Communities  program 
addresses  the  -harder  costs"  that  also  must  be  met  to  achieve  revitalization. 

ECONOMIC  REVITALIZATION  GRANTS 

This  program  will  provide  $150  million  of  grants  to  assist  the  financing  of  economic 
development  projects  in  conjunction  with  loans  under  the  Section  108  Loan  Guarantee  program.   To 
qualify,  projects  must  be  eligible  under  the  Community  Development  Block  Grant  program  (CDBG). 
The  Budget  assumes  that  $100  million  of  the  funding  for  these  grants  will  be  derived  from  the 
transfer  of  unobligated  balances  from  the  UDAG  program  and  the  additional  $50  million  will  be 
made  available  from  the  proposed  remaining  appropriation  request. 

These  grants  will  enhance  the  viability  of  projects  and  reduce  the  likelihood  that  CDBG 
funds  will  have  to  be  used  to  repay  Section  108  loans.   Some  communities  are  reluctant  to  borrow 
under  Section  108  for  economic  development  projects  because  they  fear  that  the  projects  will  be 
unable  to  generate  enough  revenue  to  repay  the  Section  108  loan.   When  the  project  cannot 
generate  enough  funds  to  cover  debt  service,  the  community  must  use  its  CDBG  funds  to  cover  the 
shortfall.   Through  the  infusion  of  a  relatively  small  amount  of  Economic  Revitalization  Grants 
funds,  economic  development  projects  (such  as  microenterprise  loans  and  neighborhood 
revitalization)  can  be  made  financially  viable.   These  projects  axe  therefore  more  likely  to 
generate  enough  cash  to  repay  the  Section  108  loon. 

The  grant  funds  can  be  used  to  reduce  the  interest  rate  charged  to  businesses,  fund  loss 
reserves,  or  for  other  purposes  that  would  increase  the  likelihood  that  the  cash  flow  generated 
by  the  economic  development  project  will  be  sufficient  to  cover  debt  service  on  the  Section  108 
loan.   This  will,  in  turn,  decrease  the  likelihood  that  CDBG  funds  will  have  to  be  used  for  that 
purpose.   This  initiative  also  would  permit  HOD  to  guarantee  trust  certificates  backed  by  a  pool 
of  Section  108  loans.   This  would  reduce  interest  rates  and  encourage  more  Institutional 
investors,  like  pension  funds,  to  purchase  obligations  guaranteed  under  Section  108. 
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Economic  revitalization  grants  can  be  used  by  communities  in  combination  with  Section  108 
guaranteed  loans  tot 

•  support  the  recipient's  empowerment  zone  strategy; 

•  capitalize  Community  Development  Financial  Institutions  (CDFI's); 

•  provide  additional  liquidity  for  Community  Development  Corporations; 

•  implement  Federal  priorities  for  establishing  viable  micro  loan  programs,  addressing 
needs  in  colonies,  addressing  economic  dislocation  caused  by  closure  of  military  bases, 
addressing  needs  in  neighborhood  revitalization  areas,  assisting  in  downtown 
redevelopment,  and  providing  urban  amenities;  and 

•  other  economic  development  priorities. 

COMMODITY  VIABILITY  FUMD 

This  proposal  would  create  an  incentive  grant  and  recognition  awards  program  for  communities 
and  neighborhood  organizations,  that  have  made  or  will  make  a  significant,  innovative 
contribution  to  the  revitalization  of  American  communities  and  neighborhoods.   Eligible 
activities  include  strategic  planning  and  urban  design,  community  institution  building,  and  the 
expansion  and  improvement  of  the  quantity  and  quality  of  amenities  and  services  in  urban  areas. 

The  proposal  recognizes  that  government  does  not  have  all  the  answers.   The  "evening  newB" 
highlights  one  anecdotal  story  after  another  of  how  one  group,  be  it  city,  church,  nonprofit  or 
business  has  stepped  forward  with  an  innovative  approach  to  address  the  problems  in  its  own 
neighborhood.   The  innovative  planning  and  design  solutions  to  the  problems  of  our  communities 
must  be  discovered,  recognized  and  replicated;  new  innovative  solutions  must  continue  to  be 
nurtured,  tested  and  shared  with  all  of  our  communities  so  that  the  best  we  can  create  can  be 
utilized  by  all  to  begin  to  solve  the  problems  facing  America's  communities. 

Strategic  Planning  and  Urban  Design.   The  first  objective  of  this  fund  would  be  to  help 
communities  develop  and  implement  comprehensive  approaches  that  integrate  poorer,  inner-city 
neighborhoods  into  the  greater  metropolitan  region.    Comprehensive  and  strategic  planning  end 
programming  would  be  used  to  integrate  the  current  needs  of  residents  at  the  micro  level  with  the 
broader  community  and  economic  development  needs  at  the  macro  level.   Incentive  grants  under  this 
component  would  be  funded  for  the  following! 

e   urban  design  and  the  development  of  public  amenities  in  lower  income  neighborhoods  that 
serve  as  a  catalyst  for  and  result  in  the  neighborhood's  renewal; 

e  development  and  implementation  of  comprehensive  plans  that  focus  on  local  and 
metropolitan  strategies  which  create  sustainable  community  development  at  the 
neighborhood,  city,  and  metropolitan  level; 

•  expanding  economic  opportunities  for  lower  income  persons  through  areawide  planning 
approaches  that  provide  educational  and  employment  opportunities  for  lower  income 
persons; 

•  coordinated  efforts  that  stimulate  fair  housing,  the  deconcentration  of  the  poor  and 
minorities,  reduce  the  isolation  of  income  groups  within  communities,  remove  barriers  to 
affordable  housing  development,  and  expand  housing  opportunities  for  lower  income 
persons. 

Preference  would  be  given  to  projects  that  include  interagency  and  intergovernmental 
coordination  of  federal,  state,  and  local  public,  private,  and  non-profit  resources  in  an 
integrated  manner. 

Eligible  applicants  for  strategic  planning  and  urban  design  grants  include  metropolitan 
cities  and  urban  counties  (i.e.,  entitlement  recipients  under  the  CDBG  program)  and  metropolitan 
planning  agencies.   Approximately  75  percent  of  the  funds  would  be  distributed  through  a 
competitive  process  and  25  percent  at  the  discretion  of  the  Secretary. 
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Community  Institution  Building.   The  second  objective  of  this  fund  would  be  to  promote  the 
development  and  expansion  of  community-based  institutions,  in  particular,  community  organizing  in 
a  manner  that  establishes  new  grass-roots  community  organizations  in  unorganized  neighborhoods 
and  support  for  community  groups  that  do  not  yet  have  the  track  record  necessary  to  secure 
project-based  funding.   Funds  for  community  organizing  could  be  used  to  provide  training  in 
financial  management,  leadership  training,  technical  skills  relating  to  housing  and  community 
development  activities,  community  outreach,  management  of  nonprofit  organizations,  and  basic 
skills  for  low-income  persons  hired  by  community  organizations.   Funds  can  also  be  used  to  build 
the  capacity  of  neighborhood  organizations  and  institutions,  such  as  Community  Development 
Corporations,  community  banks,  and  credit  unions,  and  promote  joint  ventures  that  expand  housing, 
educational,  and  employment  choices  for  inner  city  residents. 

Preference  would  be  given  for  the  following  type  of  activities i 

•  development  of  new  grass-roots  community  organizations  in  unorganized  neighborhoods; 

•  development  of  new  organizations  that  link  housing,  economic,  and  human  development; 

•  projects  that  have  demonstrated  coordination  with  local  law  enforcement  and/or  local 
Public  Housing  Authority  officials  involving  anti-crime  initiatives  under  Operation  Safe 
Home. 

•  projects  that  leverage  matching  contributions  from  the  private  sector,  churches, 
foundations,  universities,  civic  groups  and  national  service  program  to  support  a  wide 
variety  of  community  development  initiatives. 

Grants  under  this  component  would  be  funded  through  competition  (approximately  75  percent), 
and  funded  at  the  discretion  of  the  Secretary  (approximately  25  percent). 

Eligible  applicants  for  community  institution  building  grants  include  cities  with  non-profit 
community  development  programs;  universities  that  will  provide  training  for  community  group  staff 
or  students  who  have  chosen  to  serve  the  nonprofit  sectors;  nonprofit  intermediaries  that 
specialize  in  training  community  organizations;  nonprofit  organizations,  community  groups  that 
have  developed  the  capacity  to  train  other  community  groups;  and  entities  that  qualify  as 
"eligible  neighborhood  organizations"  under  Section  123  of  the  Bousing  and  Urban  Rural  Recovery 
Act  of  1983. 

Recognition  Awards.   The  awards  program  would  recognize  excellence  and  innovation  in  the 
preparation  and  implementation  of  community-wide  and  regional  strategies  or  activities  that 
successfully  furthered  sustainable  community  development  by  expanding  fair  housing  opportunities, 
furthering  economic  revitalization,  reducing  economic  isolation  of  income  groups  within 
communities  and  the  region,  expanding  housing,  educational,  and  employment  choices  for  lower 
income  persons  throughout  a  metropolitan  area,  amenities  in  lower  income  neighborhoods  that 
served  as  a  catalyst  for  and  resulted  in  the  neighborhood's  revitalization.   Dp  to  $10  million 
would  be  used  for  contract  funds  needed  to  administer  the  program,  provide  for  information 
dissemination,  design  juries,  printing,  conferences,  and  to  provide  technical  assistance.   Funds 
would  be  granted  to  the  awardees  to  defray  costs  to  act  as  national  consultants  to  communities 
and  groups  throughout  the  country  who  wish  to  establish  similar  programs. 

Capacity  Building  for  Affordable  Bousing  and  Community  Development.   Section  4  of  the  HDD 
Demonstration  Act  of  1993  authorizes  funding  to  build  the  capacity  of  community  based  development 
corporations  and  housing  development  organizations,  and  to  assist  such  entities  to  carry  out 
community  development  and  affordable  housing  activities.   This  program  is  proposed  to  be  funded 
at  $20  million  in  1995,  the  same  as  the  1994  funding  level. 

Assistance  under  this  section  may  be  used  fori   (1)  training,  education,  support,  and  advise 
to  enhance  the  technical  and  administrative  capabilities  of  community  development  corporations 
and  community  housing  development  organizations;  (2)  loans,  grants,  or  predevelopment  assistance 
to  community  development  corporations  and  community  housing  development  organizations  to  carry 
out  community  development  and  affordable  housing  activities  that  benefit  low-income  families;  and 
(3)  such  other  activities  as  may  be  determined  by  the  Rational  Community  Development  Initiative 
in  consultation  with  the  Secretary. 
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STATUS  OP  FDHPS 

1.  Authorization.   Authorizing  legislation  will  be  proposed  for  these  new  programs. 

2.  Balances  Available 

a.   Dnobligated  Balances.   The  following  table  compares  the  program  obligations  with 
funds  available  by  year. 


ESTIMATE 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


Unobligated  balance,  start  of  year 

Appropriation 

Transfer  from  UDAG 

Total  Available 

Obligations 

Dnobligated  balance,  end  of  year.. 


(Dollars  in  Thousands) 
$20,000 


20,000 
-20.000 


$700,000 
100.000 
800,000 

-800.000 


b.   Obligated  Balances.   The  status  of  obligated  balances  is  as  follows. 


ESTIMATE 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 


Obligated  balance,  start  of  year. 

Obligations  incurred 

Subtotal 

Outlays 

Obligated  balance,  end  of  year... 


$20,000 
20,000 
-4.000 
16,000 


$16,000 

800.000 
816,000 
-33.785 
782,215 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
COMMUNITY  PLANNING  AMD  DEVELOPMENT 
COLONIAS  ASSISTANCE  PROGRAM 
PROGRAM  HIGHLIGHTS 


Program  Level i 
Obligations. . 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

(Dollars 

1994 

1995 

1995  vs  1994 

in  Thousands) 

HA 

NA 

HA 

HA 

$100,000 

+$100,000 

NA 

NA 

NA 

HA 

100,000 

+100,000 

NA 

NA 

NA 

HA 

4,000 

+4,000 

Appropriations i 

Enacted  or  proposed 

Budget  Outlays 

SUMMARY  OP  BUDGET  ESTIMATBS 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  an  appropriation  of  $100  Billion  in  1995  for  a  new  program  to 
address  the  severe  infrastructure  and  housing  needs  of  colonies  residents.   These  funds  will  be 
used  to  develop  viable  communities  by  addressing  needs  in  a  comprehensive,  coordinated  manner. 
Authorizing  legislation  will  be  required. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  did  not  propose  a  direct  appropriation  to  assist  the 
colonies  in  1993. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  did  not  propose  a  direct  appropriation  to  assist  the  colonias. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  increases  over  1994  reflect  the  initial  appropriation  request  for  this  new  program. 

PROGRAM  DESCRIPTION 

1.  Purpose.  Colonias  are  unplanned,  predominantly  unincorporated  rural  settlements  located 
along  the  2,000  mile  United  States-Mexico  border.  These  settlements  are  severely  distressed  with 
inhabitants  living  in  extreme  poverty.  Due  to  a  lack  of  affordable  housing,  colonias  came  into 
existence  as  a  result  of  developers  selling  unimproved  lots  under  high-interest  bearing  contracts 
for  deed.  Buyers  generally  constructed  whatever  limited  dwellings  or  shelters  they  could  afford. 
As  a  result,  most  colonias  have  inadequate  roads  and  drainage,  inadequate  or  non-existent  water 
and/or  sewer  facilities,  and  grossly  sub-standard  housing. 

In  Texas,  the  extensive  use  of  sales  contracts,  which  allow  the  developer  to  retain  title 
until  the  debt  is  fully  paid,  has  prevented  occupants  from  obtaining  mortgage-secured  home 
improvement  financing.    Residents  are  overwhelmingly  very  low- income  Mexican-Americans  with 
limited  ability  to  pay  off  these  contracts  or  make  home  improvements  without  assistance. 

The  extent  of  needs  in  colonias  is  massive.   The  State  of  Texas  has  identified  some 
1,200  communities  occupied  by  an  estimated  300,000  people.   Smaller  numbers  of  colonias  exist  in 
Arizona,  California  and  New  Mexico.   Some  estimates  place  the  population  of  colonias  as  high  as 
500,000.   Current  resources  are  woefully  inadequate  to  even  minimally  provide  for,  and  address 
the  infrastructure  and  housing  needs  of,  the  burgeoning  population.   For  example,  the  State  of 
Texas  estimates  that  it  will  cost  nearly  $700  million  just  for  water  and  sewer  service  for 
colonies  residents. 
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Several  States  have  taken  steps  to  coordinate  and  maximize  the  use  of  existing  resources 
through  working  groups  of  State,  Federal  and  local  government  officials.   The  Colonise  Assistance 
Program  would  build  on,  and  support,  existing  coordination  efforts  while  striving  to  address  the 
most  pressing  needs  of  residents.   It  would  also  encourage  and  support  regional  consortiums 
desiring  to  provide  a  comprehensive  approach  to  address  the  needs  of  colonias  residents  on  a 
Statewide  or  regionwide  basis. 

2.  Eligible  Applicants.   Eligible  applicants  would  be  States,  units  of  local  government  or 
non-profit  organizations  serving  colonias.   Applicants  could  propose  to  work  in  one  colonia  or  in 
multiple  colonias  in  a  county  or  region. 

3.  Allocation  of  Funds.   Of  the  $100  million  total  request,  S80  million  would  be  used  to 
provide  substantial  assistance  on  a  model  basis  to  a  number  of  units  of  local  government 
containing  colonias.   At  least  one  project  would  be  chosen  in  each  of  the  four  border  States,  and 
at  least  one  project  would  be  chosen  in  a  metropolitan  area.   Projects  would  be  selected  by  the 
Secretary  in  response  to  a  variety  of  solution  models  applied  to  a  variety  of  needs  situations. 

In  selecting  projects  for  funding,  the  Secretary  would  consider  the  extent  of  needs  in 
the  colonia(s),  the  comprehensiveness  of  approach  in  addressing  identified  needs,  and  the 
commitment  of  funding  from  other  sources.   Special  consideration  would  be  given  to  colonias  in 
designated  Empowerment  Zones  or  Enterprise  Communities.   Selection  of  projects  would  occur  after 
negotiation  with  local  governments  and  consultation  with  the  affected  States. 

The  other  $20  million  would  be  distributed  on  a  competitive  basis  in  response  to  a 
request  for  proposals.   A  Notice  of  Funding  Availability  would  be  published  announcing  funding. 
Eligible  applicants  would  be  States,  units  of  local  government  or  non-profit  organizations 
serving  colonias. 

To  ensure  that  colonias  in  all  States  have  access  to  funds,  a  portion  of  the  $20  million 
would  be  earmarked  through  benchmark  allocations  to  the  four  States,  based  on  objective  need 
factors  such  as  poverty  and  population  in  eligible  border-area  counties.   The  Secretary  would 
reserve  the  right  to  reallocate  funds  if  there  are  insufficient  viable  proposals  to  fully  use  a 
State's  benchmark  allocation.   The  remainder  of  the  $20  million,  plus  any  portion  of  the 
benchmark  allocations  not  awarded  in  a  State,  would  be  used  to  fund  quality  proposals  regardless 
of  their  location. 

Selection  criteria  would  be  established  by  the  Secretary,  and  would  includei   the  extent 
of  needs  in  the  colonia(a);  the  comprehensiveness  of  approach  in  addressing  identified  needs;  the 
extent  of  local  commitment  to  addressing  colonias  needs;  and  the  commitment  of  funding  from  other 
sources.   Special  consideration  would  be  given  to  colonias  in  designated  Empowerment  Zones  or 
Enterprise  Communities;  to  projects  which  represent  a  regional  approach  to  problem-solving;  and, 
to  proposals  which  demonstrate  consistency  with  State  action  plans  for  colonias  regions.   A 
partial  match  of  Colonias  Assistance  Program  funds  would  be  required  from  other  Federal,  State, 
local  or  private  sources. 

4.  Eligible  Activities.   The  Colonias  Assistance  Program  is  designed  to  provide 
comprehensive  assistance  which  will  bring  about  significant,  permanent  solutions  to  needs  in 
funded  communities.   All  funded  activities  would  directly  benefit  lower-income  residents  of 
colonias.   Eligible  activities  includei 

•  Activities  currently  eligible  for  assistance  under  the  Community  Development  Block 
Grant  program; 

•  Refinancing  existing  homeowner  debt  to  convert  contracts-for-deed  into  mortgages; 

e  Hew  housing  construction.  Including  self-help,  energy-  efficient  and  innovative 
housing  design  initiatives; 

•  Hew  subdivision  development  for  affordable  housing; 

•  Re— platting  and  redevelopment  of  existing  subdivisions;  and 

e  Infrastructure  planning  and  construction  necessary  for  the  development  of  needed 

housing,  water  and  sewer  construction,  economic  development,  and  community  facilities 
and  amenities. 
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Certain  activities,  aucb  as  the  construction  of  buildings  for  the  conduct  of  government, 
would  not  be  eligible  for  funding  under  the  program. 

CDBG  PROGRAM  AS  SI  STAB  CE 

Presently,  there  is  a  very  limited  amount  of  assistance  available  to  the  colonias  under  the 
CDBG  program.   The  Cranston-Gonzalez  national  Affordable  Bousing  Act  mandated  a  set-aside  of  up 
to  10  percent  of  State  CDBG  program  allocations  to  Arizona,  California,  Mew  Mexico  and  Texas  for 
use  in  colonias  areas.  For  fiscal  year  1994,  the  sum  of  these  set-asides  for  the  four  States  is 
about  $12  million)  Texas  accounts  for  two-thirds  of  this  amount. 

Due  to  limited  State  CDBG  colonias  set-aside  funds,  the  four  border  States  give  priority  to 
applications  related  to  planning  and  infrastructure  activities  with  special  consideration  to 
those  that  propose  first-time  water  and  sewer  service.  The  funding  of  other  critical  areas 
necessary  to  the  health  and  well-being  of  these  i  i— unities  has  been  woefully  negligenti 
construction  of  roads,  housing,  health  care,  education  and  training,  employment,  human  services. 

The  present  State  set-aside  expires  after  fiscal  year  1994.   The  Colonias  Assistance  Program 
would  continue  efforts  to  assist  these  States  with  colonias.   However,  neither  the  CDBG  colonias 
set-aside  nor  this  infusion  of  Colonias  Assistance  Program  funds  alone  will  be  able  to  meet  all 
the  identified  needs  of  colonias.   Therefore,  the  Department  is  proposing  that  the  set-aside 
mandate  be  extended  for  three  additional  years.  The  Secretary  would  continue  to  determine  the 
appropriate  percentage  after  consultation  with  representatives  of  the  interests  of  colonias. 

STATUS  OP  FUNDS 

1.  Authorization.   Authorizing  legislation  will  be  proposed  for  this  program. 

2.  Balances  Available 

a.  Unobligated  Balances.  The  following  table  compares  the  program  obligations  with 
funds  available  by  year. 


ESTIMATE       ESTIMATE 
1994  1995 

(Dollars  in  Thousands) 


unobligated  balance,  start  of  year 

Appropriation 

Total  Available 

Obligations 

Unobligated  balance,  end  of  year.. 


9100.000 

100,000 
-100,000 


b.  Obligated  Balances.  The  status  of  obligated  balances  is  as  follows. 

ROM 

1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 


Obligated  balance,  start  of  year. 

Obligations  incurred 

Subtotal 

Out 1 ays 

Obligated  balance,  end  of  year... 


...  9100.000 
100,000 
-4.000 

96,000 
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COMMUNITY  PLANNING  AND  DEVELOPMENT 

HOME  INVESTMENT  PARTNERSHIPS  PROGRAM* 

•HOTI i   The  proposed  Appropriation*  Language  under  thia  heading  in  the  1995  Budget  alao 
includea  $100  million  for  a  separate  'National  Homeowner  ship  Truat*  initiative,  which  ia 
described  separately  in  Part  1  of  the  Juatif icationa. 

PROGRAM  HIGHLIGHTS 


Program  Level  I 

Obligations 

Budget  Authorltvi 
Enacted  or  proposed 
Disaster  Assistance 
( Supplenentala ) i 
P.L.  102-368. 
P.L.  103-50.. 
P.L.  103-75.. 
P.L.  103-211. 
Total,  BA... 


Budget  Outlays. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

(Dollars 

1994   a/ 

1995    a/ 

1995  vs  1994 

in  Thousands ) 

$1,153,077 

$1,600,000 

NA 

$1,576,364 

$1,029,000 

-$547,364 

1,000,000 

$1,600,000 

SI 

,275,000 

1,275,000 

1,000,000 

-275,000 

60,000 

122,500 

50,000 

1 

75,000 
,350,000 

75.000 

1,350,000 

-75,000 

1,232,500 

1,600,000 

1,000,000 

-350,000 

211,768 

855,602 

HA 

877,602 

1,210,280 

+332,678 

a/   The  estimates  for  1994  and  1995  Include  activity  reaulting  from  the  $75  million  supplemental 

appropriation  for  diaaater  assistance  enacted  in  the  Emergency  Supplemental  Appropriations 

Act  of  1994  (P.L.  103-211).   Thia  supplemental  appropriation  was  not  Included  in  the  1995 
Budget  totals. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  Budget  proposes  an  appropriation  of  $1  billion  for  the  HOME  Investment  Partnerships 
program  in  199S.   Additional  authorizing  legislation  is  required  to  support  this  appropriation 
request. 

2.  CHANGES  rROM  1993  BUDGET  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  that  the  full  amount  available  in  1993  would  be  obligated  in 
that  year.   Actual  obligations  ($1,153  million)  were  88  percent  of  the  funds  available  for 
obligation  ($1,306  million).   The  primary  reason  for  the  unobligated  balance  is  that  the 
$122. 5  million  in  HOME  disaster  relief  funds  appropriated  in  the  Supplemental  Appropriations  Act 
of  1993  (P.L.  103-50),  for  recovery  from  Hurricanes  Andrew  and  Iniki  and  Typhoon  Omar,  were  not 
obligated  in  fiscal  year  1993.   The  Department  is  obligating  these  funds  after  the  affected 
grantees  commit  50  percent,  or  more,  of  their  first  HOME  disaster  relief  grants  which  were 
awarded  in  December  1992.   All  of  the  $122.5  million  is  expected  to  be  obligated  in  fiscal  year 
1994. 


Actual  budget  outlays  ($212  million)  were  less  than  the  estimate  ($277  million)) 
however,  the  $212  million  did  represent  a  significant  increase  from  less  than  $3  million  in 
fiscal  year  1992.   The  increased  outlays  in  1993  were  reflective  of  efforts  to  accelerate  the 
expenditures  of  HOME  funds.   These  efforts  included i 

—  simplifying  the  program  through  regulatory  changes  and  streamlined  administrative 
procedures ; 

—  increasing  understanding  by  elected  officiala  and  program  administrators  of 
flexibilities  the  program  already  offers; 

—  targeting  of  technical  assistance  to  jurisdictions  with  the  largest  HOME 
allocations;  and 

—  streamlining  conflicting  requirements  in  the  CDBG  and  HOME  programs  to  make  them 
easier  to  use  at  the  State  and  local  level. 
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3.   CHANGES  FROM  1994  BOPGET  ESTIMATES 

The  decrease  in  obligations  estimated  in  1994  reflects  the  reduction  in  the  actual  1994 
appropriations  from  the  1994  Budget  request,  offset  partially  by  the  obligation  in  1994  of  the 
$153.4  million  unobligated  balance,  including  $30.9  Billion  from  the  1993  regular  appropriation 
and  the  $122.5  million  hurricane  disaster  assistance  supplemental  appropriation  (P.L.  103-50). 
The  obligation  of  the  1994  supplemental  appropriation  of  $75  million  available  for  the  California 
earthquake  also  offsets  the  decrease.   The  increase  in  outlays  estimated  for  1994  reflects  the 
continuing  efforts  to  accelerate  outlays. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  1995  Budget  proposes  an  appropriation  of  $1  billion,  a  decrease  of  $275  million  from  the 
regular  1994  appropriation.   The  funding  reduction  for  this  program  proposed  for  1995  reflects 
the  hard  choices  the  Administration  faces  within  a  framework  of  new  priorities  and  limited 
budgetary  resources.   The  reduction  in  obligations  are  the  result  of  the  reduced  appropriation 
request  and  the  carryover  of  unobligated  funds  (primarily  funds  for  disaster  assistance)  from 
1993  to  1994.   Outlays  are  projected  to  increase  in  1995  over  1994  as  additional  prior  year 
obligations  are  drawn  down  by  participating  jurisdictions  and  because  of  the  anticipated 
acceleration  in  the  rate  of  disbursement. 

PROGRAM  DESCRIPTION 

1.  Program  Purpose.   The  HOME  Investment  Partnerships  program  is  authorized  under  Title  II 
of  the  Cranston-Gonzalez  National  Affordable  Bousing  Act,  as  amended.   The  program's  purposes 

include i 

increasing  the  supply  and  af fordability  of  housing  for  low-  and  very  low-income 
families  through  rental  assistance  and  assistance  to  first-tine  boaebuyers,  and 
through  rehabilitation,  acquisition  and  new  construction  of  housing; 

—  building  State  and  local  capacity  to  carry  out  affordable  housing  programs  and  to 
leverage  Federal  funds  with  State  and  local  contributions;  and 

—  expanding  the  capacity  of  nonprofit  i  i— mil  1 1  housing  development  organizations  to 
develop  and  manage  housing. 

2.  Eligible  Recipients.   Eligible  recipients  include  States,  metropolitan  cities  and  urban 
counties,  Indian  Tribes,  and  Insular  Areas.   Under  certain  circumstances,  a  consortium  of 
geographically  contiguous  units  of  general  i~*»i  government  may  also  be  eligible  for  funding.   In 
order  to  apply  for  BOMB  funds,  State  and  local  governments  mast  develop  a  ■Comprehensive  Bousing 
Af fordability  Strategy*  covering  assisted  housing  activities.   The  strategy  must  be  approved  by 
the  Department  before  HOME  funds  can  be  received.   Indian  tribes  and  insular  areas  are  not 
required  to  submit  a  housing  strategy  to  apply  for  HOKE  funding. 

3.  Allocation  of  Funds.   A  $1  billion  appropriation  for  1995  would  be  allocated  to 
participating  jurisdictions  on  a  formula  basis— CO  percent  to  participating  local  governments  and 
40  percent  to  States — after  reserving  1  percent  ($10  million)  for  Indian  tribes,  0.2  percent 

($2  million)  for  the  Insular  Areas,  and  $47  '"H""  for  technical  assistance. 

To  participate  initially  in  the  BOMB  program  (baaed  on  on  appropriation  of  $1  billion), 
a  local  jurisdiction  would  need  to  qualify  for  a  -«■»<—  grant  of  $500,000  to  receive  direct 
formula  assistance.   Cities,  counties  and  consortia  entitled  to  at  least  $335,000,  may  still 
qualify  if  they  have  previously  been  designated  as  a  participating  jurisdiction.   If  they  are  not 
yet  participating  jurisdictions,  local  jurisdictions  would  be  eligible  to  receive  a  formula 
allocation  if  they  have  a  formula  amount  of  at  least  $335,000  and  provide  the  difference  below 
$500,000  from  State  or  local  funds,  or  if  the  State  agrees  to  transfer  BOMB  funds  from  its  own 
allocation.  The  minimum  State  allocation  would  iiiiiln  at  $3  million  for  1995. 

A  provision  in  the  proposed  Bousing  and  Community  Development  Act  of  1993,  if  enacted, 
would  revise  the  thresholds  so  that  a  mflmlmmT*  allocation  of  $500,000  would  be  required  for 
participation  by  a  new  local  jurisdiction.  Participating  Jurisdictions  participating  in  the  BOMB 
program,  at  the  time  of  enactment,  would  rertini*  to  receive  a  formula  allocation  even  if  it  is 
less  than  the  new  minim—. 


\ 
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The  following  table  shows  the  actual  1993  and  1994,  and  proposed  1995  allocations  for 
the  HOME  program  i 


(Dollars  in  Thousands) 
HOME  I 

Local  Governments $592,800  $727,620  SS64,600 

States 395,200  485,060  376,400 

Indian  Tribes 10,000  12,750  10,000 

Insular  Areas 2,000  2,550  2,000 

Technical  Assistance ...  47,000  47,000 

Disaster  Funding 232,500  75,000  a/   s_lml_ 

Total 1,232,500  1,350,000  1,000,000 

a/   Transfer  from  CDBG  pursuant  to  P.L.  103-211. 

4.  Eligible  Activities.   Funds  can  be  used  for  tenant-based  rental  assistance,  assistance 
to  first-time  home  buyers,  acquisition,  and  rehabilitation  of  affordable  rental  and  ownership 
housing,  as  well  as  for  construction  of  housing.   Participating  Jurisdictions  may  choose  to  use 
some  portion  of  their  HOME  funds  to  carry  out  the  types  of  activities  formerly  funded  under  HUD's 
Rental  Rehabilitation  Grants,  Rehabilitation  Loans,  Urban  Homesteading  and  Nehemiah  programs, 
subject  to  the  requirements  of  the  HOME  program.   The  National  Affordable  Housing  Act 

(P.L.  101-625)  repealed  those  programs,  effective  October  1,  1991. 

By  statute,  funds  may  not  be  used  tot   provide  tenant-based  rental  assistance  for  the 
special  purposes  of  the  existing  Section  8  program,  provide  non-federal  matching  requirements  for 
other  programs,  finance  public  housing  operating  subsidies  or  modernization,  or  provide 
assistance  for  preservation  of  federally  subsidized  housing  under  1987  or  1990  preservation  laws. 
The  Indian  set-aside  has  similar  restrictions.   The  Bousing  and  Community  Development  Act  of  1992 
(P.L.  102-550)  revised  the  statute  to  permit  the  eligibility  of  administrative  costs  for 
Participating  Jurisdictions  and  Community  Housing  Development  Organizations  (CHDOs). 

5.  Income  Targeting.   At  least  90  percent  of  HOKE  funds  used  for  rental  housing  and  tenant- 
based  rental  assistance  must  assist  families  or  go  to  units  occupied  by  families  with  incomes  no 
higher  than  60  percent  of  area  median  and  the  remainder  must  go  to  units  occupied  by  families  at 
or  below  80  percent  of  area  median.   At  least  20  percent  of  the  assisted  units  in  each  project 
must  be  occupied  by  families  with  incomes  no  higher  than  50  percent  of  the  area  median.   All 
funds  for  homeownership  assistance  must  go  to  units  occupied  by  families  at  or  below  80  percent 
of  area  median.   Income  limits  are  adjusted  for  family  size. 

6.  Matching  Requirements.   Effective  with  the  1993  appropriation,  Participating 
Jurisdictions  must  provide  matching  contributions  of  at  least  25  percent  of  HOME  funds  spent  for 
tenant-based  rental  assistance,  rehabilitation  (including  substantial  rehabilitation),  and 
acquisition;  and  30  percent  of  funds  used  for  new  construction. 

The  BCD  Act  of  1992  provides  that  the  matching  requirement  shall  be  reduced  by 
50  percent  for  jurisdictions  that  are  in  fiscal  distress  and  by  100  percent  for  jurisdictions 
that  are  in  severe  fiscal  distress.   The  Secretary  may  also  reduce  the  matching  requirement  for 
jurisdictions  which  are  Presidentially  declared  disaster  areas. 

7.  Program  Administration.   The  Department  is  committed  to  improving  the  administration  of 
the  HOME  program  so  that  it  more  closely  conforms  with  congressional  intent  to  increase  the 
supply  of  housing  for  low-income  persons.   Local  officials  and  housing  providers  previously 
expressed  growing  frustration  with  the  complexity  of  the  program.   This  was  evidenced  by  the  slow 
expenditure  rate  experienced  by  the  program  in  its  first  year  of  operation.   To  remedy  this 
problem,  the  Department  took  several  administrative  and  regulatory  steps  to  reduce  confusion, 
simplify  program  requirements,  and  to  expedite  the  expenditure  of  funds. 

Commitments  of  funds  and  disbursements  have  been  rapidly  increasing.   As  of  January  31, 
1994,  according  to  the  HOME  Program  Cash  and  Management  Information  System,  392  (of  450) 
participating  jurisdictions  had  committed  $780.8  million  in  HOME  funds  to  20,519  projects  having 
45,277  housing  units  and  had  provided  tenant-based  rental  assistance  to  4,737  families.   Of  the 
projects/units  to  which  funds  had  been  committed,  9,934  of  the  projects  having  13,291  units  had 
been  completed  and  $352.5  million  had  been  disbursed. 

1-3 
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8.  Reallocation  of  Funds.   The  BOMB  statute  provides  that  HOKE  funds  will  be  available  to 
participating  jurisdictions  for  affordable  housing  projects  for  24  months.   Thus,  the  Department 
must  deobligate  HOME  funds  that  have  been  available  to  participating  jurisdictions  for  24  months 
and  that  are  not  committed  to  affordable  housing  and/or  any  funds  that  are  required  to  be 
reserved  (IS  percent  of  a  participating  jurisdiction's  allocation)  that  are  not  reserved  for 
community  housing  development  organizations  at  the  end  of  the  last  day  of  the  month  following  the 
24-month  period. 

The  Department  estimates  that,  during  fiscal  year  1994,  a  total  of  $73  million 
(5  percent  of  the  fiscal  year  1992  funds  obligated  to  participating  jurisdictions)  will  be 
deobligated  and  reallocated  by  formula  and/or  by  competitive  reallocation.   By  statute,  funds 
deobligated  because  a  participating  jurisdiction  had  not  reserved  or  committed  at  least 
IS  percent  of  its  allocation  for  housing  owned,  sponsored  or  developed  by  community  housing 
development  organizations  will  be  reallocated  by  competition  to  other  participating  jurisdictions 
for  housing  to  be  owned,  sponsored,  or  developed  by  community  housing  development  organizations. 
Other  funds  deobligated  will  be  reallocated  by  formula.   If  the  deobligated  funds  are  from  a 
State's  allocation,  they  will  be  reallocated  to  States.   If  they  are  from  a  local  participating 
jurisdiction's  allocation,  they  will  be  reallocated  to  local  participating  jurisdictions.   For 
fiscal  year  1995,  the  Department  estimates  that  $29  million  will  be  deobligated  (about  3  percent 
of  fiscal  year  1993  HOME  funds). 

It  is  anticipated  that  the  first  formula  reallocations  will  occur  at  the  time  the  fiscal 
year  1995  funds  are  allocated. 

9.  Expected  Accomplishments.   The  requested  appropriation  of  $1  billion  in  1994  is  expected 
to  provide  rental  assistance  to  some  13,300  families.   Additionally,  an  estimated  33,500  units 
are  projected  to  be  acquired,  rehabilitated  or  constructed  with  the  1995  funding.   Of  those 
units,  it  is  projected  that  approximately  73  percent  will  involve  rehabilitation,  about 

20  percent  will  be  new  construction  units,  and  7  percent  will  involve  acquisition  of  standard 
units. 

10.  Disaster  Assistance.   There  have  been  two  appropriations  of  BOMB  funds  for  disaster 
relief  for  southern  Florida,  Louisiana,  Hawaii  and  Guam  for  recovery  from  damages  caused  by 
Hurricanes  Andrew  and  Inixi  and  Typhoon  Omar,  and  for  other  Presidentially  declared  disasters. 
The  Dire  Emergency  Supplemental  Appropriations  Act  of  1992  (Public  Law  102-368)  appropriated 
$60  million  which  was  awarded  in  December  1992  to  ten  jurisdictions.   As  of  January  31,  1994,  a 
total  of  $32.8  million  of  the  $60  million  had  been  committed  by  the  jurisdictions  to  specific 
projects,  and  a  total  of  $2.7  million  had  been  disbursed  or  drawn  down  for  specific  costs.   The 
Supplemental  Appropriations  Act  of  1993  (Public  Law  103-50)  made  available  an  additional 
$122.5  million  (from  transfers  of  amounts  previously  appropriated  to  other  HUD  accounts)  for  the 
same  areas  that  were  covered  by  Public  Law  102-368.   Of  the  $122.5  million,  $37.8  million  had 
been  awarded  or  obligated  as  of  January  31,  1994.   The  Department  is  awarding  this  second  round 
of  funding  after  the  jurisdictions  have  committed  at  least  50  percent  of  the  BOMB  disaster  relief 
funds  they  received  in  December  1992. 

The  Emergency  Supplemental  Appropriations  for  Relief  From  the  Major,  Widespread  Flooding 
in  the  Midwest  Act  of  1993  (P.L.  103-75)  appropriated  $50  million  for  use  in  areas  affected  by 
the  Midwest  floods  of  1993.  The  $50  million  was  awarded  to  15  jurisdictions  based  on  damage 
assessments  in  August  1993.  As  of  January  31,  1994,  jurisdictions  had  committed  $526  thousand  to 
specific  projects  and  had  drawn  down  $549  thousand  to  pay  for  project  and  administrative  costs. 

The  Emergency  Supplemental  Appropriations  Act  of  1994  (P.L.  103-211)  provides  for  up  to 
$75  million  in  BOMB  funds  for  expenses  resulting  from  the  January  1994  earthquake  in  Southern 
California  or  the  Midwest  Floods  of  1993.   These  fund*  will  be  awarded  for  earthquake  relief  as 
soon  as  damage  data  are  available  to  determine  the  allocations. 

SEHATE    REPORT   OH    THE    1994    APPROPRIATIONS   ACT 

The  Senate  Report  on  the  1994  Appropriations  Act  (S.  Rept.  103-137)  raised  the  issue  of 
whether  additional  appropriations  will  be  required  for  the  continued  affordability  of  BOMB  rental 
units  at  the  end  of  the  appropriate  affordability  periods.   In  the  Department's  view,  there  is  no 
contingent  liability  requiring  additional  appropriations.   The  BOMB  Program,  like  the  Community 
Development  Block  Grant  Program,  is  a  formula-driven  grant  to  States  and  local  jurisdictions 
providing  broad,  local  latitude  to  fund  a  variety  of  eligible  activities.   States  and  local 
governments  can  choose  to  use  either  CDBG  or  BOMB  funds  to  create  affordable  rental  housing  for  a 
period  of  time  based  on  the  level  of  subsidy  Invested. 
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By  having  an  affordability  term  of  less  than  the  useful  life  of  the  SOKE  project, 
participating  jurisdictions  have  the  option  to  invest  again  in  their  project  by  providing  new 
capital  subsidies  in  return  for  additional  periods  of  affordability.   In  addition,  investments  of 
State  and  local  funds  in  capital  costs  or  operating  subsidies  for  existing  projects  may  also  be 
counted  toward  meeting  the  program's  matching  requirements. 

To  the  extent  that  re*  insurance  is  used  with  BOMB  funds,  the  periods  of  affordability  for 
the  project  extend  to  the  term  of  the  insured  mortgage.   This  provision  essentially  meets  any 
prospective  liability  on  FHA  insured  properties  generated  by  the  otherwise  shorter  affordability 
periods  required  in  92.252  of  the  Program  rule. 

The  participating  jurisdictions  have  the  options  oft   (1)  providing  further  capital 
subsidies  in  exchange  for  extending  the  affordability  periods  or  (2)  providing  tenant-based 
rental  assistance  to  qualified  tenants  to  remain  in  place  or  move  to  other  standard  units. 

Through  the  CDBG  Program  and  the  Rental  Rehabilitation  Grants  Program,  the  Department  has 
funded  State  and  local  governments  who  have  invested  in  rentsl  bousing  without  creating  a 
contingent  funding  liability.   The  Department  believes  that  the  HOKE  Program  should  be  viewed  in 
the  same  manner  as  these  programs. 

STAT08  OP  rPWDS 

1.  Authorization.   This  program  is  authorized  under  Title  II  of  the  Cranston-Gonzalez 
Rational  Affordable  Bousing  Act,  as  amended.   Authorization  is  needed  to  support  the 
appropriation  request  for  1995. 

2.  Balances  Available 

a.   Onobllaated  Balances.   The  following  table  compares  the  program  obligations  with 
funds  available  by  year. 


Unobligated  balance,  start  of  year. 

Appropriations 

Recovery  of  Prior  Tear  Obligations. 

Total  Available 

Obligations 

Unobligated  balance,  end  of  year... 


Obligated  balance,  start  of  year. 

Obligations  incurred 

Subtotal 

Outlays 

Adjustment  in  unexpired  accounts. 
Obligated  balance,  end  of  year. . . 


ACTOAL         ESTIMATE         ESTIMATE 

1993           1994           1995 

< Dollars  in  Thousands) 

$73,941 
1,232,500 

$153,364 

1,350,000 

73,000 

1,574,364 

-1.576.364 

$1,000,000 
29.000 

1,304,441 

-1.153.077 

153,364 

1,029,000 
-1.029,000 

id  balancea 

is 

as  follows  i 

ACTOAL 
1993 

oi: 

ESTIMATE 
1994 

ESTIMATE 
1995 

<« 

Lars  in  Thousands) 

$1,423,324 
1,153,077 
2,574,401 
-211,788 

$2,364,613 
1,576.364 
3,940,977 
-877,602 
-73,000 
2,990,375 

$2,990,375 

1.029,000 

4,019,375 

-1,210,280 

-29,000 

2,344,413 

2,780,095 
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DISTRIBUTION   OF   TOHPS    BY    STAT2 


The  following  table  shows  HOME  Inveitment  Partnership  Program  allocations  of  the  1993,  1994, 
and  1995  appropriations  by  State.   The  1995  amounts  represent  preliminary  estimates  which  are 
subject  to  change. 


STATE  AMD  TERRITORY 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

■ebraaka 

Nevada 

New  Hampshire 

Hew  Jersey 

■ew  Mexico 

Hev  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

Nest  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Subtotal 

Undistributed! 

Indian  Tribes 

Insular  Areas 

Technical  Assistance 

Subtotal 

Disaster  Assistance  Supplemental!. 
TOTAL 


ACTUAL 
1993 


$15,628 

3,567 

10,053 

8,616 

123,421 

9,932 

11,974 

4,352 

4,745 

39,195 

22,734 

6,186 

3,353 

51,028 

16,030 

7,734 

6,653 

14,463 

19,218 

3,918 

16,282 

27,811 

31,689 

11,432 

10,372 

16,378 

3,335 

4,905 

5,222 

3,499 

34,936 

4,705 

129,931 

20,692 

3,335 

40,183 

10,051 

9,919 

45,308 

4,868 

11,069 

3,335 

17,624 

55,192 

5,729 

3,335 

18,758 

14,981 

7,191 

14,378 

3,335 

15.418 

988,000 


10,000 
2,000 

12,000 

232.500 

1,232,500 


ACTUAL 

ISTIMATJ 

1994 

1995 

its  in  Thousands) 

$17,844 

$13,206 

3,836 

3,675 

15,111 

11,953 

10,202 

7,210 

160,535 

127,509 

13,524 

10,201 

12,894 

9,686 

4,377 

4,114 

4,768 

3,588 

50,529 

39,658 

26,911 

20,253 

7,271 

6,476 

3,736 

3,395 

57,644 

44,991 

21,429 

15,986 

11,775 

8,551 

9,397 

6,979 

18,556 

13,336 

23,850 

17,873 

4,630 

3,411 

18,448 

14,480 

31,799 

24,705 

44,394 

33,331 

15,460 

11,961 

12,076 

8,753 

21,705 

16,326 

3,596 

3,500 

6,386 

5,066 

6,611 

5,962 

3,514 

3,419 

32,326 

25,411 

6,523 

4,781 

133,528 

105,750 

25,046 

18,337 

3,367 

3,500 

55,113 

41,862 

13,361 

9,731 

13,330 

10,217 

55,007 

42,308 

5,596 

4,762 

12,901 

9,331 

3,431 

3,500 

21,370 

15,717 

78,985 

60,730 

7,016 

5,907 

3,500 

3,500 

23,161 

17,417 

21,727 

16,836 

9,019 

6,338 

21,907 

16,583 

3,500 

3,500 

20.178 

15.358 

1,212,700 

941,000 

12,750 

10,000 

2,550 

2,000 

47(000 

47.000 

62,300 

59,000 

75.000 

1,350,000 

1,000,000 
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ACTUAL 
1991 

BODQIT 

ESTIMATE 

1994 

BMACTBD 
(Dollars 

curreht 

kstinaxb  estimate 

1994       1995 
In  Thousands) 

INCREASE  ♦ 

DECREASE  - 

1995  v,  1994 

■A 

■A 

■A 

■ft 

$1,250,000 

♦11,250,000 

■A 

■A 

■A 

■ft 

1,250,000 

4-1,250,000 

■A 

■A 

■A 

■ft 

152,400 

4152,400 

department  op  housing  and  anu  development 

COWMUBITT  PLUOIIItC  AMD  DEVELOPMENT 
HOMELESS  ASSISTANCE  GRANTS 
PROGRAM  BIGHLIOHTS 


Program  Level i 
Obligations 

Enacted  or  proposed 

Budget  Outlays 

BMsMI  °r  —  iWHMVai 

1.   SUMMARY  OP  BUDGET  KEQUE8T 

The  Budgat  proposes  s  total  appropriation  of  91,250  Billion  (or  this  new  account  in 
1995.  This  raquast  lneludaa  $1,120  million  for  a  Homeless  Assistance  Grants  program  which  would 
ba  author isad  undar  a  proposad  amendment  to  Title  IV  of  the  Stewart  B.  McKinnay  Homeless 
Assistanca  Act  and  to  continue  tha  Innovative  Bn— lass  Inltlstlvas  Daaonatration  authorized  by 
Section  2  of  tha  BOD  Demonstration  Act  of  1993.   Tha  remaining  9130  million  is  for  tha  Emergency 
Pood  and  Shelter  progrsa  currently  administered  by  the  Pederal  Emergency  management  Agency 
(PBItt). 

2.  bbbm  nai  ate  warnm  ikwvk  a  1994  bowk 

The  1994  Budget  did  not  reflect  funding  for  this  account  for  1993. 

3.   CHAW318  PROM  1994  BUDGET  ESTIMATES 

Tha  1994  Budgat  did  not  propose  funding  for  s  consolidated  account  in  1994. 

EXPLANATION  OP  INCREASES  AMD  PE CREASES 

The  1994  Appropriations  Act  included  a  total  of  9S22.7  million  for  BUD'S  Title  TV  NcKinney 
Act  programs  (9722.7  million)  and  the  Innovative  Homeless  Initiatives  Demonstration 
(9100  million))  and  9130  million  for  PEMA's  Emergency  Pood  and  Shelter  program.  Combined  funding 
for  tha  BUD  and  PBHA  programs  in  1994  was  $952.7  million  as  compared  to  tha  1995  Budgat  request 
of  $1,250  million.   Tha  increased  funding  level  in  1995  reflects  tha  Administration's  commitment 
to  reducing  homelessnees. 

PBOQRAH  DESCRIPTIONS 

The  Homeless  Assistance  Grants  program  would  supersede  separata  funding  for  tha  following 
four  existing  programs  assisting  tha  homeless  undar  Title  rv  of  the  Mc Kinney  Aoti   Emergency 
Shelter  Grants,  Supportive  Bousing,  Shelter  Plus  Care,  and  Section  S  Moderate  Rehabilitation 
(880).   It  would  also  include  activities  eligible  under  the  currently  authorised  Safe  Bavena  and 
Rural  Bomelessness  Grant  programs  authorised  under  Title  IV.   The  new  appropriation  also  would 
continue  support  for  activities  eligible  under  the  Innovative  Homeless  Initiatives  Demonstration 
program  authorised  by  Section  2  of  the  BUD  Demonstration  Act  of  1993. 

In  addition,  legislation  is  proposed  to  transfer  the  Emergency  Pood  and  Shelter  program  to 
BUD  from  PBMA  in  1995.  Of  the  $1,250  million  total  request,  $130  million  is  proposad  to  fund 
this  Emergency  Pood  and  Shelter  program  in  1995.  The  Budget  proposes  to  transfer  the  program  to 
BUD  in  order  to  improve  coordination  of  the  delivery  of  resources  to  assist  the  homeless, 
consistent  with  BUD's  lead  responsibility  in  this  area. 
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Homeless  Assistance  Grants 

Homeless  Assistance  Grants  (including  Innovative  Homeless  Initiatives)  (SI. 120  million! 

The  Administration,  as  well  as  the  Congress  through  the  Speaker's  Special  Task  Force  on  the 
Homeless,  recognized  the  need  to  make  Federal  assistance  to  homeless  persons  more  effective  by 
reorganizing  existing  programs,  simplifying  their  administration,  and  securing  to  the  maxJMUm 
extent  practicable  that  each  community  has  a  systematic  approach  to  homelessness  rather  than  a 
piecemeal  approach.   The  proposed  Homeless  Assistance  Grants  program  is  a  step  in  that  direction 
as  it  reshapes  HUD's  McKlnney  programs  to  fashion  a  comprehensive  "continuum  of  care"  for  the 
homeless. 

The  Budget  proposes  to  reorganize  the  existing  array  of  HcKinney  homeless  assistance  grants 
primarily  for  the  purpose  of  enabling  communities  to  establish  comprehensive  systems  for  meeting 
the  multidimensional  needs  of  homeless  populations  through  a  continuum  of  care  approach.   The 
continuum  of  care  system  has  three  components i   outreach /emergency  shelter/assessment; 
transitional  housing  or  permanent  supportive  housing  and  services;  and  permanent  housing.  A 
community's  continuum  of  care  system  would  be  established  through  a  comprehensive  process  which 
includes  participation  by  local  officials,  nonprofit  providers,  homeless  and  formerly  homeless 
persons,  and  other  members  of  the  community.   Such  a  system  will  address  the  needs  of  homeless 
individuals  and  families,  mentally  ill  and  substance  abusers,  and  persons  with  AID8. 

The  Innovative  Homeless  Initiatives  program,  authorized  by  Section  2  of  the  HOB 
Demonstration  Act  of  1993,  provides  assistance  for  projects  intended  to  provide  a  continuum  of 
care  for  homeless  persons  and  for  innovative  programs  to  assist  homeless  persons.   Eligible 
recipients  include  States,  units  of  local  government,  Indian  Tribes  and  nonprofit  organizations. 
The  1994  Appropriations  Act  Included  $100  million  for  this  program. 

Emergency  Food  and  Shelter  Program  (S130  million) 

The  Emergency  Food  and  Shelter  program  is  authorized  by  Title  III  of  the  Stewart  B.  HcKinney 
Homeless  Assistance  Act,  as  amended.   The  program  is  designed  to  supplement  ongoing  efforts  to 
provide  shelter,  food  and  supporting  services  for  homeless  individuals)  strengthen  local  efforts 
to  create  innovative  programs;  and,  rehabilitate  existing  shelters  and  feeding  facilities  to  meet 
local  building  code  requirements. 

Currently,  the  Emergency  Food  and  Shelter  program  is  administered  by  the  Federal  Emergency 
Management  Agency  and  is  Implemented  through  a  National  Board  consisting  of  the  FEMA  Director  as 
chairperson  and  six  other  members  nominated  by  the  United  Way  of  America,  The  Salvation  Army,  The 
National  Council  of  Churches  of  Christ  in  the  O.S.A.,  Catholic  Charities  D.S.A.   The  Council  of 
Jewish  Federations,  Inc.,  and  The  American  Red  Cross.   Under  proposed  legislation,  The  Secretary 
of  HUD  would  replace  the  FEMA  Director  as  chairperson  of  the  Board  effective  in  fiscal  year  1995. 

The  responsible  Federal  agency  makes  a  grant  each  year,  for  the  full  amount  of  the 
appropriation,  directly  to  the  National  Board  which  then  distributes  the  funds  to  local 
governments  and  private  nonprofit  organizations  to  carry  out  food  and  shelter  programs  consistent 
with  the  objectives  of  the  program.   The  actual  selections  of  the  local  government  agencies  and 
nonprofit  organizations  participating  in  the  program  are  made  by  "local  boards"  designated  by  the 
National  Board.   These  local  boards  consist  of  members  from  local  entities  affiliated  with  the 
national  organizations  represented  on  the  National  Board,  with  the  exception  that  the  government 
member  is  head  of  a  local  government  (i.e.,  mayor)  and  not  from  the  Federal  government.   Each 
board  must  also  consult  with  or  provide  for  the  participation  of  homeless  or  former  homeless 
persons  in  making  policies  and  decisions  for  carrying  out  local  programs. 

status  of  roups 

1.   Authorization .   The  Homeless  Assistance  Grants  program  would  be  authorized  by  an 
amendment  to  Title  IV  of  the  Stewart  B.  HcKinney  Homeless  Assistance  Act.   Legislation  is  also 
required  to  continue  the  Innovative  Homeless  Initiatives  Demonstration  which  is  scheduled  to 
expire  at  the  end  of  fiscal  year  1994.  Additional  legislation  is  proposed  to  transfer  the 
Emergency  Food  and  Shelter  program  to  HUD  from  FEMA  in  1995. 
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P»*lftg««  ATftliWt 


a.      Unobligated  Balances. 
fund*    available  by   year. 


The  following  table 


the  program  obligations  with 


Unobligated  balance,    atart  of  year. 

Appropriation 

Total  Available 

Obligationa 

Unobligated   balance ,    and  of   year . . . 


ESTIMATE  ESTIMATE  ESTIMATE 

1993  1994  199S 

(Oollara  in  Tbouaanda) 


81.2S0.O00 

1,250,000 
-1. 250,000 


b.      Obligated  Balances.      The  atatua  of  obligated  balance!   la  aa   follow*. 


ESTIMATE 
1>» 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Oollara  in  Thousands) 


Obligated  balance,  atart  of  year. 

Obligationa  incurred 

Subtotal 

Out  1  ays 

Obligated  balance,  end  of  year... 


11. 250. 000 
1,250,000 
-1S?,«00 
1,097,600 
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DIPARTWJiT  OP   B0U8IK  AJTD   UBBAM   BSVIIOFMBR 
COMMDIITT   FLAWaC  ABD   DTVBXOFMBJR 
IBBOVATIV1    BOMIUSS    IBITLATTVBS    DIMOa- STRATI  OS    PROGRAM 
FROGRAH   HIGHLIGHTS 

BUDGET  CUMOBTT 

actual      bstimah      ntcm      bstima***      istimatj        dbckbasb  - 

1993      1994      1994       1994       1995      1995  va  1994 

(Dollars  in  Thousand*) 

?rogra»  Level i 

Grant  obligations EA   $200,000  a/        HA  $100,000        b/  U 

Budaat  Authority  (Appropriation  1 1 

Inacted  or  proposed HA    200,000a/   $100,000    100,000        fe/  BA 

Budget  Outlays MA      4,000  a/        MA     7,500   $18,500      +$11,000 

a/  Budget  Amendment. 

b/  Fiscal  rear  1995  funding  proposed  within  new  Homeless  Assistance  Grant*  account. 
summary  op  BupGrr  bstikatbs 

1.  SUMMARY  OP  BUDGET  BBQU1ST 

The  Budget  does  not  include  a  separata  request  for  the  Innovative  Boneless  Initiatives 
Demonstration  program  in  1995.   Instead,  the  Budget  proposes  to  continue  this  program  within  a 
consolidated  appropriation  request  of  $1,250  million  for  all  BUS  homeless  assistance.   This  new 
proposal  Is  described  separately  in  this  volume. 

2.  CBAmSBS  PW0H  1993  IBCLOD1D  IB  1994  BPPGBT 

This  program  was  not  funded  in  fiscal  year  1993. 

3.  CHABC1S   FROM   1994    BOPGsl  1STIKAT1S 

Funding  for  this  program  was  not  requested  in  the  original   1994  Budget.      However,    the 
Department  did  propose  subsequently  that  the  Budget  be  amended  to  provide  $200  million. 

HJLAEATIOB   OP   CTCBXASBS  AJtP   DBCMASBS 

The  decreases  in  obligation!  and  appropriation  reflect  the  elimination  of  a  separata 
appropriation  for  this  program  in  1995.  Outlays  are  projected  to  increase  in  1995  as  program 
recipients  draw  down  their  1994  grants. 

PROGRAM  PISCRIFTIOM 

The  Innovative  Homeless  Initiatives  Demonstration  program  ia  authorized  by  Section  2  of  the 
HUB  Demonatration  Act  of  1993.   The  progrsm  suthorizes  assistance  for  projects  intended  to 
provide  a  continuum  of  care  for  homeless  persons  and  for  innovative  programs  to  assist  homeless 
persons.   Eligible  recipients  include  States,  unite  of  local  government,  Indian  tribes  and 
nonprofit  organizationa. 

Over  1,000  applications  were  received  for  the  $25  million  competitive  'innovative  project* 
component  of  this  program.   The  grant  awards  for  this  competition  were  made  in  February  1994. 
The  other  $75  million  will  be  awarded  to  juriadictiona  designated  by  the  Secretary  to  receive 
'comprehensive  homeless  initiatives  funding.*   The  designations  and  awards  for  the  $75  million 
will  be  made  on  a  noncompetitive  basis. 
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Innovative  Homeless  Initiatives  Demonstration  Program 

STATUS  OP  POMPS 

Balances  Available 

.,*•  "pobligated  Balancea.   The  following  table  compares  program  obligations  with  funds 
available  by  yean 


Unobligated  balance,  start  of  year 

Appropriation 

Subtotal 

Obligationa 

Unobligated  balance,  end  of  year.. 


ACTUAL 
1993 

ESTIMATE 
1994 

ESTIMATE 
199S 

(Dollars  in  Thousands) 

$100,000 

100,000 

-100.000 

b-   Obligated  Balancea.   The  status  of  obligated  balances  is  as  follows i 


ACTUAL 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


Obligated  balance,  start  of  year.. 

Obligationa  incurred 

Subtotal 

Outlays 

Obligated  balance,  end  of  year.... 


(Dollars    in    Thousands) 


$100.000 
100,000 
-7.500 


92,500 


92,500 

-18.500 
74,000 
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DEPARTMENT  OF  BOOSING  ADD  URBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

SUPPORTIVE  BOUSING  PROGRAM 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT                IHCREASS  + 

ACTUAL   ESTIMATE  ENACTED   ESTIMATE    ESTIMATE     DECREASE  - 

1993      1994  1994      1994       1995      1995  vb  1994 
(Dollars  in  Thousands) 
Program  Level i 

Obligations $192,260  $329,968  NA   $484,333         ...     -$484,333 

Budget  Authority  (Appropriation)! 

Enacted  or  proposed 150,000  319,968  $334,000  334,000  ...  -334,000 

Transferred  from  SAPAH 443  _  _iti  ...  __sjj,  iii          ... 

Total 150,443  319,968  334,000  334,000  ...  -334,000 

Budget  Outlays 91,361   312,500        HA   107,200    $158,827       +51,627 

SUMMARY  OF  BUDGET  REQUEST 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  does  not  include  an  appropriation  request  for  the  Supportive  Bousing  Program 
in  1995.  Instead,  the  Budget  proposes  to  provide  all  BUD  funding  for  homeless  assistance  within 
a  new  Homeless  Assistance  Grants  program  which  is  described  separately  in  this  volume. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

Actual  1993  obligations  ($192.3  million)  were  $559.4  million  less  than  the  estimate 
($751.7  million)  primarily  because  the  proposed  $423  million  stimulus  supplemental  appropriation 
for  1993  was  not  enacted  by  Congress.   In  addition,  the  new  grant  awards  from  the  1993 
appropriation  were  not  made  until  fiscal  year  1994. 

As  a  result  of  the  reduced  obligation  level,  actual  outlays  ($91.4  million)  were  well 
below  the  $211.9  million  originally  projected. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  proposed  an  appropriation  of  $320  million  but  Congress  enacted  an 
appropriation  of  $334  million. 

The  1994  Budget  estimated  that  obligations  would  be  $330  million  whereas  obligations  are 
currently  estimated  to  be  $484.3  million  or  $154.3  million  more  than  the  Budget  estimate.   This 
mainly  represents  the  obligation  of  most  of  the  1993  appropriation  in  1994,  rather  than  in  1993. 

The  1994  Budget  estimated  outlays  at  $312.5  million  whereas  outlays  are  currently 
estimated  at  $107.2  million — a  decrease  of  $205.3  million.   This  is  the  net  result  of  the- fact 
that  the  $423  million  stimulus  supplemental  appropriation  was  not  enacted  and  the  timing  of  1993 
grant  announcements  (and  obligations)  noted  above. 

EXPLANATIONS  OF  INCREASES  AND  DECREASES 

The  decreases  in  obligations  and  appropriation  reflect  the  proposed  replacement  of  this 
program  in  1995  by  the  new  Homeless  Assistance  Grants  program.   Outlays  are  projected  to  increase 
in  1995  as  the  cumulative  amount  of  obligated  balances  increases. 

PROGRAM  DESCRIPTION 

1.   Purpose.   Originally  authorized  as  the  Transitional  Housing  Demonstration  Program  in  the 
Homeless  Housing  Act  of  1986,  the  Supportive  Bousing  Program  is  now  authorized  by  Title  IV, 
Subtitle  C  of  the  Stewart  B.  McKinney  Homeless  Assistance  Act,  as  amended.   Section  1403  of  the 
Bousing  and  Community  Development  Act  of  1992  extensively  revised  the  program's  authorization  by 
combining  the  previous  transitional  and  permanent  housing  components  as  well  as  incorporating 
elements  of  the  former  Supplemental  Assistance  for  Facilities  to  Assist  the  Homeless  (SAFAB) 
program. 
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Supportive  Housing  Program 

The  revised  Supportive  Housing  program  Is  designed  to  provide  supportive  housing  and 
services  especially  to  deinstitutionalized  homeless  Individuals,  homeless  families  with  children, 
homeless  Individuals  with  mental  disabilities  and  other  handicapped  persons  Including  persons 
with  AIDS.   Participants  must  match  the  acquis it ion /rehabilitation/ new  construction  costs  of  a 
project  and  provide  a  percentage  of  operating  costs.   The  Federal  assistance  Is  provided  through 
grants  for  acquisition/rehabilltation/nev  construction,  annual  payments  for  operating  costs  and 
supportive  services,  and  technical  assistance.  Bo  more  than  S  percent  of  a  grant  may  be  used  for 
administrative  purposes.  Additionally,  the  statute  provides  that  grants  made  In  prior  years  can 
be  renewed  for  up  to  five  years  for  operating  costs  and  supportive  services.   The  first  renewal 
grants  were  made  in  1993. 

2.  Eligible  Grant  Applicants.   Eligible  applicants  arei   States,  local  governments,  other 
governmental  entities  (such  as  public  housing  authorities),  Indian  tribes  and  Indian  Housing 
Authorities,  nonprofit  organizations,  and  community  health  associations  that  are  public  non- 
profit organizations. 

3.  Eligible  Activities.   The  following  activities  are  eligible  for  funding. 

(a)  ACQUISITION  of  a  building  to  be  used  as  supportive  housing  or  to  provide 
supportive  services  and  including  repayment  of  an  existing  mortgage. 

(b)  REHABILITATION  of  a  building  to  be  used  as  supportive  bousing  or  to  provide 
supportive  services. 

(c)  HEW  CONSTRUCTION  of  a  building  to  be  used  as  supportive  bousing,  including  the 
cost  of  land  associated  with  the  construction. 

(d)  LEASING  of  a  building  to  be  used  as  supportive  housing  or  for  supportive  services. 

(e)  supportive  SERVICES  for  participants  to  facilitate  independent  living,  including 
child  care,  employment  assistance  and  other  services. 

(f )  OPERATING  COSTS  associated  with  the  day-to-day  operation  of  the  supportive  houalng. 

(g)  ADMINISTRATIVE  COSTS  of  up  to  S  percent  of  the  Supportive  Housing  grant  request. 

4.  Funding.   Grants  of  up  to  $200  thousand — in  some  areas,  up  to  $400  thousand — may  be  made 
to  States,  cities,  counties,  Indian  tribes,  or  private  nonprofit  organizations  to  cover  the  cost 
of  acquisition/rehabilitation.  Grants  up  to  $400  thousand  may  be  made  also  for  new  construction. 
Grantees  undertaking  projects  involving  acquisition,  rehabilitation  or  new  construction  must 
agree  to  maintain  the  facility  for  at  least  20  years. 

Annual  payments  are  also  available  for  supportive  services  and  leasing  and  for  up  to 
75  percent  of  operating  coats  for  the  first  2  years  and  SO  percent  for  an  additional  3  years. 
The  local  share  can  come  from  any  source.   Operating  costs  include  expenses  incurred  for  the 
administration  (including  staff  salaries),  maintenance,  repair,  and  security  of  the  housing; 
payment  for  utilities,  fuel,  furnishings,  and  equipment  for  housing.  Supportive  services  to 
residents  of  the  housing  include  salaries  paid  to  the  providers  of  supportive  services, 
assistance  in  obtaining  permanent  housing,  medical  and  psychological  counseling  and  supervision, 
employment  and  nutritional  counseling,  and  other  activities. 
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Supportive  Housing  Program 


PROGRAM  ACTIVITY 


The  following  table  summarises  grant  awards  by  State  through  fiscal  year  1992,  the  1993 
renewal  grants  made  in  July  1993,  and  the  Supportive  Housing  awards  for  new  grants  made  in 
October  1993  pursuant  to  the  HCD  Act  of  1992. 


REGION  STATE 


CUMULATIVE  AWARDS  THROUGH  1992 
PERMANENT  HOUSING  TRANSITIONAL 
FOR  HANDICAPPED     HOUSING 


1993  RENEWAL  AWARDS 


1993  AWARDS 


PERMANENT  BOUSING 
FOR  HANDICAPPED 


TRANSITIONAL 
BOUSING 


(Dollars  in  the  Thousands) 


SUPPORTIVE 
BOUSING 


Connecticut 

ss 

,059 

Massachusetts 

7, 

,881 

Maine 

2, 

,807 

New  Hampshire 

S, 

,004 

Rhode  Island 

1; 

,196 

Vermont 

158 

22, 

,105 

New  Jersey 

5, 

,858 

New  York 

22, 

,841 

Puerto  Rico 

$16,222 

22,529 

7,143 

5,064 

3,205 

358 

54,521 

13,628 

80,490 

1.955 


$3,016 

319 

4,973 

429 

82 

8,819 


$1,052 
3,172 
1,816 


1,418 
3,060 


Includes  SAFAH  grant  of  $1,090  thousand. 


Washington 

Delaware 

Maryland 

Pennsylvania 

Virginia 

West  Virginia 


DC 


506 
1,032 

339 
1,892 
7,003 

135 


12,935 
482 
14,651 
15,465 
18,767 
698 


10,907 

62,998 

Alabama 

354 

2,185 

Plorida 

3,167 

23,035 

Georgia 

2,512 

12,337 

Kentucky 

780 

4,746 

Mississippi 

31 

186 

North  Carolina 

3,215 

3,672 

South  Carolina 

385 

2,301 

Tennessee 

1,316 

3,735 

Virgin  Islands 

1.314 

11,760  53,511 

Includes  SAFAH  grant  for  $139  thousand. 
Includes  SAFAH  grant  for  $662  thousand. 


3,055 
205 


3,260 


2,078 

2,975 

940 

3,698 

7,654 

5,171 

1,517 

2,628 

667 

13,575 

13,753 

702  • 

2,343 

2,880 

Illinois 

5,012 

22,257 

Indiana 

2,347 

17,251 

Michigan 

673 

13,535 

Minnesota 

247 

6,708 

Ohio 

10,472 

10,863 

Wisconsin 

1.940 

4.305 

20,691 

74,919 

Arkansas 

4,473 

Louisiana 

1,693 

3,687 

New  Mexico 

636 

Oklahoma 

24 

3,561 

Texas 

429 

19.628 

31,985 


3,079 

3,029 

7,514 
1,115 

... 

834 

1,442 
1,407 

2,254 

1,249 

1,374 

148 

5,112 

5,481 

12,852 

... 

1,561 

2,294 

... 

254 

147 

2,190 

6.002 

147 

4,005 

8,296 
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Supportive  Homing  Program 


REGIOB      STATE 


COTJIAMVl   |— |   TBBOOGH   1992 

RHttlm   BOU81WC   THAsSITIOBAL 

TOR   HAWDICAPP1D B0O3CTG 


1993   — j  AlftRDS 


B— M—l  BOOS  UO 


TRAMSITIOHAL 
BOPSOM 


1993   AWARDS 


SUPPORT  IV1 
BOOBVM 


Iowa 

Kansas 

Mlaaourl 

Nebraska 


Colorado 
Montana 
Horth  Dakota 
South  Dakota 
Utah 


IX     Arizona 
California 
Hawaii 
Hersda 


Alaska 
Idaho 
Oregon 
Washington 

Totala 


•271 

421 

•  29 

1,39* 


20, 9« 

2,029 
217 

309 

2.001 

«,"6 


*3,S80 
«»3 

a,c»o 

3.419 
1«,1S2 

7,836 

1,(74 

•15 

1.479 
12,004 

4,945 

•9,217 
4,452 

3,988 
102,402 

1,427 
1,342 
4,121 

21.444 

?«.»« 
533,129 


Includaa  SATAH  grant  of   M2S  thousand. 


STATUS   Of   roups 

Balancaa  Available 


a.   Onobllaatad  balancaa. 
avallabla  by  year. 


$1,710 
391 
373 


237 

237 

1,49« 

174 
-221 

l-«74 

24,852 


2,415 
934 


4,594    25,9(0 


1,0(7     4,971 

1.505  •     334 

2.710     5.307 

49,(15    88,836 


Tba  following  table  coaparee  the  program  obligations  with  funds 


ACTUAL 
_H93_ 


istimah 

_1994_ 


(Dollara  in  Thousands) 


ISTIMATK 
_192S_ 


Unobligated  balance,  atart  of  year.. 

Appropriation 

Tranafarrad  from  SATAH... 

Recoveries  of  prior  year  obligations 

Total  avallabla 

Obllgationa 

Unobligated  balance ,  and  of  yaar. . . . 


1168,728 

150,000 

443 

8.422 

327,593 

-192.2(0 

135,333 


•135,333 

334,000 

15-000 
484,333 

-4J££021 


b.      Obligated  balancaa.      Tba  status  of  obligated  balancaa  la  aa  follow*. 


ACTUAL 
a»»3 


■STIMATX 
_1294_ 


(Dollara   in  Thousands) 


■STIMATX 

Uttl 


Obligated  balance,    atart  of  fasi . ... 

Obllgationa   incurred 

Subtotal 

Outlays 

Recoveries  of  prior  yaar  obligations 
Obligated  balance,   end  of  year 


$294,254 
192^40 
488,516 
-91,3(1 

3M.732 


$388,732 

«M-»3 

873,0(5 

-107,200 

-IS. 000 

750,865 


$750,865 


750,865 
-158,827- 


592,038 
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BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 
(Dollars 

1994 

1995 

1995  vs  1994 

in  Thousands ) 

159,585 

5273,747 

HA 

$438,198 

-$438,198 

166,550 

273,747 

$123,747 

123,747 

-123,747 

974 

43,184 

NA 

15,000 

$50,000 

+35,000 

DEPARTMENT  OF  BOUSING  AND  URBAN  DEVELOPMENT 
COMMUNITY  PLANNING  AND  DEVELOPMENT 
SHELTER  PLUS  CARE 
PROGRAM  HIGHLIGHTS 


Program  Levels i 

Obligations $59,585 

Budget  Authority  (Appropriation! i  266,550 

Budget  Outlays 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  does  not  include  an  appropriation  request  for  the  Shelter  Plus  Care  program 
in  1995.  Instead,  the  Budget  proposes  to  provide  all  HUD  funding  for  boneless  assistance  within 
a  new  Homeless  Assistance  Grants  program  which  is  described  separately  in  this  volume. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  that  all  available  funds  ($374  million)  would  be  awarded  and 
obligated  in  1993.   However,  the  grant  awards  from  the  1993  appropriation,  as  well  as  from  the 
unutilized  balance  of  the  1992  appropriation,  were  not  made  until  December  1993.   The  initial 
outlays  for  this  program  ($974  thousand)  occurred  in  1993  but  were  much  below  the  estimate 
($10  million)  due  to  the  timing  of  the  awards. 

3.  CHANGES  FROM  THE  1994  BUDGET  ESTIMATES 

The  timing  of  the  grant  awards  from  the  1993  and  1992  appropriations  will  result  in  an 
increased  level  of  grant  obligations  in  1994  ($438.2  million)  over  the  level  estimated  in  the 
1994  Budget  ($273.7  million).   This  increase  is  partially  offset  by  the  reduction  in  the  actual 
1994  appropriation  ($123.7  million)  as  compared  to  the  Budget  request  ($273.7  million).   With 
awards  and  obligations  originally  projected  for  1993  deferred  until  1994,  the  outlay  estimate  for 
1994  has  been  decreased. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  decreases  in  obligations  and  appropriation  reflect  the  proposed  replacement  of  this 
program  in  1995  by  the  new  Homeless  Assistance  Grants  program.   Outlays  are  projected  to  increase 
in  1995  as  the  cumulative  amount  of  obligated  balances  increase. 

PROGRAM  DESCRIPTION 

1.   Program  Purpose.   Section  837  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act 
(P.L.  101-625)  amended  title  TV  of  the  Stewart  B.  McKinney  Homeless  Assistance  Act  by  adding 
subtitle  r,   which  authorizes  the  Shelter  Plus  Care  program.   This  was  amended  further  by 
Section  1406  of  the  Bousing  and  Community  Development  Act  of  1992.   The  program  targets 
assistance  to  that  part  of  the  homeless  population  previously  underserved  in  communities.   The 
program  is  designed  to  link  supportive  services  to  rental  assistance  for  homeless  persons  with 
disabilities,  primarily  persons  who  are  seriously  mentally  ill;  have  chronic  problems  with 
alcohol,  drugs,  or  both;  or  have  acquired  immunodeficiency  syndrome  (AIDS)  and  related  diseases. 
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Shelter  Plus  Car* 

Shelter  Plus  Cars  Is  flexible  sad  allows  a  variety  of  bousing  choice*,  provided  in 
conjunction  with  a  range  of  supportive  sshIlss  funded  by  other  sources.   The  program  la  designed 
to  respond  to  the  needs  and  to  serve  a  dlificult-to-reach  segment  of  the  boneless  population. 
The  Bousing  and  Community  Development  Act  of  1992  —wnrtni  the  program  by  adding  a  new  Project- 
Baaed  Rental  Assistance  component.   — ntal  Assistance  grants  can  be  Bade  for  one  or  more  of  the 
following  components  I   Tenant-baaed  Bssjtsj  assistance,  Sponsor-baaed  Rental  Assistance,  Project- 
based  Rental  Assistance,  and  Section  8  Moderate  Rehabilitation  for  Single  Room  Occupancy  (SRO). 
The  1992  Act  requires  that  at  least  10  percent  of  the  appropriation  be  made  available  for  each  of 
the  four  components. 

2.   Eligible  Applicants.   States,  units  of  general  local  government,  Indian  Tribes,  PBAs,  and 
IBAa,  may  apply  for  assistance.   Applicants  most  have  the  following  subcontract  requirements! 

(a)  Bon-PBA  applicants  who  apply  for  the  SRO  component  must  subcontract  with  a  PBA  to 
administer  rental  housing  assistance! 

(b)  Applicants  for  the  Sponsor  Dsaed  component  must  subcontract  with  a  nonprofit 
organitatlon(a),  also  called  a  sponsor,  to  provide  rental  assistance  for  units  the 
sponsor  owns  or  leases;  and 

(c)  Applicants  for  the  Project-Based  component  must  subcontract  with  a  building 
owner (s)  for  the  full  period  of  assistance  to  provide  rental  assistance  for  units 
In  a  particular  property. 

Applicants  may  apply  for  assistance  under  any  or  all  of  the  four  components.   One 
application  may  also  include  more  than  one  project  within  a  component. 

3.  Eligible  Applicants.   Shelter  Plus  Care  funds  may  be  used  for  only  one  eligible 
activity,  rental  assistance.   Those  funds  provide  the  operating  costs  of  the  shelter,  excluding 
costs  of  services.   The  applicant  must  provide  supportive  services  in  an  amount  at  least  equal  to 
the  rental  assistance  provided  during  the  term  of  the  grant. 

4.  Term  of  the  Grant.   Under  the  Tenant -Based  and  Sponsor-Based  components,  rental 
assistance  is  provided  for  S  years,   under  the  SRO  component,  rental  assistance  is  provided  for 
10  years.   If  unita  to  be  assisted  under  the  Project-Based  component  will  be  rehabilitated  and 
the  rehabilitation  meets  program  requirements,  the  assistance  will  be  for  10  years.   Otherwise, 
assistance  will  be  for  5  years. 

5.  Allocation  of  Funds.   Funds  are  swarded  on  a  competitive  basis.   The  BCD  Act  of  1992 
amended  the  program  by  providing  for  one  appropriation,  but  requiring  that  at  leaat  10  percent  of 
the  appropriation  be  made  available  for  earn  of  the  program's  four  components.  Applicants  may 
apply  for  assistance  under  any  one  of  the  four  components  for  which  funds  are  appropriated,  or  a 
combination  thereof. 

STATUS  OF  POTTOS 

Balance  Available 

a.  Unobligated  Balances.  The  following  table  compares  the  program  obligations  with  funds 
available  by  year. 

ACTUAL        ESTIMATE       ESTIHATB 
1993  1994  1995 

(Dollars  in  Thousands) 

Unoblignted  balance,  beginning  of  year....  $107,486  $314,451 

.   Appropriations 2«.5S0  123.747 

Subtotal 374,03.  436,198 

Obligations  incurred -S9.585  -438.198 

Onobligated  balance,  end  of  year 314,451  ... 
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Shslter  Plus  Care 


Obligated  Bilanen.   The  status  of  obligate  balances  Is  as  followei 

*CT0»1        ISTIMATI  ISTIMAT1 
-12»3_           1994  1995 

(Dollars  In  Thousands) 

Obligated  balance,  beginning  of  ysar S3, 047       J6l,«58  4484,854 

Obligations  incurrad 59.585        438.19a 

Subtotal 42, 432        499,854  484,854 

j"""*" -974        -15.000  -50.000 

Obligated  balanca,  and  of  ysar 61,458        484,854  434,854 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

EMERGENCY  SKELTER  GRANTS 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE    ♦ 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE    - 

1993 

1994 

1994 

sllars   In 

1994 

1995 

1995   vb    1994 

(D. 

Thousands) 

>50,032 

$51,350 

■A 

$117,407 

... 

-$117,407 

50,000 

51,350 

$115,000 

115,000 

-115,000 

71,483 

57,703 

HA 

67,611 

$86,404 

+18,793 

Program  Level i 

Grant  obligations $50,032 

Budget  Authority  (Appropriation) t 

Enacted  or  proposed 50,000 

Budget  Outlays 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  does  not  include  an  appropriation  request  for  the  Emergency  Shelter  Grants 
(ESG)  program  in  199S.   Instead,  the  Budget  proposes  to  provide  all  HDD  funding  for  homeless 
assistance  within  a  new  Homeless  Assistance  Grants  program  which  is  described  separately  in  this 
volume. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  that  the  entire  amount  available  in  1993  would  be  obligated  in 
that  year.   Actual  obligations  were  $2.3  million  lees  than  originally  projected.   It  is  now 
projected  that  the  unobligated  carryover  balance  will  be  obligated  in  1994.   Notwithstanding  the 
shortfall  in  obligationa,  outlays  ($71.5  million)  occurred  at  a  slightly  higher  rate  than  the 
$70  million  estimate. 

3.  CHAHCES    FROM   THE    1994    BPpfiTT  "T^T"8 

The  increase  in  the  appropriation  reflects  the  additional  funding  provided  by  Congress 
over  the  1994  request.   With  the  additional  appropriation  provided  in  1994  and  the  unobligated 
carryover  balance  of  $2.3  million  from  1993,  it  is  projected  that  $117.4  million  will  be 
obligated  in  1994.   This  increase  in  obligations  la  expected  to  increase  outlaya  in  1994  above 
the  original  estimate. 

EXPLANATION  OF  INCREASES  AHD  DECREASES 

The  decreaaea  in  obligations  and  appropriation  reflect  the  proposed  replacement  of  this 
program  in  1995  by  the  new  Homeless  Assistance  Grants  program.   Outlaya  are  projected  to  increase 
in  1995  over  1994  because  of  the  increased  appropriation  level  in  1994. 

PROGRAM    DESCRIPTION 

1.  Program  Purpoae.   This  program  was  originally  authorised  by  the  Homeless  Housing  Act  of 
1986  and  now  la  authorized  by  Title  TV,  Subtitle  B,  of  the  Stewart  B.  McKinney  Homeless 
Assistance  Act  (P.L.  100-77),  as  smwnnVid  by  the  Cranston-Gonzalei  National  Affordable  Housing  Act 
and  amended  further  by  the  Bousing  and  Community  Development  Act  of  1992.   The  basic  purpose  of 
the  program  is  to  increase  the  availability  of  temporary  emergency  shelters  for  the  homeless. 

2.  Eligible  Activities.   The  Department  makes  grants  for  the  renovation,  major 
rehabilitation,  or  conversion  of  buildings  for  use  as  emergency  shelters  for  the  homeless.   The 
1988  McKinney  Act  Amendments  added  homeless  prevention  as  an  eligible  category  of  assistance. 
Grants  are  also  available  to  help  meet  the  coat  of  operating  emergency  shelters,  and  for 
providing  essential  services  to  homeless  persons  so  that  they  may  Improve  their  living 
situations.   The  spending  caps  for  essential  services  and  homeless  prevention  activities  are  each 
30  percent.   Examples  of  essential  services  Include  assistance  in  obtaining  permanent  housing  and 
services  concerned  with  employment,  physical  and  mental  health,  substance  abuse,  and  education. 
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Emergency  Shelter  Grants 

A  grantee  may  use  up  to  5  percent  of  its  grant  for  administration  purposes  and  a  shelter 
operator  may  use  up  to  10  percent  of  the  assistance  provided  for  the  staff  costs  of  operating  the 
shelter. 

3.   Program  Requirements.   Any  building  for  which  program  funds  are  used  to  change  the 
physical  condition  of  the  building  must  be  maintained  as  a  shelter  for  the  homeless  for  3  years 
or  more.  The  building  must  be  maintained  as  a  shelter  for  10  years,  or  more,  if  the  grant  la 
used  for  major  rehabilitation  or  conversion  of  the  building. 

Other  program  requirements  include  the  following i 

—  Grantee  must  match  the  HDD  grant  with  an  equal  amounts  of  funds; 

—  States  and  units  of  general  local  government,  receiving  direct  assistance  from  HUD, 
must  submit  a  Comprehensive  Bousing  Affordability  Strategy  (CHAS);  Emergency  Shelter 
Grants 

HUD  must  establish  (and  grantee  must  maintain)  minimum  standards  for  the 
habitability  for  emergency  shelters. 

ALLOCATIOH  OP  POMPS 

Grants  are  allocated  to  States,  metropolitan  cities,  urban  counties,  the  Territories,  and 
Indian  Tribes.  The  latter  were  added  as  eligible  program  applicants,  with  a  separate  allocation, 
by  the  Cranston-Gonzalez  Mational  Affordable  Housing  Act.   The  numbers  of  grantees  eligible  to 
receive  allocations  for  the  1993-1994  are  as  follows i 

ACTUAL       ESTIMATE 
1993         1994 

States  (Including  Puerto  Rico) 51  SI 

Metropolitan  Cities  and  Urban  Counties 316  316 

Territories 5  5 

Indian  Tribes _HA  _RA 

Total  grantees 372  372 

The  amount  of  each  grant  for  participating  cities  and  urban  counties  is  determined  by  the 
Community  Development  Block  Grant  formula  which  uses  several  objective  measures  of  community 
need,  including  poverty,  population,  housing  overcrowding,  age  of  housing  and  growth  lag.   The 
States'  grant  formula  uses  similar  indicators  of  need.   The  allocation  to  the  Territories  la 
based  on  their  historical  share  of  Community  Development  Block  Grant  funds  and  the  allocation  for 
Indian  Tribes  is  1  percent  of  appropriations.   A  State  must  distribute  to  its  units  of  general 
local  government  or  to  private  non-profit  organizations  all  grant  amounts  that  the  State  is 
awarded.   A  State  may  make  an  award  directly  to  a  non-profit  organization  if  the  organization 
certifies  that  the  community  in  which  it  is  located  approves  of  the  project.   Grant  amounts  that 
are  not  used  or  are  returned  to  HUD  are  reallocated  periodically.   To  be  eligible  to  receive  an 
Emergency  Shelter  Grant,  an  applicant  must  have  a  HUD  approved  Comprehensive  Bousing 
Affordability  Strategy. 

The  mini mum  allocation  for  metropolitan  cities  and  urban  counties  is  .05  percent  of  the 
total  funds  allocated.   This  will  make  approximately  316  jurisdictions  eligible  to  receive  an 
allocation  in  1994.   For  those  Entitlement  cities  or  urban  counties  which  do  not  meet  the 
threshold  amount  for  1994,  their  formula  amounts  will  be  added  to  the  allocation  of  the  State  In 
which  the  city  or  county  Is  located.  A  State  could,  if  it  chooses,  include  metropolitan  cities 
and  urban  counties  in  its  allocation  process  even  if  they  are  eligible  for  a  direct  grant. 
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Emergency  Shelter  Grant* 

The  following  table  ahowa  tha  allocation  of  appropriation*  for  1993-1994.   Formula 
allocation*  for  metropolitan  cltlaa  and  urban  countlaa  are  combinad  with  allocation*  to  States 
and  Territories  for  purpoaaa  of  tbla  tabla. 


Ala 

Alaska 

Arizona 

Arkanaaa 

California 

Colorado 

Connecticut 

Dalawara 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illlnci. 

Indiana 

Iowa 

Kanaaa 

Kentucky 

Louisiana 

Main* 

Maryland 

Meeaachuaatta 

Michigan 

Minnesota 

Mlaalaalppl 

Mi ■ lour 1 

Montana 

■a»ada 

Maw  Hampshire 

Maw  Jaraay 

Maw  Mexico 

Maw  York 

Worth  Carolina 

Morth  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  laland 

South  Carolina 

South  Dakota 

Tanneeaae 

Texas 

Utah 

Vermont 

Virginia 

Washington 

Meat  Virginia 

Wiaconain 

Wyoming 

Puerto  Rico 

American  Samoa 

Guam 

Wort hern  Har 1 ana* .... 

Virgin  Ialands 

Palau 

Indian  Set- Aside 

Total SO,  000 


Formula  AJ 

.location* 

Actual 

latimata 

1993 

1994 

toilers  in 

Thousand* , 

$793 

91,721 

M 

128 

490 

1,314 

413 

909 

5,070 

12,389 

454 

1,095 

S44 

1,235 

104 

214 

274 

591 

2,021 

4,415 

1,053 

2,343 

228 

491 

125 

289 

2,701 

4,070 

984 

2,250 

549 

1,302 

395 

924 

721 

1,435 

942 

2,284 

238 

52* 

791 

1,728 

1,45* 

3,254 

1,948 

4,544 

785 

1,859 

545 

1,235 

1,040 

2,380 

115 

277 

285 

444 

131 

357 

154 

345 

1,408 

3,433 

228 

377 

5,139 

11,343 

931 

2,017 

99 

229 

2,304 

5,320 

415 

1,017 

411 

977 

3,205 

7,205 

238 

526 

555 

1,224 

121 

267 

802 

1,730 

2,960 

7,660 

262 

630 

96 

214 

849 

1,855 

695 

1,667 

365 

856 

872 

2,047 

53 

130 

1,741 

3,744 

14 

32 

39 

90 

13 

29 

30 

69 

4 

10 

500 

1.150 
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Emergency  Shelter  Grant* 


PROGRAM  ACTIVITY 

The  number  of  activities  eligible  for  BSG  support  has  expanded  over  tine,  from  three  in  1967 
(capital  improvements,  operations,  and  essential  services)  to  four  in  1989  (adding  homeless 
prevention)  and  five  in  1991  (administration).   Funding  for  capital  improvements  represented 
slightly  over  half  the  total  in  each  of  the  first  3  years.  By  1991,  however,  it  accounted  for 
only  20  percent.   Essential  services  spending  has  risen  11  percent  in  1987  to  21  percent. 
Homeless  prevention  became  an  eligible  activity  in  1989  and  accounted  for  approximately  9  percent 
of  BSG  funding. 

STATUS  OF  FOOTS 

Balances  Available 


a.  Onobllaated  Balances, 
available  by  yeari 


The  following  table  compares  program  obligations  with  funds 


Unobligated  balance,  start  of  year. 

Appropriation 

Recovery  of  prior  year  obligations. 

Subtotal 

Obligations 

Unobligated  balance,  end  of  year... 

b.   Obligated  Balances.   The  status  of 


Obligated  balance,  start  of  year.. 

Obligations  incurred 

Subtotal 

Outlays 

Recovery  of  prior  year  obligations 
Obligated  balance,  end  of  year.... 


ACTUAL 

ESTIMATE 

ESTIMATB 

1993 

(Do 

1994 

1995 

Liars  in  Thousands) 

$2,314 

$2,407 

50,000 

115,000 

.. . 

12S 

52,439 

117,407 

... 

-50,032 

-117,407 

2,407 

ited  balances 

la  as  follows  i 

ACTUAL 

ESTIMATB 

ESTIMATE 

1993 

(Do 

1994 

1995 

Liars  in  Thousands) 

$87,536 

$65,960 

$115,756 

50,032 

117,407 
183,367 

137,568 

115,756 

-71,483 

-67,611 

-86,404 

-125 

115,756 


29,352 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

SECTION  8  MODERATE  REHABILITATION  -  SINGLE  ROOM  OCCUPANCY 


PROGRAM  HIGHLIGHTS 


BUDGET 

ACTUAL   ESTIMATE   ENACTED 

1993     1994      1994 


CURRENT 
ESTIMATE   ESTIMATE 
1994       1995 


Program  Level i 

Obligations   a/ $76,118  $107,835 

Budget  Authority  (Appropriation) I 

Enacted  or  proposed 105,000   107,835 

Unite  (Rooms) 2,601     2,157 

Budget  Outlay   a/ 9,254    31,811 


(Dollars  in  Thousands) 
NA   $349,076 
$150,000 


NA 


NA 


150,000 
4,000 
25,361   $42,628 


INCREASE  + 

DECREASE  - 

1995  vs  1994 


-$349,076 
-150,000 

+17,267 


a/  Prior  to  1990,  appropriations  were  enacted  within  Annual  Contributions  for  Assisted 
Housing.  The  amounts  shown  include  activity  financed  with  the  Annual  Contributions 
appropriations . 

SUMMARY  Of  BUDGET  ESTIMATE 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  does  not  Include  an  appropriation  request  for  the  Section  8,  Moderate 
Rehabilitation  Single  Room  Occupancy  (SRO)  program  in  1995.   Instead,  the  Budget  proposes  to 
provide  all  HUD  funding  for  homeleas  assistance  within  a  new  Homeless  Assistance  Grants  program 
which  is  described  separately  in  this  volume. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

It  was  originally  assumed  that  all  available  funds  ($275.2  million)  would  be  awarded  and 
obligated  in  fiscal  year  1993.   However,  actual  obligations  were  $76.1  million  because  grant 
awards  from  the  1993  appropriation,  as  well  as  from  the  unutilized  balance  of  prior  year 
appropriations,  were  not  made  until  December  1993.   Actual  outlays  for  this  program 
($9.3  million)  were  less  than  the  estimate  ($20  million)  due  to  the  timing  of  the  awards. 

3.  CHANGES  TROM  1994  BUDGET  ESTIMATES 

The  timing  of  the  grant  awards  from  the  1993  and  prior  year  appropriations  will  result 
in  an  increased  level  of  1994  grant  obligations  ($349.1  million)  over  the  level  estimated  in  the 
1994  Budget  ($107.8  million).   This  increase  also  reflects  Congressional  appropriation  action  for 
1994  ($150  million)  as  compared  to  the  budget  request  ($107.8  million).   With  awards  and 
obligations  originally  projected  for  1993  deferred  until  1994,  the  outlay  estimate  for  1994  has 
been  decreased. 

EXPLANATION  Or  INCREASES  AND  DECREASES 

The  decreases  in  obligations  and  appropriation  reflect  the  proposed  replacement  of  this 
program  in  1995  by  the  new  Homeless  Assistance  Grants  program.   Outlays  are  projected  to  increase 
in  1995  as  the  cumulative  amount  of  obligated  balances  increase. 

PROGRAM  DESCRIPTION 

1.   Program  Purpose.   Section  8  rental  housing  assistance  for  single  room  occupancy 
dwellings  is  authorized  by  Title  IV,  Subtitle  E,  of  the  Stewart  B.  McXinney  Boneless  Assistance 
Act,  as  amended  by  the  Housing  and  Community  Development  Act  of  1992.   The  funds  may  be  used  only 
in  connection  with  moderate  rehabilitation  of  housing  described  in  Section  8(n)  of  the  U.  S. 
Housing  Act  of  1937  for  occupancy  by  homeless  individuals  as  authorized  by  Title  IV  of  the 
Mc Kinney  Act. 
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Section  8  Moderate  Rehabilitation  -  Single  Room  Occupancy 

2.  Eligible  Recipients.  The  funds  made  available  under  the  program  are  allocated  on  the 
baais  of  a  national  competition  to  eligible  PHAs  and  IHAa  that  best  deaonatrate  a  need  for  the 
aaalatance  and  the  ability  to  undertake  and  carry  out  the  program.  Pursuant  to  Section  140S  of 
the  Bousing  and  Community  Development  act  of  1992,  private  nonprofit  organisationa  are  also  now 
eligible  o  participate  in  the  program. 

3.  Eligible  activities.  Existing  housing  units  thst  do  not  meet  the  established  housing 
quality  standards  may  be  eligible  for  moderate  rehabilitation.  Eligible  activities  include  roof 
repair,  repair  or  replacement  of  obsolete  heating  plants,  and  the  repair  of  electrical,  plumbing 
or  other  housing  systems.  Owners  must  be  able  to  obtain  financing  to  cover  the  costs  of  such 
repairs  from  public  or  private  sources.  The  maximum  Section  6  subsidy  paid  to  these  projects 
takes  in  the  costs  of  repaying  loans  used  to  initially  pay  for  rehabilitation. 

STATUS  OF  roups 

Balances  Available.  The  following  tables  present  obligation  data  for  the  program  from  all 
appropriations,  including  amounts  provided  under  the  Annual  Contributions  account i 

a.  Unobligated  Balances.  The  following  table  compares  the  program  obligations  with  funds 
available  in  year. 

ACTUAL       ESTIMATE       ESTIMATE 

1993         1994  1995 

(Dollars  in  Thousands) 

Unobligated  balance,  etart  of  year $170,194  $199,076 

Appropriations 105.000  150.000           ... 

Total  available 275,194  349,074 

Obligations -76.118  -349.076           ... 

Unobligated  balance,  end  of  year 199,076  ...           ... 

b.  Obligated  Balances.  The  status  of  obligated  balances  is  as  followst 

ACTUAL      ESTIMATE     ESTIMATE 
1993         1994         1995 
(Dollars  in  Thousands) 

Obligated  balance,  start  of  year $174,782  $241,646  $565,361 

Obligations  incurred 76,118  349.076  ... 

Subtotal 250,900  590,722  565,361 

Outlays -9.254  -25.361  -42.628 

Obligated  balance,  end  of  year 241,646  565,361  522,733 
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department  or  housing  and  urban  dbviiopiiibt 
comtmrrr  planning  and  development 

BOUSING  OPPORTUNITIES  FOR  PERSONS  WITH  AIDS 

PROGRAM  HIGHLIGHTS 

BUDGET                CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ENACTED    ESTIMATE  ESTIMATE     DECREASE  - 

1993      1994       1994      1994  1995     1995  vs  1994 
(Dollars  in  Thousands) 

Program  Uvtli 

Administrative  Reservations $134,104   5102,700      HA     $166,001    $156,000     -510,001 

Obligations 137,075    102,700      HA      1(6, C32      156,000      -10,(32 

Appropriation  (Budgst  Authority) i 

Inactad  or  proposed 100,000    102,700    $156,000    156,000      156,000 

Budget  Outlays 3,253     34,676      HA       35,096      (7,891       +32,795 

SUMMARY  OF  BUDGET  ESTIMATE 

1.  SUMMARY  OF  BUDGET  REQUEST 

Tha  Budget  proposes  s  1995  appropriation  of  $15(  million  for  this  program  within  the 
Annual  Contributions  for  Assisted  Bousing  account. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

The  1994  Budget  assumed  thst  all  available  funds  ($144.1  million)  would  be  reserved  in 
1993.   The  actual  1993  reservations  were  $10  million  less  ($134.1  million).   This  represents 
primarily  tha  competitive  portion  of  tha  1993  appropriation  which  will  be  awarded  in  1994.   The 
1993  outlays  for  this  program  ($3.3  million)  were  less  than  the  estimate  ($7.4  million)  because 
recipients  did  not  draw  down  their  funds  at  tha  anticipated  rata  during  tha  initial  year  of 
program  operation. 

3.  CHANCES  FROM  1994  BUDGET  EST I MATE 8 

The  1994  Budget  proposed  an  appropriation  of  $102.7  million  but  Congress  enacted  an 
appropriation  of  $156  million.   The  1994  Budget  eatlmated  that  reservations  would  bo 
$102.7  million  whereas  reservations  are  currently  estimated  to  be  $166  million,  $63.3  million 
more  than  the  Budget  eatimate,  due  to  the  higher  appropriation  actually  provided  in  1994  as  wall 
ss  the  carryover  of  the  unreserved  balance  of  $10  million  from  1993  to  1994.   The  current  1994 
outlsy  estimate  ($35.1  million)  ia  revised  slightly  from  the  original  estimate  of  $34.7  million. 

EXPLANATIONS  Or  INCREASES  AMD  DECREASES 

Reservations  and  obligationa  decrease  in  1995  aa  a  reault  of  tha  uaa  in  1994  of  carryover 
funds  from  1993.   Outlaya  are  estimated  to  increaae  aa  the  cumulative  amount  of  awards  and 
obligated  balsnces  increase. 

PROGRAM  DESCRIPTION 

1.   Purpose.   The  Bousing  Opportunities  for  Persons  with  AIDS  program  ia  authorized  by 
Title  VIII,  Subtitle  D,  of  the  Crsnston-Oonsalaz  National  Affordable  Housing  Act  (NANA)  aa 
amended  by  the  Bousing  and  Community  Development  Act  of  1992.   The  purpose  of  the  program  is  to 
provide  States  and  localities  with  resources  and  incentivea  to  devise  long-term  comprehensive 
strategies  for  meeting  the  housing  needs  of  persons  with  AIDS  and  their  families.   Recipients 
must  have  a  BUD-approved  Comprehensive  Bousing  Affordability  Strategy  (CBAS),  with  funds 
allocated  among  eligible  granteea  baaed  on  Section  854(c)  of  NANA. 
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Bousing  Opportunities  for  Parsons  with  AIDS 

2.  Bliqlble  Recipients.   Section  654(c)  requires  that  90  percent  of  the  available  funds  be 
allocated  by  formula  to  States  and  metropolitan  areas  on  the  basis  of  the  incidence  of  acquired 
immunodeficiency  syndrome.  The  other  10  percent  is  swarded  competitively  to  States  and  local 
governments  and  private  nonprofit  entitles  for  projects  of  national  significance  and  to  States 
and  local  governments  for  projects  in  jurisdictions  which  do  not  qualify  for  a  formula 
allocation. 

3.  Bllgible  Activities.  Grants  are  available  for  activities  designed  to  carry  out 
strategies  to  prevent  homelessness  and  include i 

—  housing  information  and  coordination  services; 

—  short-term  supported  housing  and  services; 

f 

—  short-term  rental  assistance; 

—  single  room  occupancy  dwellings; 

—  community  residences  and  services;  and, 

—  administrative  costs. 


4.  Program  Accomplishments.  The  1992  and  1993  appropriations,  totaling  $147.7  million,  are 
expected  to  provide  assistance  to  approximately  17,000  units.  The  assistance  will  be  in  the 
following  forms t  Rental  assistance  (1-5  years),  property  acquisition  (community  residences,  SRO 
dwellings,  and  other  facilities,  or  emergency  assistance  (i.e.  short-term  rent,  mortgage,  and 
utility  payments/short-term  facilities). 

5.  Fund  Distribution.  The  distribution  of  the  formula  allocation  portion  (90  percent)  of 
the  1992  and  1993  appropriations  is  shown  below.  Because  of  potential  changes  in  the  definition 
of  AIDS  and  in  the  number  of  Metropolitan  Statistical  Areas  qualifying  for  their  own  allocations, 
it  is  not  possible,  at  this  time,  to  estimate  1994  and  1995  allocations  by  State.  The 
competitive  component  (10  percent)  for  1992  is  also  shown. 


ACTUAL 
1992 


FORMULA     COMPETITIVE 

(Dollars  in  Thousands) 


ACTUM. 
1993 


FORMULA     COMPETITIVE  »/ 


Arizona ... 

California $8,9  37 

Colorado 300 

Connecticut 433 

District  of  Columbia 1,314 

Florida 5, 303 

Georgia 1 ,  097 

Illinois 919 

Indiana. ... 

Louisiana 429 

Maryland 447 

Massachusetts 589 

Michigan 321 

Missouri 442 

sew  Jersey 2,958 

■ew  fork 12,171 

■orth  Carolina 395 

Ohio SIC 

Pennsylvania 7CC 

South  Carolina ... 

Tennessee ... 

Texas 3,060 

Virginia 299 

Washington 372 

Wisconsin ... 

Puerto  Rico 1.637 

Total 42,935 


446 
500 

436 

500 

426 
465 


6571 
19,523 
709 
682 
2,292 
11,168 
2,341 
2,292 

1,082 

1,091 

1,186 

729 

925 

5,612 

22,617 

622 

1,06C 

2,300 

519 

S42 

6,610 

S30 

625 

3.124 
90,000 


10,000 


a/  to  be  awarded  in  1694. 
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Bousing  Opportunities  for  Persons  with  AIDS 

STATUS  OF  POMPS 

1-   Authorization.   Authorizing  legislation  is  required  to  fund  the  1995  request. 
2.   Balances  Available 

a.  Unobligated  Balances.   The  following  table  compares  the  program  obligations  with 
funds  available  by  year. 

ACTUAL        ESTIMATE       ESTIMATE 
1993  1994  1994 

(Dollars  in  Thousands) 

Unobligated  balance,  start  of  year $47,707       $10,632  a/  ... 

Appropriation 100.000       156.000  $156,000 

Total  Available 147,707        166,632  156,000 

Obligations -137.075      -166.632  -156.000 

Unobligated  balance,  end  of  year 10,632  a/        ...  ... 

a/   Includes  $631  thousand  of  administrative  reservations. 

b.  Obligated  Balances.   The  status  of  obligated  balances  is  as  follows. 

ACTUAL        ESTIMATE       ESTIMATE 

1993  1994  1995 

(Dollars  in  Thousands) 

Obligated  balance,  start  of  year ...  $133,822  $265,358 

Obligations  incurred $137.075  166.632  156.000 

Subtotal 137,075  300,454  421,358 

Outloys -3.253  -35.096  -67.891 

Obligated  balance,  end  of  year 133,822  265,358  353,467 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
COMMUNITY  PLANNING  AND  DEVELOPMENT 

momma 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ENACTED   ESTIMATE    ESTIMATE    DECREASE  - 
1993      1994      1994      1994       1995     1995  v»  1994 
(Dollars  in  Thousands) 
Program  Level i 

Obligations ...    $88,000       HA   $88,000       $50,000    -$38,000 

Appropriations! 

Enacted  or  proposed $40,000  a/  48,000  $48,000  b/  48,000  b/     50,000      +2,000 

Budget  Outlays ...       4,000       HA     8,000        17,600  c/    49,600 

a/  Transferred  to  the  Touthbuild  account  pursuant  to  the  Supplemental  Appropriations  Act 
of  1993  (P.L.  103-50)  from  amounts  enacted  for  HOPE  Grants  in  the  1993  Appropriations 
Act  (P.L.  102-389). 

b/  Amounts  enacted  in  the  1994  Appropriations  Act  (P.L.  103-124)  include  $28  million  for 
the  Youthbuild  program  within  HOPE  Grants  and  $20  million  for  eligible  grantees  under 
the  Severely  Distressed  Public  Bousing  Projects  account. 

c/   Includes  $2  million  estimated  to  be  disbursed  for  youthbuild  activities  within  the 
Severely  Distressed  Public  Housing  Projects  account. 

SUMMARY  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  Budget  proposes  a  direct  appropriation  of  $50  million  for  the  youthbuild  program  in 
1995.   Authorizing  legislation,  required  for  a  direct  appropriation,  is  being  proposed. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

There  are  no  changes  from  the  1993  estimates  in  the  1994  Budget. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  Budget  proposed  a  direct  appropriation  of  $48  million  for  the  youthbuild 
program.   However,  the  1994  Appropriations  Act  provided  $28  million  as  a  set-aside  within  the 
HOPE  Grants  account.   An  additional  $20  million  was  made  available  also  for  youthbuild  activities 
under  the  Severely  Distressed  Public  Bousing  Projects  account.  The  budget  outlay  estimate  for 
1994  has  been  increased  based  upon  expected  high  demand  and  immediate  need  for  funding. 

EXPLANATION  OF  INCREASES  AND  DECREASE8 

The  1995  appropriation  request  represents  a  continuation  of  the  youthbuild  program  at  a 
slightly  higher  level  than  1994.  This  proposal  is  part  of  the  President's  strategy  for  long-term 
public  investments  in  economic  growth  and  jobs. 

Outlays  are  projected  to  increase  based  on  the  higher  amount  of  obligated  balances  available 
for  disbursement  in  1995. 

PROGRAM  DESCRIPTION 

1.   Purpose.   Section  164  of  the  Housing  and  Community  Development  Act  of  1992 
(P.L.  102-550)  amended  Title  rv  of  the  Cranston-Gonzalez  Rational  Affordable  Bousing  Act  by 
adding  subtitle  D,  "HOPE  for  Youthi  Youthbuild.*  The  purpose  of  the  Youthbuild  program  is  to 
provide  disadvantaged  young  adults  with  education  and  employment  skills  through  rehabilitating 
and  building  housing  for  low- income  and  homeless  people.  The  program  includes  both  on-site 
construction  work  and  off-site  academic  and  job  skills  training. 

H-l 
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2.  lllglbla  Applicants   lllglbla  applicants  are  public  and  private  nonprofit  agencies 
including  r  r— ninlty-baaad  organizations,  administrative  entities  designated  under 

Section  103(b)(1)(B)  of  the  Job  Training  Partnership  Act,  en— unity  action  agencies,  State  and 
local  housing  devslopment  agencies,  consnunity  development  corporations,  Stat*  and  local  youth 
ssrvice  and  conservation  corps,  and  other  entities  sligibls  to  provide  education  and  employment 
training  under  other  Federal  training  programs. 

3.  Allocation  of  Funds.   Funds  will  be  awarded  on  a  competitive  basis  using  the  selection 
criteria  in  the  statute  along  with  other  factors  published  by  BUD  in  program  regulations  and  the 
■otice  of  Fund  Availability  (SOFA).   Separata  competitions  are  held  for  planning  grants  and 
implementation  grants.   The  $40  million  appropriated  in  1993  is  scheduled  to  be  awarded  in  Nay 
1994.   The  SOFA  for  the  $28  million  appropriated  for  1994  under  BOH  Grants  is  expected  to  be 
published  during  the  fourth  quarter  of  1994  and  the  $20  million  under  Severely  Distressed  Public 
Bousing  Projects  will  be  awarded  in  lata  1994  and  early  1995. 

4.  lllglbla  Activities.   Touthbuild  planning  grants  can  cover  costs  aasociated  with 
designing  and  aatting  up  a  program  and  with  preparing  an  application  for  an  implementation  grant. 
Implementation  grants  can  fund  acquisition  and  construction  costs,  adminiatrative  costs, 
education  and  job  training  services,   support  services,  wage  atlpands,  and  other  operating 
ezpeneea . 

5.  Programs  Funded.   Following  are  the  eat 1  mated  number  of  programs  to  be  funded  with 
planning  and  Implementation  grants  from  the  1993,  1994,  and  1995  appropriations  (excluding 
amounts  made  available  to  grantees  under  the  Severely  Diatreesed  Public  Housing  Projects 
program)) . 

BSTINATI  ISTIMATI  BSTUU3B 

1993  1994 

Planning  Grants  i 

■umber 

Amount 

Implementation  Grants i 

■umber 

Amount 

Technical  Assistance... 
Total  Amounts 

STATUS  OF  FOWDS 

1.   Authorisation.   This  program  ia  authorized  under  Title  TV,  subtitle  D,  of  the  Cranston- 
Gonzalez  Mational  Affordable  Housing  Act,  aa  amended.   Section  181(a)  of  the  Bousing  and 
Community  Development  Act  of  1992  specifies  that  at  least  5  percent,  but  not  more  than 
$40  million,  of  the  amount  appropriated  for  the  BOPI  1,  2  and  3  programs  in  1993  shall  be 
available  for  the  Opportunities  for  Touthi  Touthbuild  program. 

Similarly,  section  181(b)  statea  that  at  leaat  5  percent,  but  not  more  than 
$41.68  million,  of  the  amounts  appropriated  for  the  BOPI  1,  2  and  3  programs  for  1994  shall  be 
available  for  Touthbuild.   However,  the  1994  Appropriations  Act  provided  $28  million  for 
Touthbuild  within  the  BOPI  Grants  appropriation;  and  also  provided  an  additional  $20  million  for 
Touthbuild  activities  under  the  Severely  Distressed  Public  Bousing  Projects  account. 

The  1995  Budget  proposes  authorization  for  a  direct  appropriation  of  $50  million. 


(Dollars 

in   Thousands) 

95    . 

$9,500 

20 
$2,000 

50 
$5,000 

30 
$28,500 

30 
$24,(00 

50 
$42,500 

2,000 
40,000 

1.400 
28,000 

?i?00 
50,000 

781 


2.   Balances  Available 

a.   Onobllqated  Balance*.   The  following  table  compare*  the  program  obligations  with 
funds  available  by  year  and  include*  1994  appropriations  within  the  BOPI  Grants  and  Severely 
Distressed  Public  Bousing  Projects  account. 


Unobligated  balance,  start  of  year 

Transfer  f roa  BOPS  Grants 

Appropriation 

Total  Available 

Obligations 

Unobligated  balance,  end  of  year.. 

a/     Pursuant  to  P.L.    103-50. 

b.   Obligated  Balances.   The  table  below  shows  the  status  of  Touthbuild  obligated 

balance*  from  all  appropriations. 


ESTIMATE 

ESTIMATE 

ESTIMATE 

1993 

in 

1994 

1995 

(Dollars 

Thousands) 

$40,000 

$40,000  a/ 

... 

88.000 
88,000 

$50,000 

40,000 

50,000 

40,000 

-8,000 
80,000 

-SO. 000 

ESTIMATE 
1993 


ESTIMATE 
1994 
(Dollars  in  Thousand*) 


ESTIMATE 
1995 


$80,000 


Obligated  balance,  start  of  year.. 
Obligated  balance,  transferred 

from  HOPE  Grants 

Obligations  incurred 

Subtotal 

Outlays 

Obligated  balance,  end  of  year.... 

a/  The  Budget  proposes  to  transfer  in  1995  unexpended  balances  from  the  $28  million 

appropriation,  within  the  BOPt  Grants  account,  to  the  Touthbuild  account.  These  funds 
are  estimated  to  be  obligated  in  1994  within  the  BOPt  Grants  account. 

b/   Includes  as  estimated  $2  million  from  the  Severely  Distressed  Public  Bousing  Projects 
account . 


... 

(28,000]  a/ 

$88,000 

50,000 

88,000 

130,000 

-8.000 

-17.600  b/ 

80,000 

112,400 
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DEPARTMENT  OF  HOUSING  AMD  URBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AMD  DEVELOPMENT 

NATIONAL  CITIES  IH  SCHOOLS  COMMUNITY  DEVELOPMENT  PROGRAM 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  ♦ 

ACTUAL    ESTIMATE    ENACTED    ESTIMATB    ESTIMATE     DECREASE  - 
1993       1994       1994        1994        1995      1995  va  1994 
(Dollars  in  Thousands) 

Program  Level i 

Grant  obligations $10,420  a/       HA    $10,000       ...      -$10,000 

Budget  Authority  (Appropriation)! 

Enacted  or  proposed 10,420  a/   $10,000     10,000       ...       -10,000 

Budget  Outlays 417  a/       MA      1,000     $7,000        +6,000 

a/   Budget  Amendment. 

SUMMARY  Of  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  does  not  include  an  appropriation  request  for  the  national  Cities  in  Schools 
Community  Development  program  in  1995;  there  is  no  authorization  for  an  appropriation  in  1995. 

Ho  additional  funds  are  requested  pending  the  results  of  the  initial  appropriation  of 
$10  million  in  1994. 

2.  CHANGES  FROM  1993  INCLUDED  IM  THE  1994  BUDGET 
This  program  was  not  funded  in  fiscal  year  1993. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

Funding  for  this  program  was  not  requested  in  the  original  1994  Budget.   However,  the 
Department  did  propose  subsequently  that  funding  be  enacted. 

EXPLANATION  OF  INCREASES  AMD  DECREASES 

The  decreases  in  obligations  and  appropriation  represent  the  absence  of  an  appropriation 
request  for  the  program  in  1995.   The  increase  in  outlays  reflect  the  disbursement  of  most  of  the 
obligated  balance  in  1995.   The  remaining  obligated  balance  is  expected  to  be  disbursed  in  1996. 

PROGRAM  DESCRIPTION 

Section  930  of  the  Bousing  and  Community  Development  Act  of  1992  authorizes  the  National 
Cities  in  Schools  Community  Development  program.   The  program  will  be  operated  in  1994  in 
conjunction  with  the  Nation  Center  for  Partnership  Development  and  is  designed. to  empower  local 
communities  to  work  through  public-private  partnerships  to  rebuild  urban  and  rural  communities 
through  projects  involving  schools,  public  housing  communities,  and  other  community 
organizations.   The  1994  grant  is  expected  to  be  awarded  in  mid-1994. 
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Bational  Cities  in  Schools  fi— inlty  Development  Program 
siatos  of  raros 

Balance.  Available 

»•   Pnobllaatod  Balances .   The  following  table  compare*  program  obligation!  with  funda 
available  by  year. 

ACTOaX  ESTIMATE         ESTIMATE 

*»"  !»»«           1»S 

(Dollara  in  Thousands) 

onobligated  balance,  start  of  year....         ...  ...          ... 

appropriation jjj,  tlO.OOO          ... 

Subtotal ...  10,000         ... 

Obligation* ...  -10.000           ... 

Onobligated  balance,  and  of  year ...  ...          ... 


b.  Obligated  balance*,  the  atatua  of  obligated  balance*  la  aa  followai 


Obligated  balance,  atart  of  year. 

Obi ig  at  ion* 

Subtotal 

Outlaya 

Obligated  balance,  end  of  year... 


ACTUAL       ESTIMATE         ESTIKATE 

1993         1994  1995 

(Dollars  In  Thouaanda) 

$9,000 

$10.000  ... 

10,000  9,000 

-1.000         -7.000 

9,000  2,000 
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DEPARTMENT  OP  HOUSING  AMD  URBAN  DEVELOPMENT 


COMMUNITY  PLANNING  AMD  DEVELOPMENT 


REVOLVING  FUND  (LIQUIDATING  PROGRAMS* 


PROGRAM  HIGHLIGHTS 


Receipts  and  r«Bnmnti. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  ve  1994 

(Dollar*  in  Thousands) 
$86,485      $77,000     $77,156      $74,000 


-$3,156 


Repavmanta  to  tha  Treaaurvi 

In  year  dividend 100,000       80,000      80,000       55,000      -25,000 

Cumulative 1,688,478     1,768,478    1,768,478     1,823,478      +55,000 

Nat  Book  Valua  of  Aaaata. 

End  of  year 652,015      529,886     532,646      443,306      -89,440 

Budqat  Outlays 7,579       20,195      -4,682       -7,371       -2,689 

SUMMARY  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  expense*  of  the  Revolving  rund  (Liquidating  Programs)  are  financed  froa  repayment* 
of  loans  and  advance*,  and  the  recapture*  of  prior  year  obligations;  therefore,  no  appropriation 

is  requested. 

2.  CBAMGE8  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

Actual  receipt*  and  repayment*  ware  alightly  mora  than  the  $81  million  estimate.   The 
major  causa  was  that  receipt*  from  tha  Section  312  Rehabilitation  Loan  program  exceeded 
projections. 

Net  outlays  ware  $41.8  million  lass  than  tha  eetimate  of  $49.4  million  as  disbursement* 
in  tha  Rant* j.  Rehabilitation  Grant*  program  and  Section  312,  Rehabilitation  Loan  program  war* 
■lower  than  expected.   Also,  operating  expensae  ware  laaa  than  eatimated  and,  aa  indicated. 
Section  312  loan  repayment*  and  recapture*  ware  higher  than  projected. 

3.  CHANGES  PROM  1994  BUDGET  ESTIMATES 

Tha  change  in  tha  current  1994  outlay  eatlmate  from  the  original  estimate  represents  a 
projected  continued  slower  rate  of  disbursement  in  the  Rental  Rehabilitation  Grant*  program  and 
Section  312,  Rehabilitation  Loan  program,  offaet  alightly  by  increased  acquired  security  and 
collateral  expenses  for  Section  312  multifamily  properties. 

EXPLANATION  Of  INCREASES  AMD  DECREASES 

The  decrease  in  outlaya  primarily  represent*  reduced  operating  expense* ,•  the  lowering  of  the 
projected  dividend  to  the  Treasury  and  the  valua  of  assets  reflect  the  continued  liquidation  of 
available  balance*. 

rwp  D1SCRIPTIOM 

The  Revolving  rund  (Liquidating  Programs)  was  established  by  the  Independent  Offices 
Appropriation  Act,  1955,  to  provide  a  aingla  fund  to  aasist  in  the  efficient  liquidation  of 
assets  acquired  under  varioua  housing  and  urban  development  programs.   The  aaaeta  of  certain  war 
and  emergency  houaing  constructed  under  the  Lanham  and  Related  Acta,  Alaska  Prefabricated 
Houaing,  War  Public  Works,  Defence  Community  Facilities  and  Reconstruction  Finance  Corporation 
public  agency  loan  programs  initially  were  included  in  thia  Fund.   At  the  end  of  1970,  the  Public 
Works  Planning  Advances,  Grants  to  Aid  Advance  Acquisition  of  Land,  and  the  Alaska  Houaing  Grant* 
and  Loans  programs  were  terminated  and  the  assets  were  transferred  to  thia  Fund  for  liquidation. 
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Revolving  Fund  (Liquidating  Programs) 

In  1975,  the  assets  and  liabilities  of  four  community  development  categorical  programs 
comprised  of  Basic  Hater  and  Sewer  Facilities,  Neighborhood  Facilities,  Open  Space  Land,  and 
Public  Facility  Loans  ware  included  in  the  Fund  pursuant  to  Section  117(b)  of  the  Housing  and 
Community  Development  Act  of  1974,  which  provided  for  such  transfers  to  facilitate  liquidation  of 
the  programs.   In  1984,  the  Hew  Communities  program  was  transferred  to  the  Revolving  Fund;  and, 
on  October  1,  1986,  the  Urban  Renewal  Program  was  transferred  to  the  Fund. 

The  Hational  Cranston-Gonzalez  Affordable  Housing  Act  repealed  the  Rental  Rehabilitation 
Grants  and  Rehabilitation  Loan  (Section  312)  programs.  Both  programs  were  transferred  to  the 
Revolving  Fund  (Liquidating  Programs),  effective  October  1,  1991,  pursuant  to  P.L.  102-27  and 
P.L.  102-139,  respectively. 

PROGRAM  ACTIVITY 

The  following  table  shows  the  status  of  the  Revolving  Fund  for  fiscal  years  1993-1995. 


ACTUAL 
1993 


ESTIMATE 
_1994_ 


ESTIMATE 
1995 


Source  of  Funds i 

Unobligated  balance,  start  of  year 

Receipts i 

Income 

Repayments 

Recaptures 

Total  available 

Application  of  Funds i 
Obligations! 

Project  Operations  for  Hew  Communities.... 

Cash  Management  -  Rental  Rehabilitation 
Grants  program 

Public  Facility  Loan  Expenses 

Operating  Bxpensest 

Rehabilitation  Loans 

Acquired  Security  and  Collateral 

Payment  to  Salaries  and  Expenses,  HDD 

Repayment  to  the  o.  8.  Treasury 

Total  Application  of  Funds 

Unobligated  Balance,  end  of  year 

SUMMARY  OF  VARIOUS  ASSETS  WITHIH  THE  REVOLVIHG  FPKD 

Assets  are  as  follows! 


Public  Facility  Loans  and  other 

Rental  Rehabilitation  Grants 

Rehabilitation  Loan  Fund 

Total  assets 

SUMMARY  OF  OBLIGATED  BALAHCE8  WITHM  THE  REVOLVMO  PUMP 

The  summary  of  obligated  balances,  end  of  year,  Is 


Public  Facility  Loans  and  other... 

Rental  Rehabilitation  Grants 

Rehabilitation  Loans,  Section  312. 
Total 


(Dollars  in  Thousands) 
$129,336       $105,981       $76,663 


27,166 
59,319 

6.844 


20,856 
56,300 


183,137 


20,000 
54,000 


150,663 


... 

90 

15 

39 

90 

90 

8,435 

10,900 

10,895 

6,828 

14,120 

9,084 

1,374 

1,254 

1,290 

100.000 

80.000 

55.000 

116,684 

106,474 

76,374 

76,663 


74,289 


SUMMARY  OF  ASSETS  BALAHCB8 


ACTUAL 

ESTIMATE         ESTIMATE 

1993 

1994            1995 

(Dollars  In  Thousands) 

$26,449 

$26,449        $26,449 

99,834 

53,834          6,634 

525.732 

452.363        408.223 

652,015 

532,646        443,306 

i  follows 

1 

SUMMARY  OF  OBLIGATED  BALMKZ8 

ACTUAL 

ESTIMATE         ESTIMATE 

-1222- 

m«              im 

(Dollars  In  Thousands) 

$731 

...         ... 

94,286 

$52,266       $7,071 

U«?o» 

.J..040        6.000 

104,326 

«0,32«       15,071 
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DEPARTMENT  OF  BOUSING  AND  URBAN  DEVELOPMENT 
SALARIES  AND  EXPENSES,  BOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  BUD*  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994,  and  1995. 

BUDGET  ACTIVITY  4j   COMMUNITY  PLANNING  AND  DEVELOPMENT 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

1995  VB  1994 

(Doll 

are  in  Thousands) 

168,912 

$71,286 

$71,194 

$74,845 

+$3,651 

994 

1,010 

990 

962 

-8 

1,016 

1,021 

1,012 

1,004 

-8 

Total  Budget  Activity $68,912 

Full-Time  Permanent  Appointments, 
End  of  Year 

Pull-Time  Equivalent  Employment... 

NOTE i   Full-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalents.   They  are  not  control  numbers  and 
may  vary  depending  on  conditions.   FTE  exclude  overtime  and  terminal  leave. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  staff  funded  under  this  activity  administer  the  Community  Development  Block  Grant 
(CDBG)  program,  including  the  Entitlement  program;  the  State  and  HUD-Administered  Small  Cities 
program;  Section  108  Loan  guarantees;  and  Section  107  Special  Purpose  Grants,  which  include  the 
Insular  Area  program,  Historically  Black  Colleges  and  Universities,  CD  Work  Study;  Technical 
Assistance;  plus  the  following  newly  authorized  programs  under  Section  107 i   Joint  Community 
Development,  Community  Outreach,  and  Community  Adjustment  Planning.   In  addition,  the  John  Beinz 
Neighborhood  Development  program  is  also  funded  under  CDBG  and  administered  by  Community  Planning 
and  Development  (CPD).   In  addition,  CPD  staff  is  administering  several  recently  enacted  CDBG 
supplemental  appropriations  for  disaster  assistance. 

CPD  also  administers  the  Borne  Investment  Partnerships  Grant  program  (BOMB),  including 
the  recently  enacted  supplemental  funding  for  disaster  assistance;  HOPE  3  (Homeowner ship  of 
Single  Family  Homes);  and  Youthbuild. 

CPD  staff  also  administer  the  Department's  homeless  assistance  programs.   At  the  present 
time,  these  programs  includei   Emergency  Shelter  Grants;  Supportive  Housing  Program  (formerly 
Transitional  Housing,  Permanent  Housing  for  the  Handicapped  Homeless);  Section  8 — Moderate 
Rehabilitation  (SRO);  Shelter  plus  Care;  and  the  Innovative  Homeless  Initiatives  Demonstration 
Program.   The  Budget  proposes  a  consolidation  of  homeless  programs  in  1995  into  one  new  program  - 
Homeless  Assistance  Grants.  Also,  the  Budget  proposes  to  transfer  the  Emergency  Food  and  Shelter 
program  to  BUD  from  FEMA  in  1995.   Finally,  this  staff  also  administers  the  Bousing  Opportunities 
for  Persons  with  AIDS  (HOPWA)  Program. 

The  1995  Budget  also  proposes  several  new  programs  and  initiatives  that  will  be 
administered  by  CPD.   These  include  Grants  for  Empowerment  Zones  and  Enterprise  Communities, 
Economic  Revitalization  Grants,  a  Community  Viability  Fund,  the  Neighborhood  "LIFT"  program,  and 
the  Colonies  Assistance  program. 

CPD  has  Departmentwide  responsibility  in  the  areas  of  energy,  relocation  and  acquisition 
policies  and  standards,  and  environmental  functions,  and  for  the  Comprehensive  Bousing 
Affordability  Strategy  (CHAS)  required  for  many  BUD  programs. 
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CPD  is  undertaking  a  major  new  initiative  in  partnership  with  localities  and  States 
(The  Consolidated  Plan)  to  reduce  unnecessary  Federal  paperwork,  simplify  Federal  requirements, 
and  reduce  administrative  burdens  by  consolidating  and  simplifying  planning,  application,  and 
reporting  requirements  for  HOME,  CDBG,  ESG,  and  BOPWA.   This  will  be  achieved  through 
coordinating  program  year  schedules  and  by  allowing  local  selection  of  program  year.   In 
addition,  CPD  will  combine  various  application  requirements,  including  the  CHAS,  BOMB  program 
description,  Community  Development  plan,  ESG  plan,  and  BOPWA  plan.   Reporting  requirements  will 
also  be  merged. 

The  following  inactive  programs  will  continue  to  require  staff  resources  to  manage 
completion  of  workload  already  in  the  pipeline  and/or  for  loan  servicing  related  activities i 
Urban  Development  Action  Grants  (DDAG);  Section  312-Rehabilltation  Loans;  Rental  Rehabilitation) 
and  Urban  Bomesteading.   Finally,  CPD  has  management  responsibility  for  the  Revolving  Fund 
( Liquidating  Programs ) . 

The  Office  of  Community  Planning  and  Development's  reorganization  goal  is  to  create  a 
bottom-up,  client-driven  organization  that  partners  with  communities  across  the  nation.   CPD  aims 
to  empower  communities  byi 

e  Supporting  local  efforts  to  transform  neighborhoods. 

•  Reinvigorating  economic  development  programs. 

•  Creating  new  jobs. 

•  Reducing  the  number  of  homeless  Americans. 

CPD  will  accomplish  its  goal  by  eliminating  the  regional  layer  of  bureaucracy  and  by 
making  the  field  more  customer-driven.   Regional  office  roles  will  now  be  performed  at  the  field 
office  or  headquarters  levels,  thus  strengthening  the  relationship  between  headquarters  and  the 
field. 

The  new  field  structure  will  offer  the  same  programs  and  services  as  the  existing  one. 
The  major  difference  is  that  CPD's  field  offices  will  be  more  responsive  to  customers'  needs. 

To  become  more  'field  driven,-  CPD  organized  a  working  group  of  field  and  headquarters 
staff  to  draft  a  reorganization  plan.   To  better  serve  customers  and  empower  the  field,  the 
working  group  took  an  in-depth  look  at  how  CPD's  structure  could  be  improved. 

CPD's  major  planning  objectives  aim  tot 

e  Provide  the  highest  level  of  services  to  CPD  grantees  with  a  highly  trained, 
proactive,  staff. 

e  Transfer  the  role  of  regional  offices  to  HOD  field  offices  to  provide  direct  service 
to  grantees. 

e  Establish  maximum  authority,  responsibility,  and  accountability  at  the  Field  Office 
level. 

•  Assist  customers  by  taking  a  holistic  approach  to  community  development  through 
comprehensive,  coordinated  communitywide  planning. 

Restructuring  of  authority  will  be  one  of  the  chief  tools  of  field  empowerment.   The 
Assistant  Secretary  will  now  have  direct  line  authority  to  the  field.  This  will  open 
communication  between  headquarters  and  the  field,  facilitating  quicker  resolution  of  problems, 
discussion  of  critical  issues,  and  formation  of  closer  working  partnerships. 

Field  CPD  directors,  through  waivers  and  delegations,  will  be  made  more  responsible  and 
accountable  for  the  delivery  and  management  of  programs.   They  will  have  the  authority  to  sign 
grant  awards,  conduct  competition  for  funds,  and  authorize  the  waiver  of  handbooks  and  CPD 

notices. 
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CPD  Field  Offices  will  be  restructured,  through  the  elimination  of  regional  roles,  to 
enable  field  staff  to  exercise  direct  management  control  over  a  full  range  of  programs. 

With  its  Field  Offices  reporting  directly  to  the  Assistant  Secretary  and  vested  with 
more  authority,  CPD  will  be  able  to  provide  quick  solutions  and  more  responsive  service  where  the 
rubber  meets  the  road. 

CPD's  headquarters  office  will  support  its  empowered  field  offices  through  the  'desk 
officer*  approach,  which  establishes  continuous  communication  and  a  direct  link  between  the  field 
and  the  Assistance  Secretary.   The  desk  officer  will  serve  as  an  ombudsperson  and  will  assist 
field  directors. 

This  approach  will  Increase  field  participation  in  policy  development,  encourage  rapid 
problem  resolution,  and  help  resolve  issues  affecting  both  grantees  and  staff. 

The  CPD  field  staff  will  have  a  newly  empowered  role  in  the  provision  of  training  and 
technical  assistance.   The  field  will  identify  staff  and  grantee  training  and  technical 
assistance  needs,  advise  headquarters  on  its  training  and  technical  assistance  strategic  plans, 
and  make  certain  discretionary  awards  of  technical  assistance  funds  in  support  of  grantee  needs. 

2.  WORKLOAD 

A  large  portion  of  the  workload  under  CPD  programs  is  directly  related  to  the  CDBG 
program,  including  managing  the  recently  enacted  disaster  assistance  supplemental  appropriations. 
The  1995  Budget  anticipates  a  significant  increase  in  workload  associated  with  the  many  new 
programs  and  initiatives  mentioned  earlier.   The  management  of  Homeless  programs  will  also 
require  significant  staff  resources,  especially  during  the  transition  from  categorical  funding 
under  many  separate  programs  to  the  new  reorganized  Homeless  Assistance  Program. 

The  recently  enacted  BOMB  and  Touthbuild  programs  are  expected  to  result  In  a  workload 
increase  for  CPD  staff.   Finally,  CPD  has  a  large  and,  due  to  new  programs,  an  increased 
monitoring  workload  In  the  areas  of  relocation  and  environmental  concerns. 

3.  SUMMARY  OF  STAFFIHG  REQUIREMENTS 


FULL-TIME  B00rV>T«"T  BMPLQVMEHT 


ACTUAL 
1993 


BUDGET 

ESTIMATE 

1994 


CURRENT 

ESTIMATE 

1994 


ESTIMATE 
1995 


INCREASE  + 
DECREASE  - 
1995  VB  1994 


Headquarters. 

Field 

Total,  PTE.. 


254 

767 

1,021 


265 

747 
1,012 


260 

744 

1,004 


The  decrease  of  8  PTE  between  the  1994  current  estimate  and  the  1995  Budget  estimate 
reflects  Departmental  priorities. 

The  following  table  provides  a  summary  of  the  distribution  of  grades  for  staff  In  this 
activity  for  1993,  1994  and  1995. 


HO. 


HS. 


HO. 


Exec.  Level  IV 1 

ES-5 2 

E8-4 8 

BS-2 1 

E8-1 3 

G8/GM-1S 45 

QS/GM-14 46 

GS/GM-13  and  below.  150 

TOTAL,  FTPS 256 

FTE  Employment 265 


674 
738 

824 
994 

145 
256 

671 
734 

816 
990 

140 
251 

668 
731 

808 
982 

751 

1,016 

265 

747 

1,012 

260 

744 

1,004 
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EXPLANATION   OF    STAFFING    REQUIREMENTS 

1.       HEADQUARTERS   EMPLOYMENT 

The   following  table  reflects  the  distribution  of    full-tune  equivalent  employment  for  CPD 
Headquarters  organizations! 

FULL-TIME    EQUIVALENT   EMPLOYMENT 


BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 
1993      1994      1994       1995     1995  vs  1994 


Immediate  Office  of  Assistant  Secretary       6         5  5  5  ... 

Deputy  Assistant  Secretary  for  Operations.  2  3  3  3  ... 
Executive  Operations  Staff t 

Policy  Coordination  Unit 8  5  9  14  +5 

Field  Coordination  Onit 8  5  6  8  +2 

Office  of  Management 32  32  32  22  -10 

Office  of  Environment  and  Energy 24  19  20  19  -1 

Deputy  Assistant  Secretary 

for  Economic  Development 2  3  8  8          ... 

Office  of  Economic  Development 28  21  21  21           ... 

Office  of  Special-Needs  Assistance 45  49  49  49 

Deputy  Assistant  Secretary 

for  Grants  Programs 1  3  3  3  ... 

Office  of  Block  Grants 40  43  43  42  -1 

Office  of  Affordable  Bousing  Programs...  48  49  49  49  ... 

Office  of  Technical  Assistance _21  _J2  _12  _12  j-ti 

Total,  Full-time  Equivalent  Employment  265  254  265  260  -5 

The  Headquarters  staff  is  responsible  for  providing  overall  supervision  and  direction  in 
the  implementation  of  new  CPD  programs  and  initiatives;  and  the  administration  of  existing  CPD 
programs  and  activities;  and  for  assuring  uniform  administration  and  efficient  management  of 
certain  Federal  assistance  activities.   This  includes i 

—  Development,  promulgation,  execution  and  management  of  policies,  procedures, 
standards  and  advisory  materials; 

—  Management  of  national  competitions  for  programs; 

—  Administering  funding  for  the  Section  108  CDBG  Loan  Guarantee  program,  including 
reviewing  applications,  arranging  financing,  and  managing  the  loan  guarantee 
portfolio; 

--  Coordination  of  program  resources  through  the  distribution  of  program  funds  and 
staffing  resources  among  Field  Offices; 

—  Imposition  of  sanctions  against  grantees  including  reductions,  disapprovals  and 
contract  conditions; 

Direct  oversight  and  evaluation  of  Field  Office  performance  and  training  of  Field 
office  staff; 

Coordination  and  oversight  of  Departmentwide  responsibilities  under  the  National 
Environmental  Policy  Act  and  related  statutes,  the  Uniform  Relocation  Act,  and  HDD's 
energy  mandates; 
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—  Management  of  the  Revolving  Fund  (Liquidating  Programs)  and  managing  the  closeout  of 
remaining  UDAG  projects  and  other  terminated  programs; 

—  Management  of  contractors  providing  technical  assistance  for  CPD  programs) 

—  Coordination  of  efforts  with  other  Federal  agencies  and  Federal  programs  on  high- 
visibility,  special  emphasis  areas  such  as  homelessnees,  disaster  recovery,  and 
colonies ;    and 

—  Evaluation  of  CPD  programs  to  determine  their  effectiveness  in  meeting  National 
goals  and  objectives  and  local  needs. 

2.   FIELD  OFFICE  EMPLOYMENT 

FULL-TIME  EOOTVALBNT  EMPLOYMENT 

BUDGET      CURRENT  INCREASE  ♦ 

ACTUAL     ESTIMATE    ESTIMATE    ESTIMATE     DKCRBASB  - 
1993       1994       1994       1995      1995  vs  1994 
PROGRAM/ACTIVITY I 

CDBGl 

Entitlement  Program 322.0  349.8  328.0  328.0 

State  t  Small  Cities 49.2  52.2  49.0  49.0 

Other  CDBO  Programs 3.9  3.8  4.0  4.0        JAt 

Total,  CDBG 375.1  405.8  381.0  381.0 

HOME 62.4       72.5      100.0      100.0 

HOMELESS  ASSISTANCE 125.8       131.0       131.0       128.0        -3.0 

HOPE  3 30.5       23.6       12.0        ...       -12.0 

CROSSCUTTING  RESPONSIBILITIES! 

Relocation/Acquisition...      26.8  26.1  24.0       24.0 

Environment 68.2  67.8  55.0       55.0 

CHAS 31.9  22.6  24.0  24.0        ... 

Total,  Crosscuttlng....     126.9  116.5  103.0  103.0 

TERMINATED  PROGRAMS 30.3  17.6  15.0  10.0  -5.0 

NEW  PROGRAMS  t    INITIATIVES        HA  HA  5.0  22.0  +17.0 

TOTAL,  FTE 751.0  767.0  747.0  744.0  -3.0 

a.   COMMUNITY  DEVELOPMENT  BLOCK  GRANTS 

Field  staff  responsibilities  for  the  Community  Development  Grant  program  in  1995  are 
based  on  the  following  areas  of  workload) 

—  dissemination  of  program  information  to  current  and  prospective  recipients, 
including  States  and  Federal  agencies; 

—  receipt  and  review  of  entitlement  statements  and  grantee  performance  reports; 
receipt  and  review  of  State  submissions  and  annual  performance  reports) 

—  receipt  and  review  of  Section  108  Loan  Guarantee  applications) 

—  provision  of  assistance  and  guidance  in  the  entire  range  of  program  policies) 

—  review  of  applications  for  assistance  under  Special  Purpose  Grants) 
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—  review,  rating,  and  approval  of  applications  for  Small  Cities  CDBG  funds  in  two 
Field  Offices; 

review,  award,  and  monitoring  of  Insular  Area  grants  in  two  Field  Offices; 

compilation  of  basic  data  for  reporting  on  the  use  of  funds  to  the  President, 
the  Congress,  and  the  public; 

—  on-site  and  in- house  monitoring  of  grantee's  activities  and  records  including 
issuance  of  a  written  report  of  findings  and  follow-up  to  ensure  resolution  of 
findings ; 

—  resolution  of  audit  findings;  and 

—  provision  of  training,  information,  and  assistance  to  local  programs. 

In  addition,  CPD  staff  is  involved  in  general  project  management  and  servicing, 
which  includes  financial  management,  routine  and  Congressional  correspondence,  litigation 
activities,  meetings  held  at  localities'  requests,  GAO  and  Inspector  General  audit  activities, 
telephone  communication,  technical  assistance  and  responses  to  complaints. 

b.   HOME 

Field  activities  in  1995  will  include  the  following! 

—  providing  information  and  assistance  to  States,  units  of  local  government, 
nonprofits,  developers,  and  citizens; 

conducting  training  of  participating  jurisdictions  and  nonprofits; 

—  reviewing  and  approving  requests  from  communities  seeking  designation  as 
consortia; 

reviewing  and  approving  program  descriptions; 

reviewing  and  approving  requests  to  use  different  forms  of  subsidy; 

—  reviewing  and  approving  resale  guidelines  for  first  time  homebuyer  programs; 

—  providing  assistance  and  information  in  setting  up  financial  and  recordkeeping 
systems  needed  to  access  the  Cash  and  Management  Information  System  and  to 
maintain  the  local  HOME  account; 

—  providing  assistance  and  guidance  on  the  entire  range  of  program  policies, 
including  those  dealing  with  income  targeting  and  affordability,  eligible 
activities,. requirements  for  nonprofits  to  qualify  for  set-aside  funds, 
matching  funds,  subsidy  limits,  and  model  programs; 

—  participating  in  the  selection  and  delivery  of  technical  assistance  being 
provided  under  contracts; 

—  start-up  activities  for  new  participating  jurisdictions; 

—  monitoring  of  performance  under  the  BOMB  Program; 

~  responding  to  citizen  complaints  and  other  inquiries  about  recipient 
performance;  and 

—  responding  to  audit  findings. 
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C.   HOMELESS  ASSISTANCE  PROGRAMS 

Field  staff  activity  includes  the  following i 

—  dissemination  of  program  information  to  current  and  prospective  recipients; 
coordination  of  Federal  efforts  to  end  homelessness; 

application  processing,  grant  management,  monitoring  and  grant  closeout; 

—  on-site  monitoring  of  grantee's  activities  and  records  Including  issuance  of  a 
written  report  of  findings  and  follow-up  to  ensure  resolution  of  findings) 

—  resolution  of  audit  findings j 

—  provision  of  training,  information,  and  assistance  to  local  programs;  and 

—  provision  of  assistance  and  guidance  on  the  entire  range  of  program  policies. 

d.  CROSSCPTTIMC  ACTIVITIES  -  RELOCATION/ACQUISITION 

The  Uniform  Relocation  Assistance  and  Real  Property  Acquisition  Policies  Act  of 
1970  (URA)  sets  forth  protections  for  the  owners  of  real  property  acquired  by  a  State  agency  for 
a  federally  assisted  project  or  program.   It  also  requires  that  relocation  payments  and  other 
assistance  be  provided  to  persons  displaced  as  a  result  of  such  acquisition.   Amendments  to  the 
URA  extended  relocation  assistance  requirements  to  persons  displaced  as  a  direct  result  of 
rehabilitation,  demolition  or  privately  undertaken  acquisition  for  federally  assisted  programs. 
For  BUD-assisted  programs  this  expanded  coverage  applies  to  displacements  occurring  on  or  after 
April  2,  1989.   All  HUD-assisted  activities  are  subject  to  the  URA.   CDBG,  HOKE,  and  UDAG- 
assisted  activities  are  also  covered  by  the  requirements  of  section  104(d)  of  the  Bousing  and 
Community  Development  Act  of  1974,  as  amended,  which  requires  the  replacement  of  low-  and 
moderate-income  housing  demolished  or  converted  to  another  use  and  the  provision  of  certain 
relocation  assistance  to  certain  low-  and  moderate-income  persons. 

To  determine  whether  persons  are  receiving  the  assistance  required  by  law  and 
program  regulations,  HUD  Field  staff  conduct  compliance  monitoring  site  visits  to  review  a  sample 
of  the  relocation  and  acquisition  records.  Interview  displaced  persons  and  persons  whose  property 
has  been  acquired,  and  inspect  replacement  housing  units  to  which  persons  have  moved.   The  timing 
of  visits  and  the  size  of  the  sample  reflect  Field  judgment  of  past  locality  performance.   Other 
Field  staff  activities  include  the  provision  of  technical  assistance  and  training  to  local  agency 
staff)  and  the  review  of  grievances  filed  by  displaced  persons  and  the  review  of  certain 
applications  and  reports.   Under  the  State-administered  Small  Cities  CDBG  programs,  the  State  now 
performs  a  similar  role  with  respect  to  its  subgrantees.   HUD  provides  assistance  to  States  and 
monitors  States'  performance. 

e.  CROSSCUTTIHG  RESPONSIBILITIES  -  ENVIRONMENT  AMD  EHERGY 

Community  Planning  and  Development  has  Departmentwide  responsibility  for 
environmental  and  energy  concerns.   This  environmental  responsibility  includes  implementation  of 
the  National  Environmental  Policy  Act  of  1969  as  it  relates  to  HUD  programs,  and  implementation 
of  related  statutes,  executive  orders  and  regulations.   The  energy  responsibility  Includes 
activities  related  to  energy  production,  distribution  and  conservation  supporting  both  housing 
and  community  development  objectives.   Assistance  is  provided  to  CDBG  communities  and  through  the 
application  of  State  energy  resources  to  communities'  CDBG  programs.   The  environmental  staff 
provides  assistance,  advice,  orientation  and  guidance  to  HUD  applicants,  potential  applicants  and 
clients— including  CDBG  communities  and  housing  developers — on  procedural  and  technical  aspects 
of  environmental  assessments  and  compliance  findings  associated  with  related  environmental  laws. 
The  HcKlnney  Act  and  HOME  and  HOPE  programs  will  increase  the  need  for  environmental  training  for 
HUD  field  staff  who  will  be  completing  environmental  reviews  for  nonprofit  recipients  and 
assisting  new  governmental  clients.   Environmental  monitoring  will  also  be  required  for  new 
governmental  recipients.   Environmental  staff  also  have  the  responsibility  to  review  other 
agencies'  Environmental  Impact  Statements  In  HUD's  areas  of  expertise.   In  addition,  the 
environmental  Field  staff  also  provides  environmental  assistance  and  training  to  other  HUD  staff 
and  coordinates  responses  under  Executive  Order  12372,  participates  in  hazard  mitigation  teams, 
and  cooperates  with  other  agencies  on  large  scale  projects  and  special  hazardous  or  sensitive 
areas. 

K-7 
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f .  CROSSCUTTING  RESPONSIBILITIES  -  C  HAS /COM  SO  I,  I  DATED  PLAN  I 
In  1994  and  1995,  Field  Office  activities  will  include! 

—  providing  information  and  assistance  to  jurisdictions  which  need  to  submit 
Consolidated  Plans,  and  other  applicants  for  funds  in  jurisdictions  which  have 
not  submitted  Consolidated  Plans; 

—  providing  information  and  assistance  to  nonprofit  applicants  for  HDD  programs 
on  obtaining  certifications  of  consistency  from  the  appropriate  jurisdiction; 

—  reviewing  the  Consolidated  Plan  for  conformance  with  regulatory  requirements; 
preparing  approval /disapproval  letters  to  jurisdictions; 

responding  to  citizen  complaints  about  the  Consolidated  Plan; 

—  preparing  and  conducting  training  of  jurisdictions  on  Consolidated  Plan 
requirements; 

—  providing  information  and  assistance  to  all  jurisdictions  and  applicants  on 
Consolidated  Plan  requirements,  as  well  as  available  1990  Census  Data; 

—  monitoring  jurisdictions  performance  under  the  Consolidated  Plan; 

reviewing  the  jurisdictions'  performance  reports; 

coordinating  the  review  of  the  performance  reportB  with  other  parts  of  the 
Field  Office  and  preparing  the  Field  Office  letter  to  the  grantee; 

—  preparing  HUD's  report  on  each  jurisdiction's  performance;  and 

determining  whether  each  jurisdiction's  performance  report  warrants  action  on 
the  approval  of  the  next  Consolidated  Plan  or  in  funding  programs  covered  by 
the  Consolidated  Plan. 

g.  TERMINATED  PROGRAMS 

Field  staff  responsibilities  for  terminated  programs  are  based  on  the  following 
areas  of  workload i 

—  monitoring  and  managing  of  program  activities  being  carried  out  by  grantees; 
closing  out  of  projects  and  programs  once  activities  are  completed; 

—  providing  guidance  local  public  and  private  sector  parties  on  all  aspects  of 
implementing  and  completing  their  programs;  and 

—  resolving  audit  findings. 
TRAVEL 

The  table  below,  identifies  travel  requirements  unique  to  this  activity. 


Headquarters. . . . 
Field 

Total,  Travel. 


BUDGET      CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE     ESTIMATE     ESTIMATE 

DECREASE  - 

1993 

1994         1994         1995 

1995  vs  1994 

(Dollars  in  Thousands) 

$404 

$575         $533         $600 

+$67 

580 
984 

749          521          607 
1,324       1,054       1,207 

+86 
+153 
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Salaries  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  4i   Community  Planning  and  Development 

Significant  additional  travel  needs  are  projected  for  1995.   For  headquarters,  the  increase 
is  to  provide  additional  resources  to  continue  the  major  outreach  effort  to  grantees,  public 
interest  groups,  non-profit  organizations  and  elected  officials,  to  enlist  their  ideas  and 
conduct  consultations  concerning  program  reorganizations,  improvements  to  programs  and  simplified 
reporting  procedures.   In  addition,  empowering  the  Field  staff,  the  Field  reorganization  and 
CPD's  reinvention  efforts  require  significant  increases  in  consultation  and  coordination  between 
the  Assistant  Secretary  and  the  CPD  directors  in  the  40  offices  throughout  the  country.   Field 
travel  increases  are  to  meet  the  demands  of  additional  on-site  monitoring,  the  need  to  share 
technical  specialists  (relocation,  environmental,  rehabilitation,  financial)  between  offices,  and 
to  enable  Field  staff  to  carry  out  their  heightened  responsibilities  in  the  areas  of  training  and 
partnership  role  with  communities  and  non-profit  organizations. 

CONTRACTS 

The  table  below  identifies  contract  requirements  unique  to  this  activity. 


Data  and  Statistical  Services 

Public  Information  Services.. 

Technical  Services 

Total ,  Contracts 

An  increase  in  Data  and  Statistical  Services  is  based  on  past  experience  on  the  cost  of 
Bureau  of  Census  and  Bureau  of  Labor  Statistics  Enterprise  Zones  data  and  restores  funding  to  the 
1994  budget  level. 

An  increase  in  Public  Information  Services  is  to  fund  presentation  of  Interactive  Forums 
during  1995.   These  Interactive  Forums  provide  an  opportunity  to  build  partnerships  between 
Federal,  State,  local  government  and  non-profit  groups  and  to  work  together  to  develop 
comprehensive,  coordinated  approaches  to  dealing  with  community  problems. 

An  increase  in  Technical  Services  is  to  fund  one  or  more  advisory  services  contracts  to 
provide  assistance,  research  and  analysis  to  the  Assistant  Secretary  and  senior  management  staff 
in  the  implementation  of  program,  budget  and  legislative  changes. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Doll 

are  in  Thousands ) 

1 

$199 

SI 

$200 

+$199 

12 

20 

37 

SO 

+  13 

300  t 

173 

255 

400 

+  145 

313 

392 
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DEPARTMENT  OP  HOUSING  AND  URBAN  DEVELOPMENT 


POLICY  DEVELOPMENT  AND  RESEARCH 


RESEARCH  AND  TECHNOLOGY 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATB 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASB  - 

1993 

1994 

1994 

1994 

199S 

1995  va  1994 

(Dollars  in  Thousands) 


Program  Levels i 
Obligations. . . 


Budget  Authority 
(Appropriations) i 


Enacted  or  Proposed. 


NA   $38,205 


23,250  a/   35,000 


a/  The  1993  Appropriations  Act  (P.L.  102-389)  enacted  $25  million  for  this  account.   The 
amount  shown  is  net  of  transfers  of  $1.7  million  to  other  organizations  as  specified  in 
P.L.  102-389  and  the  1992  Supplemental  Appropriations  Act  (P.L.  102-368). 

SUMMARY  OF  BUDGET  REQUEST 

1.   SUMMARY  OP  BUDGET  REQUEST 

The  1995  Budget  proposes  an  appropriation  of  $40  million  for  research,  policy  analysis 
and  program  evaluation  and  monitoring  activities.   This  appropriation  is  administered  by  the 
Assistant  Secretary  for  Policy  Development  and  Research  (PDiR).   PD&R  will  concentrate  its 
efforts  on  advancing  the  Secretary's  priorities,  performing  program  evaluations  and  program 
monitoring  projects  and  continue  with  ongoing  projects.   The  1995  request  is  an  increase  of 
$5  million  over  the  1994  appropriation  of  $35  million. 

The  major  efforts  to  be  initiated  or  continued  in  1995  focus  on  the  Department's  central 
policy  challenges  and  initiatives.   Substantial  resources  will  be  committed  to  long-term 
monitoring  and  evaluation  of  the  Moving  to  Opportunity  (MTO)  demonstration,  as  well  as  broader 
analyses  of  the  role  of  HUD  programs  in  facilitating  household  mobility  and  choice,  including  the 
new  Moving  to  Independence  program  (proposed  at  $149  million  with  fiscal  year  1995  funding).   In 
addition,  PDSR  will  begin  a  multiyear  evaluation  of  the  Urban  Revitalization  Demonstration, 
focusing  on  the  creation  of  mixed  income  developments  and  long-term  impacts  on  residents  of 
distressed  public  housing  and  their  neighborhoods.   PDiR  will  also  conduct  an  in-depth 
examination  of  the  costs  of  operating  public  housing  projects,  develop  performance  standards,  and 
assess  the  adequacy  of  the  Performance  Funding  System. 

Funds  will  also  be  provided  for  evaluation  design  and  baseline  data  collection  for  urban 
Empowerment  Zones  and  Enterprise  Communities  and  for  establishing  and  updating  a  database  on  low 
income  housing  tax  credit  projects  and  associated  research  using  the  database.   In  addition,  PD&R 
will  undertake  increased  research  and  monitoring  related  to  homelessness  and  HUD  homeless 
assistance  programs,  consistent  with  the  Department's  proposal  to  increase  funding  for  these 
programs  and  to  reorganize  their  structure. 

In  support  of  the  Department's  fair  housing  and  fair  lending  initiatives,  PDiR  will 
initiate  research  on  the  extent  to  which  minority  families  and  neighborhoods  are  denied  access  to 
credit,  and  will  begin  work  on  the  design  of  an  evaluation  of  metropolitan  fair  housing  waiting 
lists.   PDiR  will  also  initiate  a  major  evaluation  of  the  potential  of  Section  3  to  generate 
lasting  employment  opportunities  for  welfare-dependent  residents  of  public  housing.   This 
evaluation  will  test  the  impacts  of  both  Section  3  and  income  exemptions  or  ceiling  rents  on 
employment  and  self-sufficiency  among  very  low- income  residents  of  public  housing. 

Research  on  building  technology  will  focus  on  major  factors  that  contribute  to  the  high 
coat  of  housing  construction.   Specifically,  PDiR  will  conduct  research  on  alternatives  to  lumber 
in  single-family  housing  construction,  and  will  sponsor  development  of  model  state  zoning  and 
land  laws  to  reduce  regulatory  barriers  to  affordable  housing  development. 
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A  strong  Research  and  Technology  program  Is  absolutely  vital  to  the  Administration's 
effort  to  "Reinvent  BOD"  and  make  it  an  advocate  for  the  cities  and  distressed  rural  areas  of 
America.   It  is  central  to  HDD's  ability  to  improve  program  performance;  enhance  management 
effectiveness;  and  ensure  the  responsive,  flexible  and  efficient  use  of  our  Pederal  resources. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  THE  1994  BUDGET 

The  funds  actually  obligated  in  1993  ($23.2  million)  were  $2.9  million  leas  than  the 
$26.1  million  estimated.   This  reduction  occurred  primarily  because  funds  for  several  projects 
were  reserved  in  1993  but  not  obligated  by  the  end  of  the  fiscal  year.   Funds  for  these  projects 
were  obligated  in  1994. 

Actual  outlays  of  $28  million  were  more  than  the  estimate  of  $24  million, 
primarily  due  to  contractors  billing  on  a  quicker  pace  than  anticipated.   The  higher  outlays  in 
1993  are  offset  by  lower  outlays  estimated  for  1994. 

3.  CHANGES  FROM  ORIGIRAL  1994  BUDGET  ESTIMATES 

The  1994  Budget  requested  and  Congress  enacted  an  appropriation  of  $35  million.   The 
increase  in  the  1994  obligation  estimate  is  due  to  the  $3.1  million  of  unobligated 
funds  carried  over  from  1993,  which  will  be  obligated  in  1994.   The  decrease  in  the  outlays 
estimate  is  due  to  a  lower  obligated  (unliquidated)  balance  carried  forward  from  1993  than 
previously  projected. 

The  current  distribution  of  the  1994  appropriation  among  the  different  research 
categories,  which  is  shown  below  in  this  justification,  differs  from  the  1994  Budget  because  of 
several  factors.   Category  I,  Program  Evaluation  and  Monitoring,  although  decreased  slightly, 
provides  funds  for  the  Performance  Funding  System  Evaluation  as  required  by  the  Conference  Report 
on  the  1994  Appropriations  Act,  and  establishing  a  database  and  sampling  frame  for  projects 
receiving  low  income  housing  tax  credits.   Category  II  A,  Housing  Programs,  has  been  Increased  to 
provide  funds  for  the  Housing  Assistance  Council  including  the  loan  fund  and  for  the  National 
American  Indian  Housing  Council  as  required  by  the  Conference  Report  on  the  1994  Appropriations 
Act.   Category  II  B,  Safety  and  Standards,  although  slightly  decreased,  provides  funds  for 
housing  technology  research  as  authorized  by  Section  933  of  the  1992  Housing  Act,  and  as  required 
by  the  Conference  Report  on  the  1994  Appropriations  Act.   It  also  provides  funds  for  the 
unobligated  portion  of  the  lead-based  paint  research  and  studies  mandated  in  the  1993 
Appropriations  Act.   Category  II  C,  Bousing  Markets,  has  been  increased  and  continues  to  include 
high  priority  research,  such  as  the  American  Housing  Survey  (AHS)  which  has  a  new  enlarged  sample 
and  includes  an  expanded  number  of  metropolitan  areas,  and  work  on  housing  and  financial  markets. 
Category  II  D,  Fair  Housing,  has  been  increased  to  conduct  research  in  support  of  the 
Department's  expanded  fair  housing  and  fair  lending  initiatives.   Category  II  E/F,  Local 
Management/Community  Orban  Development,  has  been  reduced  to  provide  funds  for  the  mandated 
projects  and  other  projects.   Category  II  G,  Research  Support,  has  been  increased  due  to 
additional  usage  of  research  utilization  technical  expertise  and  support  services.   Additionally, 
the  increase  will  provide  funds  for  the  unobligated  portion  of  the  Rational  Academy  of  Public 
Administration  study  of  HDD  staffing  and  management  mandated  in  the  1993  Appropriations  Act. 

The  distribution  of  the  1994  obligation  estimate  is  consistent  with  the  Operating  Plan 
submitted  to  the  Appropriations  Committees  in  December  1993. 

EXPLANATION  OF  INCREASES  AND  DBCREASES 

The  increase  in  the  1995  estimate  directly  results  from  the  increased  appropriation  request 
of  $40  million  which  is  necessary  to  meet  the  anticipated  research  and  program  evaluation  and 
monitoring  needs  of  the  Department.   The  increase  in  Category  II  C,  Housing  Markets  provides  for 
new  surveys  required  to  measure  customer  service  and  to  monitor  performance  agreements.   Category 
I,  although  slightly  reduced,  provides  for  the  design  and  baseline  data  collection  for  evaluation 
of  Orban  Empowerment  Zones  and  Enterprise  Communities.  All  other  decreases  were  made  to  provide 
funds  for  the  Census'  American  Housing  Survey. 
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PROGRAM  DESCRIPTION  AMD  ACTIVITY 

1.  Legislative  Authority.   Title  V  of  the  Housing  and  Urban  Development  Act  of  1970,  aa 
amended,  authorizes  and  directs  the  Secretary  to  undertake  programs  of  research,  studies,  testing 
and  demonstrations  relating  to  the  missions  and  programs  of  the  Department,   work  under  this 
authority  Is  a  principal  source  for  Departmental  program  and  policy  reforms.   In  order  to  assure 
effective  use  of  the  results  of  these  activities,  the  Secretary  Is  authorized  to  disseminate 
significant  reports,  data,  and  Information  to  departments  and  agencies  of  Federal,  State  and 
local  governments,  to  Industry,  and  to  the  general  public. 

2.  Policy  Development  and  Research  Organization.   The  Assistant  Secretary  for  Policy 
Development  and  Research  (PD4R)  is  responsible  for  the  development,  planning,  and  execution  of 
HUD  research  and  demonstration  programs;  for  assisting  in  the  formulation  of  Department  policy; 
and  for  disseminating  HUD  research  results.   In  addition,  the  PD&R  organization  has  principal 
responsibility  for  providing  program  evaluation  and  program  monitoring,  economic  and  policy 
analysis,  and  staff  assistance  to  the  Secretary  in  determining  national  housing  and  community 
development  goals,  program  priorities,  and  objectives. 

3.  Goals  of  the  Research  Program.   The  HUD  mission,  as  identified  by  Secretary  Cisneros,  is 
to  help  people  create  communities  of  opportunity.   The  goals  of  the  research  program  parallel  the 
six  priorities  by  which  HUD  seeks  to  accomplish  its  mission.   These  priorities  arei   (1)  reduced 
homelessness;  (2)  revitalization  of  severely  distressed  public  housing;  (3)  increased  housing 
production;  (4)  reduction  of  racial  barriers  to  residential  mobility;  (S)  reinvigoration  of 
economically  distressed  communities;  and  (6)  bringing  excellence  to  HUD's  management.   The 
Department's  research  program  will  focus  on  these  objectives. 

The  primary  goal  of  the  research  program  is  to  increase  the  effectiveness  of  HUD's 
programs  by  providing  information  on  which  to  base  future  policy  decisions.   The  research  program 
forms  the  analytical  foundation  for  change  and  reform  within  the  Department. 

It  also  provides  an  essential  element  of  the  Department's  efforts  to  eliminate  fraud, 
abuse,  and  mismanagement.   The  1995  program  will  focus  HUD's  research  agenda  on  HUD's  policy 
goals  and  provide  vital  information  on  HUD's  ability  to  achieve  these  goals. 

RESEARCH  OBLIGATIONS  BY  PROGRAM  AREAS 

Obligations  in  the  Department's  research  program,  by  major  program  areas,  are  shown  in  the 
table  below.   Some  activities  overlap  into  more  than  one  area. 

BUDGET    CURRENT  INCREASE  + 

ACTUAL    ESTIMATE   ESTIMATE   ESTIMATE  DECREASE  - 

1993      1994      1994       1995  1995  vs  1994 
(Dollars  in  Thousands) 

I.   Program  Evaluation  and  Monitoring.  $3,310  $8,550  $8,005  $8,000  -$5 

II.   Research  and  Technology i 

A.  Housing  Programs 187  2,500  5,006  4,900  -106 

B.  Safety  and  Standards 1,420  1,500  1,300  1,070  -230 

C.  Housing  Markets 16,036  20,000  20,250  22,530  +2,280 

D.  Fair  Housing 25  750  1,000  1,000 

E/F.   Local  Government  Management, 

Community  Urban  Development      36       500       426       390        -36 

G.   Research  Support 2.203     1.300     2,218     2,210         -8 

Total 23,216  a/  35,100    38,205    40,100     +1,895 

a/  Excludes  $1,750  thousand  of  1992/1993  appropriated  funds  which  were  designated  for 

transfers $1,000  thousand  to  the  National  Commission  on  Manufactured  Housing 

(1993  Appropriations  Act),  $500  thousand  to  the  National  Commission  on  Manufactured 
Bousing  (1992  Supplemental  Appropriations  Act)  and  $250  thousand  to  the  National 
Commission  on  Severely  Distressed  Public  Housing  (1992  Supplemental  Appropriations  Act). 
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BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  vs  1994 

Research  and  Technology 


(Dollars  in  Thousands) 

I.   PROGRAM  EVALUATION  AND  MONITORING    $3,310    $8,550     $8,005     $8,000        -$S 

PD&R  Is  conducting  a  multiyear  initiative  to  strengthen  its  program  monitoring  and 
program  evaluation  functions  as  part  of  the  Department's  overall  effort  to  improve  program 
efficiency  and  effectiveness.   As  part  of  that  effort,  divisions  within  PDtR  were  created  to 
highlight  and  carry  out  program  monitoring  and  evaluation  activities  and  to  work  with  the  other 
Offices  of  HUD  to  conduct  a  coordinated  and  comprehensive  program  of  program  monitoring  and 
evaluation.   These  initiatives  continue  to  guide  the  direction  of  PDtR  into  fiscal  year  1995. 

The  program  evaluation  and  monitoring  Initiative  has  five  major  objectives i 

to  augment  and  improve  existing  management  information  systems  for  monitoring  and 
evaluation  purposes  by  examining  those  data  systems  for  quality,  information 
coverage,  and  policy  relevance; 

to  monitor  existing  programs  more  effectively  by  ascertaining  whether  they  are 
reaching  the  intended  target  populations,  whether  the  programs  are  being  delivered 
in  an  efficient  manner,  and  whether  the  program  costs  are  in  balance  with  program 
benefits; 

to  build  into  new  programs,  monitoring  and  evaluation  criteria  and  their  reporting 
systems,  before  programs  are  implemented; 

—   to  implement  an  agenda  for  the  timely  and  periodic  evaluation  of  all  programs  to 
ascertain  their  impact,  efficiency,  and  effectiveness;  and, 

to  bring  about  demonstrated  improvements  in  the  design,  implementation,  and 
management  of  HUD  programs. 

Program  Monitoring  Projects.   The  multiyear  agenda  for  program  monitoring  consists  of 
analyzing  the  adequacy  of  existing  and  proposed  program  information  systems  to  provide  timely  and 
relevant  information;  implementing  improvements  to  existing  systems  or  the  creation  of  systems  to 
support  new  programs;  and,  the  formulation  and  reporting  of  a  series  of  program  performance 
indicators  in  support  of  program  management  and  program  development. 

Although  the  identification  of  program  information  weakness  and  the  implementation  of 
improvements  will  continue,  there  will  be  greater  emphasis  in  1995  in  the  design  of  program 
indicators,  including  sampling  frames  and  a  data  base  for  the  Low-Income  Housing  Tax  Credit 
program  and  the  use  of  those  indicators  to  identify  how  successfully  various  programs  are 
functioning.   In  addition,  to  make  HUD  more  consumer-oriented,  customer  service  standards  and 
methods  for  measuring  customer  service  quality  will  be  developed. 

Program  Evaluation  Projects.   The  multiyear  agenda  for  program  evaluation  consists  of 
evaluating  existing  HUD  programs  to  determine  whether  these  programs  are  reaching  their  intended 
beneficiaries  and  providing  the  Intended  results,  whether  program  costs  are  reasonable,  and 
whether  programs  are  having  any  unintended  effects. 

Evaluations  of  the  following  programs  or  program  areas  will  be  undertaken  or  continued 
in  fiscal  year  1995 i   Public  Housing  Comprehensive  Grant  Program,  the  Public  Housing  Management 
Assessment  Program,  Family  Self-Suff iciency.  Public  Housing  Performance  Funding  System  (required 
by  Conference  Report  on  the  1994  Appropriations  Act),  Moving  to  Opportunities  Demonstration, 
Section  108  Loan  Guarantee  program,  PHA-Insured  multlfamily  housing  preservation,  homeownership 
vouchers,  State  CDBG  program.  Empowerment  Zones  and  Enterprise  Communities,  the  Urban 
Revitalization  Demonstration,  the  evaluation  of  low-income  homeownership  efforts,  Shelter  Plus 
Care,  HOPE  for  Elderly  Independence  (including  the  Congressionally  mandated  comparison  with  the 
Revised  Congregate  Housing  Services  program),  and  HOME,  Indian  Housing,  Section  202  for  the 
Elderly. 
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II.   Research  and  Technology 

BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 

1993     1994      1994       1995  1995  vs  1994 
(Dollars  in  Thousands) 

A.   HOUSING  PROGRAMS $187     $2,500     $5,006     $4,900      -$106 

Research  work  In  this  area  continues  to  develop  strategies  for  increasing  the 
efficiency  and  effectiveness  of  Federal  housing  programs  for  low-income  families.   Major  research 
areas  include  the  future  of  the  multif amily  assisted  rental  stock,  and  efforts  in  support  of  the 
Department's  war  on  crime,  including  drug-related  crime. 

As  directed  in  the  Conference  Report  on  the  1994  Appropriations  Act,  $3,000  thousand 
is  available  in  1994  for  the  Housing  Assistance  Council  including  the  loan  fund  and  $500  thousand 
for  the  National  American  Indian  Housing  Council. 

Public  Housing.   The  research  agenda  for  the  public  housing  program  will  continue  to 
focus  on  HOD'S  efforts  to  empower  public  housing  residents  and  improve  their  housing  conditions. 
Research  will  be  initiated  to  document  and  assess  Public  Housing  Agencies'  efforts  to  develop 
comprehensive  interventions  for  distressed  and  troubled  public  housing  projects  and  the  range  of 
physical  and  design  solutions.   PDiR  will  initiate  a  major  examination  of  the  costs  of  performing 
public  housing  management  functions,  the  adequacy  of  the  Performance  Funding  System,  and 
appropriate  performance  standards  for  Public  Housing  Agencies.   Also  addressed  will  be  the 
impacts  of  occupancy  and  rent  rules  on  public  housing  residents  and  management,  and  crime 
prevention  and  drug  elimination  strategies. 

Low-Income  Rental  Housing.   The  research  agenda  for  low-income  rental  housing  will 
continue  to  focus  on  HUD's  efforts  to  promote  af fordability  and  to  provide  economic  opportunities 
to  low-income  families.   The  Multif amily  Preservation  data  base,  will  be  used  to  conduct 
additional  analyses  and  evaluations  of  preservation  incentives.   A  study  of  the  characteristics 
and  occupancy  of  housing  developed  with  low-income  housing  tax  credits  will  be  undertaken,  as 
well  as  will  be  a  study  of  the  feasibility  and  characteristics  of  mixed  income  housing.   An 
analysis  of  the  effect  of  PHA  waiting  lists  on  targeting  housing  assistance  and  increasing 
housing  opportunities  will  be  continued.   A  study  to  assess  selected  HUD  efforts  to  help  assisted 
families  achieve  economic  independence  will  be  conducted. 

Homeless  Assistance.   Research  into  basic  issues  on  homelessness  will  be  conducted, 
including  homeless  recidivism  and  the  cost  and  effectiveness  of  prevention  initiatives.   Work 
will  continue  to  examine  the  effectiveness  of  services  in  helping  families  and  individuals 
achieve  permanent  housing  solutions. 

Special  Users.   Special  user  research  will  focus  on  technologies  and  construction 
methods  that  foster  the  provision  of  affordable  housing  that  is  accessible  for  disabled  persons. 
A  study  to  identify  models  of  effective  accessible  construction  design  will  be  undertaken,  as 
well  as  the  development  of  guides  to  accessible  rehabilitation. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

B.   SAFETY  AND  STANDARDS $1,420    $1,500    $1,300     $1,070       -$230 

The  principal  goal  of  this  research  is  to  aid  in  providing  safe  and  sound  housing  at 
an  affordable  cost.   Research  on  building  technology,  environmental  hazards,  manufactured 
housing,  and  simplification  of  building  regulations  are  all  covered  under  this  category.   As 
directed  in  the  Conference  Report  on  the  1994  Appropriations  Act  and  as  authorized  by  Section  933 
of  the  1992  Housing  Act,  $250  thousand  is  available  in  1994  for  housing  technology  research. 
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Research  and  Technology 

Residential  Safety  and  Technology.   Research  is  undertaken  to  explore  new  cost-saving 
technologies  for  production,  rehabilitation,  and  maintenance  that  enhance  af fordability  and  to 
identify  regulatory  barriers  that  contribute  to  the  high  cost  of  housing  construction.   Work  will 
continue  on  manufactured  housing  research  with  particular  attention  given  to  wind  standards  and 
energy  and  ventilation  standards.   Research  will  continue  on  alternatives  to  lumber  in  single 
family  housing. 

Research  support  will  be  provided  to  develop  model  state  zoning  codes,  model 
subdivision  ordinances  and  model  impact  fee  laws  for  use  by  State  and  local  governments.   In 
addition,  in  response  to  Section  1207  of  the  HCD  Act  of  1992,  continued  research  on  local 
government  barriers  and  strategies  to  eliminate  the  barriers  will  proceed. 


HOUSING  MARKBTS. 


BUDGET    CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE   ESTIMATE 

ESTIMATB 

DBCRBASB  - 

1993 

1994       1994 

1995 

1995  vs  1994 

(Dollars  la 

Thousands ) 

16,036 

$20,000    $20,2S0 

$22,530 

♦$2,2B0 

Housing  and  financial  market  data  are  essential  for  the  formulation  of  housing  and 
community  development  policy.   As  rapid  changes  in  the  housing  and  housing  finance  markets 
continue  to  occur,  it  is  essential  for  policymakers  to  keep  abreast  of  these  changes  and  to 
understand  their  potential  and  actual  impacts  on  Homebuilding,  the  af fordability  and  availability 
of  both  owner-occupied  and  rental  housing,  and  on  FHA  and  GHMA  activity  and  soundness.   The 
increase  from  1994  to  1995  will  provide  for  an  expansion  of  the  American  Housing  Survey. 

Surveys  of  Housing.   To  meet  the  need  for  reliable  and  up-to-date  information,  PD4R 
developed  and  now  maintains  several  major  data  series  on  national,  regional,  and  local  economic 
and  housing  market  conditions.   These  series  include  the  American  Housing  Survey,  the  Survey  of 
Market  Absorption  of  Mew  Mult  If  ami  ly  Units,  the  Survey  of  Hew  One-Family  Houses  Sold  and  for 
Sale,  the  Survey  of  Housing  Completions,  the  Survey  of  Mobile  Home  Placements,  the  Residential 
Finance  and  Components  of  Inventory  Change  Surveys,  and  surveys  of  mortgage  lending  activities. 
Most  of  these  data  series  are  collected  by  the  Bureau  of  the  Census  and  Issued  jointly  by  the 
Bureau  of  the  Census  and  HUD  in  monthly,  quarterly,  or  annual  housing  and  construction  reports. 

Housing  and  Financial  Markets.   A  study  of  the  dynamics  of  housing  markets,  which  will 
provide  improved  understanding  of  the  impacts  of  Federal  housing  programs,  other  welfare 
programs,  and  tax  policy  on  housing  market  conditions  and  on  public  welfare,  will  be  continued. 
An  exploratory  study  of  the  condition  of  America's  housing  in  urban  and  rural  areas  will  also  be 
continued.   This  work  would  be  designed  to  supplement  the  American  Housing  Survey  with  ether 
sources  of  data  on  housing  conditions. 

Several  areas  will  be  covered  by  housing  finance  research.   The  financial 
characteristics  of  the  multifamily  housing  projects  will  be  examined  using  the  Survey  of 
Residential  Finance.   Preliminary  evaluations  of  HUD's  multifamily  risk-sharing  demonstrations 
with  state  housing  agencies  and  secondary  market  agencies  will  be  conducted.   In  the  single- 
family  area,  HUD  will  continue  examining  the  characteristics  of  FHA  borrowers,  the  determinants 
of  mortgage  defaults,  and  the  effectiveness  of  alternatives  to  mortgage  foreclosure.   In 
addition,  information  will  be  gathered  on  the  performance  of  affordable  housing  initiatives  in 
both  the  public  and  private  sectors. 

In  addition,  support  will  be  provided  to  the  Secretary  for  certain  Government- 
Sponsored  Enterprises  (GSEs)  activities,  including:   (1)  consideration  of  new  program  requests; 
(2)  administration  of  low-  and  moderate- income  housing  requirements:  (3)  administration  of  fair 
housing  requirements;  and  (4)  writing  annual  reports  to  Congress. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATB 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in   Thousands) 
FAIR  HOUSING $25      $750      $1,000      $1,000 
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Research  and  Technology 

The  Department's  research  agenda  in  the  area  of  fair  housing  will  include  the  impact 
of  the  Section  8  and  public  housing  programs  on  patterns  of  segregation  and  desegregation.  A 
study  of  Metropolitan  fair  housing  waiting  list  will  be  undertaken,  and  analyses  will  be 
initiated  of  housing  market  discrimination  by  lenders,  appraisers,  insurers,  and  other  housing 
market  intermediaries;  Research  will  also  be  conducted  on  Title  VI  and  Title  III  enforcement  and 
to  support  the  Department's  expanded  fair  housing  and  fair  lending  initiatives. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

B/P.   LOCAL  GOVERNMENT  MANAGEMENT, 

COMMUNITY  AND  URBAN  DEVELOPMENT     S36      $500      $426         $390  -$26 

This  research  agenda  will  examine  and  evaluate  the  Department's  efforts  to  create  jobs 
and  economic  opportunities  and  improve  urban  economies  through  economic  development  and 
revitalization  activities.   In  addition  to  analyses  of  Empowerment  Zones  and  Enterprise 
Communities,  studies  will  be  undertaken  on  alternative  models  of  community  organizing  and 
community  building,  job  creation  and  job  training  in  low-income  neighborhoods,  and  effectiveness 
of  family  self-sufficiencies  and  empowerment  initiatives. 

Assessments  of  joint  activities  undertaken  with  other  agencies,  such  as  BHS  and  DOL, 
under  HUD's  new  Memoranda  of  Understanding  with  these  agencies,  will  be  conducted,  as  well  as 
work  to  identify  barriers  to  better  link  the  poverty  programs  of  these  agencies. 

Additionally,  research  in  support  of  National  Urban  Policy,  Conferences,  Symposia  will 
be  undertaken. 

BUDGET    CURRENT  INCREASE  ♦ 

ACTUAL   ESTIMATE   ESTIMATE  ESTIMATE  DECREASE  - 

1993      1994      1994  1995  1995  vs  1994 

(Dollars  in  Thousands) 

G.   RESEARCH  SUPPORT $2,203     $1,300    $2,218     $2,210        -58 

These  activities  include  functions  that  support  more  than  one  research  program,  and 
also  disseminating  and  transferring  research  results.   Funds  are  available  in  1994  for  the 
unobligated  portion  of  the  National  Academy  of  Public  Administration  Study  of  HUD  Staffing  and 
Management  mandated  in  the  1993  Appropriations. 

Program  Planning  and  Management.   Activities  which  provide  administrative  support  to 
PDtR  are  covered  under  this  category,  including  the  conduct  of  short-term,  high  priority,  policy 
analyses  and  research.   This  category  also  provides  funds  for  research  management  and  analysis  by 
PDtR  staff. 

Transferring  Research  Results.   PDSR  is  responsible  for  the  dissemination  of  the 
results  of  research  studies  to  government  officials  and  the  general  public.   Documents  such  as 
manuals  and  management  guides  are  developed  for  local  governments  and  organizations .   Workshops 
and  seminars  also  are  conducted  for  practitioners  and  key  decision-makers.   Another  means  for 
dissemination  of  research  results  is  HUD-USER,  a  depository  of  all  HUD  research  studies  and 
documents.   The  HUD-USER  system  is  used  to  process  all  requests  from  the  public  for  such 
documents.   A  user  fee  is  charged  for  each  document  to  defray  production  and  handling  costs. 

Advisory  and  Assistance  Services.   Advisory  and  assistance  services  are  included 
within  the  activities  and  funding  reported  under  the  seven  research  categories.  As  defined  in 
0MB  Circular  A-120,  these  services  include  individual  experts  and  consultants;  studies,  analyses, 
and  evaluations;  and  management  and  professional  support  services.   Estimates  of  advisory  and 
assistance  services  are  designed  to  provide  PDtR  with  sufficient  flexibility  to  respond  to 
specific,  short-term  Departmental  requests  for  policy  relevant  information  where  those  requests 
cannot  be  predicted  accurately  in  advance  as  to  the  type  of  research  methodology  required.   In 
1993,  $5.7  million  of  HUD's  Research  and  Technology  appropriation  was  obligated  for  advisory  and 
assistance  services.   The  estimate  for  1994  is  $9  million  and  the  1995  estimate  is  $10  million. 
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DEPARTMENT  OP  HOUSING  AND  URBAN  DEVELOPMENT 

SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994  and  1995. 

BUDGBT  ACTIVITY  5 1   POLICY  DEVELOPMENT  AND  RESEARCH 


ACTIVITY  HIGHLIGHTS 

BUDGET 

CURRENT 

INCREASE  + 

ESTIMATE 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  vs  1994 

Total  Budget  Activity 

$14,487 

514,050 

$14,035 

$14,310 

+  $275 

Pull-Time  Permanent 

Appointments,  BOY.... 

116 

118 

120 

119 

-1 

Pull-time  Equivalent 

119 

121 

120 

119 

-1 

NOTE i    Pull-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (PTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions.   PTEs 
exclude  overtime  and  terminal  leave. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

Personnel  of  the  Office  of  Policy  Development  and  Research  (PDtR)  are  responsible  for 
the  management  of  research  conducted  under  contracts,  cooperative  agreements  and  grants,  as  well 
as  in-house  research,  economic  analyses,  tax  policy  analysis  and  research,  program  evaluation  and 
program  monitoring,  and  policy  development.   A  continuing  goal  of  the  Office  is  improving  in- 
house  capabilities  to  perform  quick-response  analyses  and  evaluations. 

Staff  carrying  out  the  program  monitoring  function  will  be  involved  in  helping  to 
improve  HUD  data  systems  to  ensure  their  usefulness  for  management  and  evaluation  purposes.   This 
staff  will  also  conduct  surveys  of  information  useful  to  program  Assistant  Secretaries  or 
otherwise  needed  for  program  evaluations.   An  annual  summary  of  key  HUD  program  data  will  be 
prepared  and  made  available  for  internal  and  external  use.   Staff  will  also  provide  evaluations 
of  HUD  programs'  impact  on  specific  clients,  on  communities  in  general,  and  continue  the 
performance  of  short-term  analytical  studies  In  problem  areas.   The  reform  agenda  of  evaluation 
and  monitoring  of  the  Department's  programs  continues  in  199S. 

Staff  will  provide  support  to  the  Secretary  for  certain  Government  Sponsored  Enterprises 
(GSBs)  activities  including!   (1)  consideration  of  new  program  requests;  (2)  administration  of 
low-  and  moderate- income  housing  requirements;  (3)  administration  of  fair  housing  requirements; 
and  (4)  writing  annual  reports  to  Congress. 

2.  WORKLOAD 

The  workload  of  PD&R  focuses  on  ways  to  improve  the  efficiency,  effectiveness,  and 
equity  of  HUD  programs.   This  entails  developing  policy  recommendations  for  the  Secretary, 
performing  policy  and  economic  analyses,  directing  research  and  demonstration  activities,  and 
evaluating  and  monitoring  new  and  existing  programs  for  the  Department.   The  workload  also 
includes  supporting  the  Secretary  in  carrying  out  his  responsibilities  for  PNMA  and  FHLMC 
regulation  and  preparing  the  annual  reports  to  Congress.   In  carrying  out  its  responsibilities, 
PD4R  conducts  analyses  using  either  contract  or  in-house  staff  resources,  depending  on  the  issue 
and  the  nature  of  the  work.   PDtR  also  works  with  other  HUD  staff,  State  and  local  governments, 
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Salaries  t   Expenses,  Bousing  and  Urban  Development 
Budget  Activity  S:  Policy  Development  and  Research 

academicians,  representatives  of  various  Interest  groups,  and  other  Interested  parties,  to  assure 
that  all  accessible  Knowledge  Is  brought  to  bear  on  Issues  of  concern  to  the  Department. 

3.   SUMMARY  OF  STAFFING  RBOOIREMBHTS  BY  GRADE  LEVEL 

The  following  provides  a  summary  of  the  distribution  of  full-time  permanent  staff  by 
grade  level  for  1993,  1994  and  199S.   All  staff  are  In  Headquarters. 

ACTUAL  ESTIMATE  ESTIMATE 

GRADE  1993  1994  1995 

Executive  Level  IV. ...  1  1  1 

ES-5 11  1 

BS-4 2  2  2 

BS-3 11  1 

ES-1 3  3  3 

GS/GM-15 25  23  23 

GS/GM-14 31  30  30 

GS-13  and  Below _52  _59  58 

Full-Time  Permanent 

Appointments 116  120  119 

Pull-Tlme  Equivalent 

Employment 119  120  119 

EXPLAHATION  OF  STAFFIHG  REQUIREMENTS 

The  following  provides  a  summary  of  the  distribution  of  full-time  permanent  staff  by  grade 
level  for  1993,  1994  and  1995.   All  staff  are  in  Headquarters. 

FULL-TIME  BQOTVALBHTS 

BUDGET  CURREHT  INCRBASB  + 

ESTIMATE  ESTIMATE  ESTIMATE  ESTIMATE     DECREASE  - 

1993      1994  1994  1995     1995  vs  1994 
Immediate  Office  of 

the  Assistant  Secretary      17       17  17  17 

Policy  Development 35       36  36  35          -1 

Economic  Affairs 30       31  30  30 

Research,  Evaluation 

and  Monitoring 32       32  32  32 

PIRS  5      5  5       5         ... 

Total  Pull-Time 

Equivalent  Employment..     119      121  120  119          -1 

MOTE i   PTBs  exclude  overtime  and  terminal  leave. 

TRAVEL 

The  table  below  identifies  travel  requirements  unique  to  this  activity. 

BUDGET  CURREHT  INCREASE  + 

ACTUAL    ESTIMATE  ESTIMATE   ESTIMATE  DECREASE  -■ 

1993       1994      1994      1995  1995  vs  1994 

(Dollars  In  Thousands) 

Travel  45        94        94  94 

For  1995,  there  is  no  change  to  the  1994  current  estimate  of  $94  thousand. 
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The  following  table  identifies  the  specific  contracts  unique  to  this  activity  and  is 
followed  by  a  brief  description  of  the  1995  estimate. 


ACTUAL 
1993 

BUDGET 

ESTIMATE 

1994 

CURRENT 

ESTIMATE 

1994 

ESTIMATE 
1995 

INCREASE  + 
DECREASE  - 
1995  vs  1994 

Data  and  Statistical 

$526 
250 
776 

$507 
130 
637 

$498 
340 
838 

$4S0 

555 

1,005 

Technical  Services 

♦215 

Data  and  Statistical  Services 

This  activity  provides  the  Department  with  current  data  on  the  housing  inventory  and 
vacancies  in  selected  housing  market  areas  (both  metropolitan  and  non-metropolitan  cities)  where 
HUD  housing  and  community  development  programs  are  utilized,  and  for  publications  from  the  1990 
decennial  census.   The  decrease  of  $48  thousand  in  1995  results  as  there  is  no  longer  a  need  for 
1990  CensuB  Publications. 

Technical  Services 

A  major  international  activity  is  to  identify  relevant  foreign  studies  and  reports  in  the 
area  of  housing  and  urban  development  for  study,  and  to  translate  them  for  HUD  program  officials 
and  technical  experts.   Translation  of  the  variety  of  foreign  documents  received  cannot  be 
completed  in-houee  and  is,  therefore,  accomplished  through  contractual  assistance.   In  addition, 
various  bilateral  and  multilateral  obligations  frequently  require  the  translating  of  formal 
documents,  technical  papers,  work  programs,  agenda,  and  study  tour  itineraries.   Additionally, 
funds  will  be  used  to  provide  technical  services  for  the  Assisted  Bousing  Quality  Control  project 
and  the  increase  of  $215  thousand  is  necessary  due  to  an  anticipated  increase  in  the  need  for 
this  service  in  1995. 
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DEPARTMENT  OP  HOUSING  AND  URBAN  DEVELOPMENT 
FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 
FAIR  HOUSING  ASSISTANCE  PROGRAM 
PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1994 

199S 

1995  vs  1994 

52 

65 

15, 

,  341 

S6 

,865 

4 

,400 

4, 

519 

3 

.549 

4, 

790 

65 

85 

+  20 

$8,231 

$7,375 

-$856 

4,519 

7,375 

+2,856 

4,790 

4,442 

-348 

(Dollars  In  Thousands) 

Program  Level i 

Assistance  to  State  and  Local 
Agencies 

Number  of  Award  s 

Obligations 

Appropriation  (Budget  Authority) i 
Enacted  or  Proposed 

Budget  Outlays 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  RBQOEST 

The  1995  Budget  requests  $7.4  million  for  the  Fair  Housing  Assistance  Program  (FHAP). 
The  appropriation  will  be  used  to  assist  substantially  equivalent  agencies  in  case  processing, 
training,  and  capacity  building  activities.   A  substantially  equivalent  agency  is  a  State  or 
local  agency  administering  fair  housing  laws  and  ordinances  that  are  substantially  equivalent  to 
the  Fair  Housing  Act.   The  FHAP  complements  the  Department's  enforcement  activities  by  providing 
financial  assistance  to  these  agencies  pursuant  to  the  Fair  Housing  Act  (Title  VIII  of  the  Civil 
Rights  Act  of  1968  as  amended  by  the  Fair  Housing  Amendments  Act  of  1988). 

The  $7.4  million  requested  for  1995  will  support  the  activities  of  approximately 
85  certified  fair  housing  enforcement  agencies.   These  agencies  will  process  housing 
discrimination  complaints  based  on  race,  color,  religion,  Bex,  familial  status,  handicap  and 
national  origin,  and  enforce  their  fair  housing  laws  through  conciliation  and  administrative 
enforcement  or  judicial  proceedings. 

The  Budget  also  proposes  a  1995  appropriation  of  $26  million  for  the  Fair  Housing 
Initiatives  Program  (FHIP)  which  is  described  in  a  separate  Justification.   The  total  funding 
requested  for  both  programs  in  1995  is  $33.4  million.   Together,  these  two  programs  form  a 
national  comprehensive  fair  housing  strategy  against  housing  discrimination  based  upon  greater 
cooperation  between  the  public  and  the  private  sectors. 

2.  CHANGES  FROM  THB  1993  ESTIMATES  INCLUDED  IS  1994  BUDGET 

To  be  eligible  for  reimbursement,  an  agency  must  be  certified  by  the  Department  as 
having  enacted  a  fair  housing  statute  (as  well  as  being  determined  to  have  the  necessary 
administrative  capacity)  deemed  to  be  "substantially  equivalent"  to  Title  VIII  of  the  Civil 
Rights  Act  of  1968,  as  amended  by  the  Fair  Housing  Amendments  Act  of  1988.   In  September  1992, 
a  significant  number  of  agencies,  previously  funded  under  FHAP,  lost  their  interim  certification 
status  due  to  failure  to  enact  expanded  legislation  based  on  the  new  requirements  of  the  Fair 
Bousing  Amendments  Act  of  1988. 

The  number  of  agencies  qualifying  for  equivalent  status  in  1993  was  about  the  same  as 
had  been  projected — 52  compared  to  50.   However,  the  timing  of  agencies  being  cetified  resulted 
in  actual  obligations  ($5.3  million)  being  less  than  estimated  ($6.6  million). 

Actual  outlays  were  $3.5  million  in  1993,  which  was  slightly  more  than  the  estimate  of 
$3.3  million. 
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3.   CHAMGES  FROM  1994  BUDGET  ESTIMATES 

The  estimated  obligations  for  1994  are  revised  to  reflect  the  use  of  a  carryover  balance 
from  1993  of  $3.6  million  and  projected  obligations  of  the  full  $4.5  million  from  the  1994 
appropriation.   The  current  outlay  estimate  la  the  same  aa  the  original  estimate. 

EXPLAKATIOH  OF  INCREASES  AMD  DECREASES 

The  199S  appropriation  request  of  $7.4  million  represents  an  increase  of  $2.9  million  above 
the  1994  appropriation  of  $4.5  million.   The  increase  represents  an  adjustment  for  inflation  and 
the  anticipated  increase  in  the  number  of  complaints  dual-filed  with  the  Department  and  the  State 
and  local  fair  housing  enforcement  agencies.   The  number  of  complaints  filed  with  fair  housing 
enforcement  agencies  that  allege  discriminatory  housing  practices  has  continually  increased  each 
year  for  the  past  four  years.   The  expansion  of  existing  fair  housing  organizations  in 
underserved  areas  and  the  establishment  of  new  organizations  in  unserved  areas  will  also  cause 
the  number  of  complaints  to  increase. 

PROGRAM  DESCRIPTION  AMD  ACTIVITY 

The  Fair  Bousing  Assistance  Program  provides  financial  assistance  to  supplement  the 
enforcement  activities  of  State  and  local  agencies.   These  activities  include  complaint 
investigations,  conciliations,  administrative  enforcement/judicial  proceedings,  training, 
technical  assistance,  and  other  support  activities  designed  to  eliminate  housing  discrimination. 
The  eligible  recipients  are  defined  as  State  and  local  agencies  that  are  certified  as 
substantially  equivalent,  or  agencies  operating  under  an  interim  agreement. 

The  availability  of  this  Federal  financial  assistance  has  encouraged  State  and  local 
agencies  to  develop  equivalent  fair  housing  laws  and  ordinances  and  accept  referral  of  complaints 
from  the  Department. 

1.  Legislative  Authority.   The  Fair  Housing  Act  prohibits  discrimination  ini   (a)  the  sale 
or  rental  of  housing;  (b)  real  estate-related  transactions;  and  (c)  the  proviaion  of  brokerage 
services.   Section  610(f)  of  the  Fair  Bousing  Act  provides  that  whenever  a  complaint  alleges  a 
discriminatory  housing  practice  within  the  juriadiction  of  the  State  or  local  agency  that  has 
been  certified  as  providing  rights,  remedies,  procedures,  and  the  availability  of  judicial  review 
which  are  substantially  equivalent  to  those  in  the  Fair  Bousing  Act,  the  Secretary  shall  refer 
such  complaints  to  the  agency.   Section  817  of  the  Fair  Bousing  Act  provides  that  the  Secretary 
may  assist  State  or  local  agencies  in  administering  a  fair  housing  law  by  providing  them  with 
financial  assistance. 

2.  Program  Background.   Since  1980,  the  Department  has  provided  financial  assistance  under 
the  FBAP  to  State  and  local  agencies  administering  fair  housing  laws  and  ordinances.   When  the 
Fair  Bousing  Amendments  Act  was  enacted  in  September  1988,  all  State  and  local  agencies  were 
required  to  amend  their  respective  laws  and  ordinances  to  obtain  substantial  equivalency 
certification  with  the  new  Federal  law.   The  extended  time  period  for  obtaining  equivalency  was 
September  13,  1992.   In  1994,  the  Department  estimates  65  State  and  local  agencies  will  be. 
certified  aa  substantially  equivalent  and  that  an  additional  20  will  submit  requests  for 
certification  during  1995. 

Section  817  of  the  Fair  Bousing  Act  requires  that  the  Department  cooperate  with  and 
render  technical  assistance  to  State  and  local  agencies  formulating  or  carrying  on  programs  to 
prevent  or  eliminate  discriminatory  housing  practices.   The  Fair  Bousing  Assistance  Program  and 
the  substantial  equivalency  certification  process  both  serve  to  further  fair  housing  by  providing 
financial  incentives  and  by  encouraging  State  and  local  governments  to  enact  and  enforce 
legislation  designed  to  ensure  fair  housing.   Through  training,  issuance  of  written  guidelines, 
participation  at  meetings,  and  review  of  proposed  legislation,  the  Department  provides  extensive 
assistance  to  help  State  and  local  fair  housing  agencies  obtain  certification  with  the  Fair 
Housing  Act.   The  Department  also  provides  individually  tailored  technical  assistance  to  any 
State  or  local  government  requesting  such  assistance. 
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IMPLEMENTATION  OF  THE  PROGRAM 

The  Fair  Housing  Assistance  Program  regulation  (Part  111)  requires i   (a)  that  the  fair 
housing  law  administered  by  the  agency  be  substantially  equivalent;  (b)  that  a  written  agreement 
be  executed;  (c)  that  the  agency  demonstrate  acceptable  case  processing  procedures;  (d)  that  the 
agency  not  unilaterally  reduce  the  level  of  financial  resources  currently  committed  to  complaint 
processing;  and  (e)  that  the  agency  participate  in  HUD- sponsored  or  HUD- approved  training.   FHAP 
funds  are  divided  into  two  categories!   capacity  building  and  contributions.   Agencies  receive 
capacity  building  funds  in  their  first  and  second  year  of  participation  in  the  program.   The 
agencies  become  contributions  agencies  after  the  second  year  of  participation  in  the  FHAP  which 
makes  them  also  eligible  to  receive  case  processing  and  administrative  costs  assistance. 

Financial  assistance  to  State  and  local  agencies  is  contingent  upon  continued  substantial 
equivalency.   Substantial  equivalency  involves  an  affirmative  conclusion  on  two  separate  issues i 
whether  the  State  or  local  law  provides  rights,  remedies,  procedures,  and  availability  of 
judicial  review  that  are  substantially  equivalent  to  those  found  in  the  Fair  Housing  Act;  and, 
whether  the  agency  has  the  administrative  capability  to  carry  out  the  provisions  of  its  fair 
housing  law. 

All  certified  agencies  will  process  complaints  based  on  race,  color,  religion,  sex,  national 
origin,  familial  status,  and  handicap.   This  effort  will  require  such  agencies  to  commence  and 
maintain  the  processing  of  each  complaint  through  administrative  and/or  civil  proceedings  and  to 
use  the  services  of  other  private  groups  such  as  contractors  to  test  for  discrimination  or 
provide  investigation  assistance. 

The  $7.4  million  funding  level  for  agencies  participating  in  the  FHAP  for  1995  will  be 
allocated  under  the  following  formula! 

Case  Processing  -  $6.5  million.   It  is  estimated  that  in  1995  the  Department  will  receive 
about  11,000  complaints.   Of  that  number,  "contributions*  agencies  are  expected  to  process 
approximately  5,000  cases.   For  each  case  acceptably  processed,  the  agency  will  be  paid  $1,300. 
This  amount  is  for  costs  incurred  by  these  agencies  to  process  complaints  from  receipt  through 
the  administrative  and/or  civil  proceedings. 

To  the  extent  complaints  are  not  referred,  they  would  be  processed  directly  by  the 
Department.   At  the  beginning  of  1994,  52  State  and  local  agencies  had  been  certified  as 
substantially  equivalent.   The  number  of  agencies  is  expected  to  increase  to  65  by  the  end  of 
1994.   The  Department  continues  to  work  with  the  agencies  toward  the  goal  of  recognizing  them  as 
substantially  equivalent. 

Capacity  Building  -  $375  thousand.   The  requested  funds  will  be  used  in  1995  to  enable 
capacity  building  agencies  to  develop  and  enhance  comprehensive  complaint  processing  resources, 
to  train  staff,  and  to  carry  out  activities  deemed  necessary  for  the  efficient  and  effective 
implementation  of  the  jurisdiction's  fair  housing  law  or  ordinance. 

Training  and  Support  Services  -  $500  thousand.  All  contributions  agencies  are  eligible  to 
receive  training  funds  to  support  participation  in  HUD-sponsored  or  HUD- approved  training. 
During  1995,  agencies  will  receive  approximately  $5,000  each  for  training  for  no  less  than  five 
staff  persons.  An  estimated  $460,000  is  designated  for  this  training.   In  rddition,  HUD  Field 
Offices  will  also  have  available  a  total  of  $40,000  of  FHAP  funds  to  meet  the  training  needs  of 
State  and  local  agencies. 

PROGRAM  HIGHLIGHTS  AMD  ACCOMPLISHMBHTS 

State  and  Local  Fair  Housing  Agencies.  A  number  of  significant  accomplishments  have 
occurred  to  support  fair  housing  agencies.   These  accomplishments  include! 

—  The  Office  of  Fair  Housing  and  Equal  Opportunity  (FHBO)  and  the  Office  of  General 
Counsel  (OGC)  continue  to  design  and  implement  substantial  equivalency  workshop 
sessions.  National  training  workshops  have  been  presented  by  Headquarters  personnel. 
Also,  Regional  Offices  of  FHBO  and  the  Regional  Counsel  have  provided  Regional  and 
agency-specific  substantial  equivalency  training  workshops. 
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—  FHEO,  in  conjunction  with  OGC,  continues  to  review  proposed  and  enacted  fair  housing 
legislation  as  well  as  proposed  and  final  regulations,  legal  opinions,  and  court  cases 
of  States  and  localities  seeking  substantial  equivalency  certification  under  the  Act. 
This  process  provides  clear,  specific,  and  concise  explanations  regarding  legally 
sufficient  provisions  and  suggests  corrective  actions  that  may  be  undertaken  by  the 
agency. 

—  FKBO  Field  staff  provide  technical  assistance  to  FHAP  agencies  operating  under  an 
interim  agreement,  to  ensure  successful  performance  in  accordance  with  standards  set 
forth  in  Section  115.4(b)  of  the  Department's  regulations. 

Headquarters  and  Field  staff  of  FHEO  have  provided  on-site  technical  assistance  and 
performance  assessment  visits  to  all  agencies  with  interim  certification.   In  each 
instance,  detailed  reports  and  guidance  were  provided  to  the  agencies. 

STATUS  OF  FUNDS 


1.   Unobligated  Balances. 
available  by  yeari 


The  following  table  compares  program  obligations  with  funds 


Unobligated  balances,  start  of  year. 

Appropriations 

Recovery  of  prior  year  obligations.. 

Subtotal 

Obligations 

Lapsed 

Unobligated  balance,  end  of  year.... 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

(Dolli 

1994 

1995 

irs   in  Thousands) 

$4,561 

$3,616 

4,400 

4,519 

$7,375 

4 

96 

8,965 

8,231 

7,375 

-5,341 

-8,231 

-7,375 

2.   Obligated  Balances.   The  status  of  obligated  balances  is  as  followsi 


Obligated  balance,  start  of  year.. 

Obligations  incurred 

Subtotal 

Outlays 

Adjustments  in  expired  accounts... 
Adjustments  in  unexpired  accounts. 
Obligated  balance,  end  of  year.... 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

(Dolli 

1994 

1995 

irs  in  Thousands) 

$1,204 

$2,711 

$6,056 

5.341 
6,545 

8.231 
10,942 

7,375 
13,431 

-3,549 

-4,790 

-4,442 

-281 

-4 
2,711 

-96 
6,056 

8,989 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

FAIR  HOUSING  INITIATIVES  PROGRAM 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1994 

199S 

1995  va  1994 

Program  Level t 

Private  Enforcement 
Initiative i 

Number  of  Awards 

Obligations 

Education  and  Outreach 
Inltlatlvei 

Number  of  Awards 

Obligations 

Administrative  Enforcement 
Inltlatlvei 

Number  of  Awards 

Obligations 

Fair  Housing  Organizations 
Inltlatlvei 

Number  of  Awards 

Obi igat  ions 

Total  Obligations 

Appropriation  (Budget 
Authority 1 i 
Enacted  or  Proposed 

Budget  Outlays 


S3, 060    $10,000 


(Dollars  in  Thousands) 


67 
$12,981 


$8.200         HA      $9.600      $7.000 
27,500        HA     31,081      26,000 


10,600     16,900    $20,481      20,481      26,000 
5,344      8,910        HA      7,685      17,456 


+12 
+$500 


-S2.600 

-5,081 


+5,519 
+9,771 


SUMMARY  OF  BUDGET  ESTIMATES 


1.  SUMMARY  OF  BUDGET  REQUEST 

The  1995  Budget  request  for  the  Fair  Bousing  Initiatives  Program  (FBIP)  is 
$26  million.   Additional  authorizing  legislation  is  required  to  support  the  appropriation 
request. 

The  199S  funds  will  support  the  Secretary's  commitment  to  fair  housing  and  provide 
resources  to  implement  those  fair  housing  initiatives  authorized  under  the  Bousing  and  Community 
Development  Act  of  1992. 

2.  CHANGBS  FROM  1993  ESTIMATES  INCLUDED  III  THE  1994  BUDGET 

The  1994  Budget  estimated  1993  obligations  of  $7.9  million.   The  outlays  were  estimated 
at  $3.9  million.   Actual  obligations  were  $7.9  million  and  outlays  were  $5.3  million.   The 
obligations  were  entirely  from  1992  appropriated  funds  and  the  1993  appropriation  was  carried 
forward  into  1994.   The  carryover  of  the  1993  appropriation  was  the  result  of  the  delay  in  the 
publication  of  the  Hotice  of  Fund  Availability  (HOFA)  because  of  the  creation  of  a  new  initiative 
(Fair  Housing  Organizations)  and  additional  programs  under  the  Education  and  Outreach  Initiative 
of  the  FHIP.   The  HOFA  announced  the  following  programs  for  fundings   (1)  continued  development 
and  the  establishment  of  new  organizations;  (2)  National  Fair  Housing  Month)  and 
(3)  Community-based  organizations. 
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The  outlay  increase  of  $1.4  million  reflects  program  recipients  drawing  down  obligated 
balances  at  a  slightly  faster  rate  than  had  been  anticipated. 

3.   CHAHGES  FROM  1994  BUDGET  ESTIMATES 

The  1994  appropriation  of  $20.5  million  exceeded  the  estimate  by  $3.6  million  based  on 
Congressional  action. 

The  estimated  obligations  for  1994  are  revised  to  $31  million  (a  $3.6  million  increase) 
to  reflect  the  additional  appropriation.   The  1993  appropriation  of  $10.6  million  will  be 
obligated  in  1994. 

The  distribution  of  estimated  obligations  for  1994  is  also  revised  to  reflect  a  decrease 
of  $800  thousand  in  the  Administrative  Enforcement  Initiative  and  a  corresponding  increase  in  the 
Fair  Bousing  Organizations  Initiative  to  $2.6  million.  These  funds  will  be  used  to  establish 
more  organizations  in  unserved  or  underserved  areas  pursuant  to  Section  90S  of  the  Bousing  and 
Community  Development  Act  of  1992.  The  decrease  in  estimated  1994  outlays  from  $8.9  million  to  a 
current  estimate  of  $7.7  million  reflects  a  lower  obligated  balance  at  the  beginning  of  1994  than 
had  been  projected  in  the  1994  Budget. 

EXPLANATION  OF  INCREASES  AMD  DECREASES 

The  1995  Budget  request  of  $26  million  represents  an  increase  of  $5.5  million  above  the  1994 
appropriation  of  $20.5  million.   This  proposed  increase  reflects  the  Administration's  emphasis  on 
fair  housing  efforts  and  also  reflects  the  additional  authorization  provided  by  the  Housing  and 
Community  Development  Act  of  1992  to  the  Fair  Bousing  Initiatives  Program  which  revised  and 
expanded  FBIP  activities. 

The  1995  Budget  also  requests  $9  million  for  t.he  Private  Enforcement  Initiative  to  fund  45 
organizations  at  an  average  of  $200  thousand  per  organization. 

A  total  of  $7  million  is  requested  to  carry  out  Education  and  Outreach  activities  in  1995. 
This  includes  making  available  $5  million  to  fund  50  State,  Regional,  local  and  community-based 
Education  and  Outreach  activities  projects  for  not  less  than  $50  thousand  per  award.   In 
addition,  the  Department  proposes  $2  million  for  national  projects,  including  the  observance  of 
the  Fair  Bousing  Month. 

In  1995,  the  Department  proposes  $3  million  under  the  Administrative  Enforcement  Initiative 
to  provide  funding  for  interim  and  fully  certified  State  and  local  fair  housing  enforcement 
agencies  eligible  to  receive  these  funds. 

The  Fair  Housing  Organizations  Initiative  provides  funds  for  the  continued  development  of 
such  organizations  and  capacity  enhancement  of  newly  created  ones.   Special  emphasis  is  placed 
upon  those  organizations  which  will  concentrate  their  efforts  in  unserved  or  underserved  areas. 
The  1995  Budget  request  for  FHIP  includes  $7  million  under  this  initiative  to  fund  approximately 
35  organizations. 

Outlays  will  be  much  greater  in  1995 — an  increase  of  $9.8  million — due  to  a  significantly 
higher  obligated  balance  at  the  beginning  of  1995  as  compared  to  the  beginning  of  1994.  This 
reflects  the  Department's  plan  to  ensure  that  the  1994  appropriation  is  obligated  in  1994. 

PROGRAM  DESCRIPTION  AND  ACTIVITY 

1.   Legislative  Authority.   Section  561  of  the  Housing  and  Community  Development  Act  of 
1987,  as  amended,  authorizes  the  execution  of  grants,  contracts,  or  cooperative  agreements  with 
State  or  local  government  agencies,  public  or  private  nonprofit  organizations,  institutions  or 
other  entities  that  are  formulating  or  carrying  out  programs  to  prevent  or  eliminate 
discriminatory  housing  practices.   FHIP  supports  projects  and  activities  designed  to  enhance 
compliance  with  the  Fair  Housing  Act  and  substantially  equivalent  State  and  local  laws. 
Section  90S  of  the  Housing  and  Community  Development  Act  of  1992  expanded  the  provisions  of  the 
Fair  Housing  Initiatives  Program  toi   build  the  capacity  of  fair  housing  organizations  in 
unserved  and  underserved  areas;  establish  a  national  media  campaign  for  dissemination  of  fair 
housing;  and  to  establish  an  annual  National  Fair  Housing  Month. 
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FHIP  is  part  of  a  National  Fair  Housing  effort  to  complement  the  Department's 
enforcement  and  compliance  programs.   The  other  principal  component  of  the  Department's 
comprehensive  fair  housing  strategy  is  the  Fair  Housing  Assistance  Program  (FHAP),  authorized  by 
the  Fair  Housing  Act  (Title  VIII  of  the  Civil  Rights  Act  of  1968,  as  amended  by  the  Fair  Housing 
Amendments  Act  of  1988).   That  program,  for  which  the  Budget  proposes  a  $7.4  million  funding 
level  in  1995,  is  described  separately  in  this  volume. 

The  Fair  Housing  Initiatives  Program  was  established  by  the  Housing  and  Community 
Development  Act  of  1987  for  the  purpose  of  eliminating  and  preventing  housing  discrimination. 
This  program  provides  a  coordinated  approach  toi   (1)  further  the  purposes  of  the  Fair  Housing 
Law;  ( 2 )  guarantee  the  rights  of  all  Americans  to  seek  housing  in  an  open  market  free  of 
discrimination;  and  (3)  inform  the  American  citizenry  of  its  rights  and  obligations  under  the 
Fair  Housing  Act.   FHIP  also  enhances  and  facilitates  the  delivery  of  the  Department's  housing 
and  community  development  programs,  such  as  HOME  and  CDBG,  by  providing  a  free  and  open  housing 
market. 

2.  Purpose.   The  Fair  Housing  Initiatives  Program  is  intended  to  supplement  current  fair 
housing  enforcement  activities  of  the  Department.   These  activities  include  programs  of 
enforcement  and  compliance,  voluntary  compliance,  and  education  and  outreach.   FHIP  provides  the 
financial  means  to  assist  projects  and  activities  designed  to  enhance  compliance  with  the  Fair 
Housing  Law  and  substantially  equivalent  State  and  local  laws. 

3.  Program  Components.   There  are  four  major  program  components  under  the  Fair  Housing 
Initiatives  Program.   All  four  components  are  proposed  for  funding  in  1995.   Together,  the  four 
components  support  public  and  private  enforcement,  education  and  outreach  activities,  and 
capacity  building  for  qualified  fair  housing  organizations. 

a.  The  Private  Enforcement  Initiative.   The  proposed  level  of  funding  for  this  major 
component  of  FHIP  is  $9  million  in  1995.   Dnder  this  component,  financial  resources  are  provided 
toi   (a)  carry  out  testing  and  other  investigative  activities;  (b)  discover  and  remedy 
discrimination  in  public  and  private  real  estate  markets  and  real  estate-related  transactions; 
(c)  develop  special  projects  to  respond  to  new  and  sophisticated  forms  of  discriminatory  housing 
conduct;  (d)  provide  technical  assistance  to  local  fair  housing  organizations;  (e)  provide  funds 
for  the  costs  of  litigation  and  expert  witness  fees;  and  (f )  investigate  housing  discrimination 
complaints  on  behalf  of  the  Department. 

b.  The  Bducation  and  Outreach  Initiative.   A  funding  level  of  $7  million  is  requested 
for  this  component  of  FHIP  for  1995.   Under  this  component,  resources  will  be  used  for  three 
specific  activities!   (a)  national  education  and  outreach  projects  designed  to  provide  a 
centralized,  coordinated  effort  for  the  development  and  dissemination  of  media  products, 
pamphlets,  and  brochures;  (b)  State,  regional,  local  and  community-based  education  and  outreach 
projects  developed  and  implemented  by  fair  housing  organizations  to  enhance  compliance  with  the 
Act  and  substantially  equivalent  fair  housing  laws  and  ordinances;  and  (c)  additional  fair 
housing  projects  to  conduct  activities  related  to  the  annual  observance  of  Hational  Fair  Housing 
Month. 

c.  The  Administrative  Enforcement  Initiative.   The  1995  request  for  thiB  component  is 
S3  million.   Funding  will  be  provided  to  those  State  and  local  fair  housing  enforcement  agencies 
that  the  Department  has  certified  as  substantially  equivalent.   That  is,  the  fair  housing  laws 
that  they  administer  must  provide  rights  and  remedies  that  are  substantially  equivalent  to  those 
provided  under  the  Fair  Housing  Act.   The  activities  funded  under  this  initiative  will  strengthen 
and  broaden  the  effectiveness  of  enforcement  and  compliance  and  education  and  outreach  activities 
to  bring  greater  awareness  of  the  Act  to  the  public. 

d.  The  Fair  Housing  Organizations  Initiative.   The  1995  Budget  request  for  this 
component  of  the  FHIP  is  $7  million.   Funding  will  be  provided  to  support  the  continued  existence 
of  fair  housing  organizations  and  the  implementation  of  activities  designed  to  establish, 
organize,  and  build  the  capacity  of  such  organizations  which  enforce  the  rights  granted  under  the 
Act. 
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Fair  Bousing  Initiatives  Program 


PROGRAM  HIGHLIGHTS  AMD  ACCOMPLISHMENTS 

1.  Private  Enforcement  Initiative.   Testing  projects  were  used  to  conduct  eyetemic 
Investigations  and  testing  of  Individual  complaints  for  judicial  and  administrative  enforcement. 
The  evaluation  of  the  testing  portion  of  this  component  will  serve  to  form  the  basis  of  policy 
decisions  regarding  future  testing.   Moreover,  determining  the  probative  value  of  standardized 
testing  will  be  beneficial  as  HUD  continues  to  streamline  the  processing  of  discriminatory 
housing  complaints. 

2.  Education  and  Outreach  Initiative.   Under  the  Education  and  Outreach  Initiative, 
educational  materials,  pamphlets,  brochures,  print  ads,  posters,  and  videos  concerning  fair 
housing  have  been  developed  and  distributed  In  English,  Spanish  and  three  Asian  languages. 
Recently,  colleges  and  universities  have  successfully  competed  for  funds.  As  a  result,  a 
registry  of  accessible  housing  units  has  been  developed  for  the  use  of  the  community  of 
Individuals  with  disabilities  on  the  East  coast.   This  housing  registry  can  be  duplicated  by 
other  agencies.   FHIP  funds  under  this  Initiative  have  been  Instrumental  In  providing  fair 
housing  training  for  the  housing  Industry  as  well  as  private  attorneys. 

3.  Administrative  Enforcement  Initiative.   Under  this  Initiative,  certified  fair  housing 
enforcement  agencies  have  carried  out  a  vast  array  of  activities,  such  asi  investigative  projects 
designed  to  determine  whether  mortgage  lending  practices  within  their  respective  areas  are 
carried  out  in  a  non-discriminatory  manner;  development  of  testing  guideline  handbooks  and  the 
establishment  of  a  trained  tester  pool;  and  a  computerized  intake  network  unit  for  remote  areas. 
Funding  has  also  been  used  to  develop  legally  sufficient  fair  housing  law  models  for  use  by 
regional  and  local  fair  housing  agencies  within  States. 

STATUS  OF  FUNDS 

1.  Authorization.   Authorization  is  required  for  the  appropriation. 

2.  Balances  available 

a.   Unobligated  Balances.   The  following  table  compares  program  obligations  with  funds 
available  by  yeaxi 


ACTUAL 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  In  Thousands) 


Unobligated  balances,  start  of  year...  $7,900  $10,600 

Appropriations 10.600  20,481 

Subtotal 18,500  31,081 

Obligations -7.900  -31.081 

Unobligated  balance,  end  of  year 10,600  ••• 

b.   Obligated  Balances.   The  status  of  obligated  balances  is  as  follows  I 


$26.000 

26,000 

-26.000 


ACTUAL 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 


Obligated  balance,  start  of  year. 

Obligations  incurred 

Subtotal 

Outlays 

Obligated  balance,  end  of  year... 


$7,745 
7.900 

15,645 

10,301 


$10,301 
31.081 
41,382 
-7.685 
33,697 


$33,697 
26.000 
59,697 

-17.456 
42,241 
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DBSCRIPTIOHl 

The  Budget  proposes  several  new  fair  bousing  and  economic  development  initiatives  beginning 
in  1995.   These  includei 

1.  Grants  for  Economic  Develonmunt  Centers  (to  be  funded  within  Annual 

Contributions  for  Assisted  Bousing)   $25  million 

In  1995,  $25  million  is  requested  for  grants  to  establish  Economic  Development  Centers 
and  for  management  and  technical  assistance.   The  $25  Billion  for  these  Centers  is  proposed  as  a 
set-aside  within  Annual  Contributions  for  Assisted  Bousing  and  that  amount  requires  enactment  of 
authorizing  legislation. 

Economic  Development  Centers  will  be  established,  implementing  Section  3  of  the  Bousing 
and  Urban  Development  Act  of  1968,  to  provide  direct  and  indirect  services  necessary  to  link 
public  housing  residents  with  public  and  private  sector  jobs  generated  by  modernization 
activities  and  other  BDD-assisted  projects  within  the  metropolitan  areas  in  which  the  public 
housing  agencies  operate.   Economic  Development  Centers  will  be  located  within  or  near  public 
housing  developments  and  will  be  operated  by,  or  in  conjunction  with,  the  public  housing  agency. 
The  Department  will  administer  this  new  grant  program  in  conjunction  with  other  funds  made 
available  through  the  Public  and  Indian  Bousing  Modernization  and  Family  Investment  Centers 
programs . 

Grants  will  be  awarded  competitively  to  public  housing  agencies  that  can  demonstrate  the 
capacity  to  provide  employment  development  skills  to  low-income  persons  and  to  coordinate  and 
utilize  existing  public  and  private  training,  employment  and  business  assistance  funds  or 
services.   All  activities  eligible  under  Family  Investment  Centers  and  Economic  Development 
Centers  would  be  cooperatively  managed. 

2.  Mortgage  Lending  Discrimination  and  Property  Insurance  Redlining 

Initiatives  (to  be  funded  within  Salaries  and  FTp"""*",  """) $2  million 

Mortgage  lending  discrimination  and  property  Insurance  redlining  are  significant 
barriers  to  homeowner ship  for  the  classes  of  persons  protected  by  the  Fair  Bousing  Act.   The 
creation  of  special  FHBO  units  to  serve  as  focal  points  for  issues  related  to  eliminating 
discrimination  in  mortgage  lending  and  property  insurance  is  critical  to  discharging  the 
Department's  statutory  and  regulatory  responsibilities  under  the  Act.   Comprehensive  blueprints 
for  each  unit  will  be  completed  in  1994.   In  1995,  staffing  and  contract  resources  are  needed  to 
fully  implement  all  mortgage  lending  and  property  insurance  redlining  initiatives. 

Accordingly,  the  Department  is  requesting  $2  million  to  staff  these  special  units  and 
hire  contractors/technical  experts  to  manage  and  implement  the  mortgage  lending  and  property 
insurance  redlining  initiatives.   Funding  and  staff  for  these  purposes  is  proposed  within  the 
Salaries  and  Expenses  account. 

3.  Metropolitan  Area-wide  Assisted  Housing  Program! 

Funded  within  Salaries  -and  Expenses,  BOS  $15  million 

Funded  within  Annual  Contributions  for  Assisted  Bousing   9  million 

Total 24  million 

Title  VI  of  the  Civil  Rights  Act  of  19S4  prohibits  discrimination  in  BDD-assisted 
programs.   The  Fair  Rousing  Act  prohibits  housing  discrimination  and  requires  the  Secretary  to 
affirmatively  further  fair  housing  in  housing  and  community  development  programs  and  activities. 
TheBe  laws  serve  as  the  basis  for  establishment  and  implementation  of  an  Initiative  to  deal  with 
discrimination  in  assisted  housing  programs. 

This  program  would  test  new  ways  for  implementing  comprehensive  residential  choice 
strategies  throughout  metropolitan  areas.   Incentives  and  regulatory  changes  would  be  designed 
which  will  encourage  desegregated  housing  opportunities;  and  create  a  third  party,  nonprofit 
organization  which  would  administer  tenant  selection  and  assignment,  mobility  counseling,  and 
HDD's  "affirmatively  furthering*  responsibilities.  The  demonstration  would  also  include  the  use 
of  Section  8  rental  assistance.   In  addition,  it  would  demonstrate  actions  which  might  assist  in 
avoiding  or  settling  lawsuits  alleging  discrimination  in  HDD's  programs  and  its  failure  to 
"affirmatively  further"  fair  housing. 
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How  FHBO  Initiative* 

It  la  estimated  that  this  initiative  would  cost  a  total  of  $24  million  to  establish  and 
operate  three  pilots  over  a  1-year  period.   The  coats  include  $15  million  of  incentive  funds, 
consisting  of  $4  million  for  regional  planning,  $9.4  million  for  housing  counseling,  and 
$1.6  million  for  administrative  costs  of  the  organizations  conducting  the  pilots.   This 
$15  million  is  proposed  within  the  Salaries  and  Expenses  account. 

The  balance  of  $9  million  ia  proposed  for  central  city  Public  Bousing  Authority 
modernization,  as  a  set-aside  within  Annual  Contributions  for  Assisted  Bousing.   The  funds  allow 
rehabilitating  and  providing  attractive  public  housing,  as  well  as  for  providing  better  security 
measures  for  low- income  residents.   The  $9  million  would  require  enactment  of  authorizing 
legislation. 

The  cost  of  this  program  over  a  3-year  period  is  estimated  at  $72  million. 

4.   The  President's  fair  Housing  Council  (to  be  funded  within 

Salaries  and  Expenses,  HUD)   $310  thousand 

There  are  many  Federal  programs  which  affect  BUD's  efforts  to  affirmatively  further  fair 
housing.   Such  programs  include  those  administered  by  the  Department  of  Agriculture  (Farmers  Borne 
Administration),  the  Veterans  Administration,  the  Department  of  Bealth  and  Human  Services  and 
other  Federal  Departments  and  agencies. 

An  amendment  to  Executive  Order  12259  created  the  President's  Fair  Bousing  Council. 
This  Council,  chaired  by  the  Secretary  of  Housing  and  Urban  Development,  would  review  the  design 
and  delivery  of  Federal  programs  and  activities  to  assure  that  they  support  coordinated 
strategies  to  affirmatively  further  fair  housing.   The  Council  would  also  revise  existing 
programs  or  activities,  develop  pilot  programs  and  activitiea,  and  propose  new  programs  and 
activities  to  achieve  ita  goala. 

Since  BUD  would  have  the  primary  responsibility  to  drive  the  activitiea  of  the  Council, 
staff  ia  needed  to  develop  Government-wide  regulationa  and  operating  procedures  and  to  carry  out 
the  ongoing  liaison  and  coordination  functions  with  other  Federal  agencies.   This  liaison 
responsibility  includes  consultation  and  review  of  other  agencies'  proposed  and  final 
regulations,  development  and  negotiation  of  Memoranda  of  Understanding,  including  the  development 
of  implementation  procedures  with  other  agenciea,  and  support  for  the  operation  of  the 
Preaident's  Fair  Bousing  Council.   The  latter  responsibility  alao  will  be  shared  by  other  staff 
within  the  Department,  as  necessary,  to  research  and  develop  pilot  projects  and  design  the 
delivery  of  BUD  programs  toward  an  overall  coordinated  Federal  strategy  to  affirmatively  further 
fair  housing. 

The  Budget  requests  $310  thousand  from  the  Salaries  and  Expenses  appropriation  for  this 
Council  in  1995. 

FUNDING  SUMMARY! 

FUNDING  SOURCE 


Salaries  Annual 

Activity                        and  Expenses  Contributions     Total 

(Dollars  in  Thousands) 

Grants  for  Economic  Development  Centers...            ...  $25,000      $25,000 

Mortgage  Lending  Discrimination  and 

Property   Insurance  Redlining $2,000  ...                    2,000 

Metropolitan  Area-Wide  Assisted 

Bousing  Program 15,000  9,000       24,000 

President's  Fair  Bousing  Council 310  __*x*         310 

Total 17,310  34,000       51,310 
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DEPARTMENT   OF  HOUSHG  AMD   URBAN    DEVELOPMENT 

SALARIES  ABD  EXPENSES,  PAIS  HOUSING  AMD  EQUAL  OPPORTUNITY 

The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HDD*  is  shown  in 
Part  3  of  the  Justifications.   However,  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  for  each  of  the  major  program  areas  of  the  Deportment ,  a 
separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of  the 
Justifications.   All  data  are  presented  on  a  compmrmb] e  basis  for  the  3  fiscal  years — 1993,  1994 
and  199S. 

BUDGET   ACTIVITY    6:       FAIR   HOUSING  AMD  EQUAL  OPfOtttUHITT 

ACTIVITY  HIGHLIGHTS 


Total  Budget  Activity $47,074 

Pull-Time  Permanent  Appointments 

End  of  Year 

Full-Time  Equivalent  Employment: 

Headquarters 

Field 

Total  FTE 

NOTE!   Full-time  permanent  appoint  tints  are  fisrHmntns  based  on  a  calculation  of  permanent 
positions  made  affordable  by  full-time  equivalent  (FTE)  employment  ceilings.   They 
are  not  control  numbers  and  may  vary  dmpsadtag  on  conditions.   FTE  employment 
excludes  overtime  and  terminal  leave  In  mil  years. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Assistant  Secretary  for  Fair  8008109  and  Equal  Opportunity  administers  civil  rights 
programs  in  five  major  areas.   The  five  major  areas  of  responsibility  are  Fair  Housing  and  Equal 
Opportunity  in  HDD-assisted  Programs,  Training,  Employment  and  Business  Opportunity  for  Residents 
of  HDD  Project  Areas,  Equal  Employment  Opportunity,  and  Voluntary  Compliance. 

2.  WORKLOAD 

The  principal  workload  of  Fair  Housing  and  Equal  Opportunity  consists  of  processing 
discrimination  complaints,  implementing  civil  rights  requirements  In  HOD  programs,  conducting 
compliance  reviews,  and  implementing  voluntary  programs. 


BUDGET 

CURRENT 

INCREASE  ■• 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1995 

(Dollars  In 

Thousand) 

$47,074 

547,964 

$51,080 

572,146 

+$21,066 

CS3 

677 

705 

738 

+33 

14C 

155 

155 

186 

+31 

583 
729 

530 
CSS 

617 
772 

597 
783 

-20 
+11 

1993 

Fair  Housing  Complaints 

Received 10,068 

Processed 8,449 

HDD  Program  Complaints 

Title  Vl/Section  109  Complaints 147 

Section  504  Complaint/Compliance  Reviews.  28S 

Title  VI  Compliance  Reviews 7 

Compliance  Monitoring 34 

PHACA  Program 0 

American  With  Disabilities  Act  Complaints  0 

Section  3  Complaints  Closed 0 


ESTIMATE 

ESTIMATE 

1994 

1995 

10,500 

11,000 

10,500 

11,000 

230 

300 

405 

480 

40 

40 
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Salaries  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  6:   Pair  Bousing  and  Equal  Opportunity 


3.   SUMMARY  OF  STAFFING  REQUIREMENTS 


The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  for  1993,  1994  and  199S. 


H2 


HO. 


Executive  Level  iv  1 

ES-6 1 

ES-5 4 

ES-4 1 

BS-1 2 

SL 1 

GS/GH-15 23 

GS/GM-14 IS 

GS/GM-13  and  below  92 

TOTAL  FTPS 140 

FTE  Employment..  146 


487 
S13 
SB3 


579 
653 
729 


101 
171 
155 


465  566 
534  705 
617      772     186 


485 
554 

599 
738 

597 

783 

BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  VB  1994 

The  increase  of  21  GS-14  and  GS-15  FTP  positions  in  Headquarters  between  1993  and  1994 
results  from  higher  priorities  for  HUD  investigation  of  mortgage  lending  discrimination. 
Insurance  redlining,  Section  3  complaints,  and  disability  issues.   No  change  is  requested  for 
GS-14  and  GS-15  FTP  positions  in  Headquarters  between  1994  and  1995.   The  increase  of  43  GS-14 
and  GS-15  FTP  positions  in  the  Field  between  1993  and  1994  results  from  the  FHEO  Field 
reorganization,  including  better  customer  access  to  services,  better  balance  between  enforcement 
and  compliance,  development  of  required  expertise  to  implement  key  programs,  direct  chain  of 
command  between  Field  and  Headquarters,  and  establishment  the  of  Fair  Housing  Enforcement 
Centers,  Program  Operations  and  Compliance  Centers  and  the  Beaumont  Office.   Ho  change  is 
requested  for  GS-14  and  GS-15  FTP  positions  in  the  Field  between  1994  and  1995. 

EXPLANATION  OF  STAFFING  REQUIREMENTS 

1.   HEADQUARTERS  EMPLOYMENT 

The  following  table  indicates  the  distribution  of  Pull-Time  Equivalent  (FTE)  employment 
in  Headquarters. 


Office  of  the 

Assistant  Secretary  and 

General  Deputy  Assistant 

Secretary  for  Fair  Bousing 

and  Equal  Opportunity 25 

Office  of  Investigations 32 

Office  of  Program  Training 

and  Technical  Assistance....    11 
Office  of  Program  Standards 

and  Evaluation 19 

Office  of  Fair  Bousing 

Assistance  and  Voluntary 

Programs 20 

Office  of  Deputy  Assistant 

Secretary  for  Operations 

and  Management 4 

Office  of  Affirmative  Action 

and  Equal  Employment 

Opportunity 17 

Office  of  Management  and 

Field  Coordination 18 

Total  Full-Time  Equivalent 
Employment 146 


0-2 
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Salaries  and  Expenses,  Bousing  and  Urban  Development 
Budget  Activity  61   Fair  Bousing  and  Equal  Opportunity 

a.   Immediate  Office  of  the  Assistant  Secretary 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent  Employment    25       25        25         25        ... 

The  Assistant  Secretary  serves  as  the  principal  advisor  to  the  Secretary  and 
principal  source  of  advice  and  technical  assistance  to  other  Assistant  Secretaries  on  all  matters 
relating  to  equal  opportunity  in  housing  and  community  development,  facilities,  employment, 
business  opportunities  and  other  matters  relating  to  civil  rights.   The  Assistant  Secretary  also 
serves  as  the  Director  of  Equal  Employment  Opportunity  for  the  Department. 

The  General  Deputy  Assistant  Secretary  assists  the  Assistant  Secretary  in  the  day- 
to-day  performance  of  all  duties  and  responsibilities.  The  General  Deputy  Assistant  Secretary 
also  assists  the  Assistant  Secretary  in  the  administration  of  the  Department's  responsibilities 
for  Fair  Bousing  and  Equal  Opportunity  programs.  In  addition,  the  General  Deputy  Assistant 
Secretary  serves  as  Acting  Assistant  Secretary  in  the  absence  of  the  Assistant  Secretary.  The 
General  Deputy  Assistant  Secretary  also  directly  manages  a  Quality  Assurance  Staff  and  a 
Management  Information  Systems  Staff. 

No  staffing  changes  are  requested  for  1995  over  the  1994  current  estimate. 

b.  Office  of  Investigations 

BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DBCREASE  - 
1993      1994       1994       1995     1995  vs  1994 

Full-Time  Equivalent  Employment    32        34       41       62         +21 

This  Office  includes  the  divisions  of  BUD  Program  Investigations  and  Fair  Bousing 
Enforcement.   The  Office  carries  out  fair  housing  complaint  investigation  activities  which 
include  the  review  of  complaint  processing  efforts.   In  addition,  the  Office  is  required  to 
conduct  fair  housing  investigations  in  the  absence  of  complaints  to  determine  if  the  Secretary 
will  file  a  Secretarial-initiated  complaint.   This  Office  is  also  responsible  for  developing  and 
executing  intergovernmental  programs  for  fair  housing  enforcement. 

The  additional  21  FTEs  requested  for  1995  will  support  the  increased  emphasis  on 
housing  discrimination  complaint  investigations. 

c.  Office  of  Program  Training  and  Technical  Assistance 

BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 
1993      1994      1994       1995     1995  vs  1994 

Full-Time  Equivalent  Employment    11        12       11         11        ... 

This  Office  is  responsible  for  providing  information,  publications,  advisory 
services  and  training  to  Field  and  Headquarters  staff  in  conjunction  with  FBBO's  Investigations 
and  Quality  Assurance  staffs.   The  Office  is  also  responsible  for  providing  technical  assistance 
and  programmatic  guidance  consistent  with  Departmental  policy  to  appropriate  organizations  in  and 
outside  of  BUD.   In  addition,  it  is  responsible  for  developing  an  interagency  training  academy 
dealing  solely  with  equal  opportunity  issues. 

No  staffing  changes  are  requested  for  1995  over  the  1994  current  estimate. 
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Salaries  and  Expenses,  Bousing  and  Urban  Development 
Budget  Activity  61   Pair  Bousing  and  Equal  Opportunity 

d.   Office  of  Program  Standards  and  Evaluation 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUM, 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DBCREAS8  - 

1993 

1994 

1994 

1995 

1995  ve  1994 

Pull-Time  Equivalent  Employment.     19      19        19         24         +5 

This  Office  is  responsible  for  reviewing  all  proposed  legislation,  regulations, 
handbooks,  notices  and  other  issuances  relating  to  the  administration  of  BOD  programs  and 
recommending  appropriate  revisions  to  such  documents  to  implement  applicable  civil  rights  laws 
and  Executive  Orders. 

In  addition,  this  Office  develops  long-range  strategies;  coordinates  research 
programs  and  evaluation  mechanisms  with  the  Office  of  Policy  Development  and  Research;  reviews 
policy  and  BUD  programs;  provides  evaluation  assistance  to  ongoing  PHBO  programs;  conducts  formal 
EO  oriented  evaluations  of  specifically  identified  BDD  programs;  implements  activities  to 
strengthen  civil  rights  data  collection  and  reporting  throughout  the  Department  and  within  PBEO, 
and  provides  feedback  to  management  on  necessary  improvements  and/or  changes  to  programs;  and 
prepares  the  annual  reports  to  Congress  on  the  state  of  fair  housing  and  on  racial  and  ethnic 
participation  in  BOD  programs. 

The  additional  5  FTEs  requested  for  1995  will  support  the  increased  emphasis  on 
mortgage  lending  discrimination  and  property  insurance  redlining  initiatives. 

e.   Office  of  fair  Bousing  Assistance  and  Voluntary  Programs 


BODGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Pull-Time  Equivalent  Employment.    20       21         20       25  +5 

This  Office  plans,  develops  and  executes  fair  housing  funded  program  activities 
under  the  Pair  Bousing  Assistance  Program,  the  Pair  Bousing  Initiatives  Program,  and  the 
Community  Bousing  Resource  Board  Program.   In  addition,  the  Office  administers  Executive 
Order  12259,  which  prohibits  discrimination  in  housing  programs,  and  Section  3  of  the  Bousing  and 
Community  Development  Act  of  196B,  as  amended,  which  provides  for  the  development  and 
implementation  of  programs  to  expand  employment  and  training  opportunities  for  lower-income 
persons.   The  Office  also  prepares  and  monitors  voluntary  agreements  including  Public  Bousing 
Affirmative  Compliance  Actions  Programs. 

The  additional  5  PTEs  requested  in  1995  will  support  the  expansion  of  the  Pair 
Bousing  Initiatives  Program  as  authorized  under  the  Bousing  and  Community  Development  Act  of 
1992. 

f .   Office  of  the  Deputy  Assistant  Secretary  for  Operations  and  Management 


BODGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Pull-Time  Equivalent  Employment.   4         4        4  4         ... 

The  Deputy  Assistant  Secretary  for  Operations  and  Management  has  responsibility  for 
the  development,  direction,  and  supervision  of  programs  designed  to  facilitate  the  administration 
of  the  Office  of  Pair  Bousing  and  Equal  Opportunity.   This  responsibility  includes,  but  is  not 
limited  to,  the  following  activities t   (a)  utilization  of  resources  to  achieve  equal  opportunity 
goals;  (b)  personnel  and  training;  (c)  staff  allocation;  (d)  performance  of  technical  and 
management  evaluations  of  Pield  components;  (e)  implementation  of  the  Department's  internal  equal 
employment  opportunity  program;  (f)  budget  formulation,  justification  and  execution;  and  (g) 
contract  administration.   The  Office  of  the  Deputy  Assistant  Secretary  includes  the  Offices  of 
Affirmative  Action  and  Equal  Employment  Opportunity,  and  Management  and  Pield  Coordination. 
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No  staffing  changes  are  requested  for  1995  over  the  1994  current  estimate. 
Office  of  Affirmative  Action  and  Equal  Employment  Opportunity 


BUDGET    CURRENT 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE 

1993      1994      1994      1995 


INCREASE  + 
DECREASE  - 
1995  vs  1994 


Pull-Time  Equivalent  Employment 


This  Office  is  responsible  for  reviewing,  recommending  for  approval,  and  monitoring 
of  hud's  Affirmative  Employment  Program  and  providing  guidance  in  the  development  and 
implementation  of  the  Headquarters  and  Field  Affirmative  Action  Plans.   This  Office  also  carries 
out  activities  under  Executive  Order  11478,  Title  VII,  the  Age  Discrimination  in  Employment  Act, 
as  amended,  and  Equal  Employment  Opportunity  Commission  and  Departmental  regulations.   The  Office 
has  assumed  responsibility  for  processing  complaints  filed  pursuant  to  the  Equal  Pay  Act,  as 
required  through  modified  regulations,  transferring  this  responsibility  from  the  Equal  Employment 
Opportunity  Commission  to  HUD.   The  following  table  projects  comparative  workload  data  for  this 
Division  for  1993,  1994,  and  1995. 

COMPLAINT  ACTIVITY 

Complaints  Received 

Carryover  from  Prior  Year 

Total  Caseload 

Complaints  Resolved 

Total  Cases  on  Hand 

No  staffing  changes  are  requested  for  1995  over  the  1994  current  estimate. 

h.   Office  of  Management  and  Field  Coordination 

BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 
1993      1994      1994      1995     1995  va  1994 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

1994 

1995 

169 

216 

225 

406 
575 

408 
624 

424 
649 

167 
408 

200 
424 

225 
424 

Full-Time  Equivalent  Employment. 


18 


This  Office  includes  the  divisions  of  Budget,  Performance  Evaluation,  Management 
Planning,  and  Administrative  Support.   The  Office  is  responsible  for  the  full  range  of  budget 
formulation  and  execution  activities,  contract  administration,  and  personnel  and  management 
services  for  all  of  FH80.   The  Office  is  also  responsible  for  providing  technical  and  management 
assistance  to  Field  Offices,  developing  FBEO's  Management  Plan,  and  preparing  and  disseminating 
core  criteria  for  performance  evaluation  reviews. 

Ho  staffing  changes  are  requested  for  1995  over  the  1994  current  estimate. 

2.   FIELD  EMPLOYMENT 


FULL-TIME  EQUIVALENT  EMPLOYMENT 


Fair  Bousing  Enforcement. 
HUD  Program  Compliance... 
EEO/Af f irmative  Action... 

FHBO  Programs 

CPD  Programs 

Housing  Programs 

Total,  FTB 


BUDGBT 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

342.6 

300.9 

355.3 

348.0 

-7.3 

83.1 

87.9 

101.5 

95.0 

-6.5 

11.7 

14.9 

12.0 

-2.9 

21.3 

14.9 

20.1 

20.1 

51.4 

70.4 

52.2 

51.0 

-1.2 

72.9 
583.0 

55.9 

530.0 

73.0 
617.0 

70.9 
597.0 

-2.1 
-20.0 

0-5 
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The  1995  Budget  proposes  597  full-time  equivalent  (PTE)  staff  for  the  Field,  a  decrease 
of  20  FTB  below  the  1994  current  estimate.   This  decrease  is  a  result  of  the  reduced  number  of 
temporary  employees  for  Title  VIII  investigations  that  will  be  required  for  1995. 

Reorganization  of  the  Office  of  Fair  Bousing  Equal  Opportunity  (FHBO)  will  enable  the 
office  to  more  effectively  implement  fair  housing  policies  and  enforce  fair  housing  laws. 

FHBO's  reorganization  is  guided  by  four  principal  objectives! 

e  Striking  a  more  balanced  approach  between  enforcement  and  compliance; 

e  Providing  customers  with  better  access  to  services; 

•  Development  of  critical  masses  of  expertise  to  implement  key  program  goals;  and 

e  Establishment  of  a  more  direct  chain  of  command  between  the  Field  and  Headquarters . 

The  most  significant  change  in  the  field  will  be  the  establishment  of  Fair  Bousing 
Enforcement  Centers  and  Program  Operations  and  Compliance  Centers. 

Fair  Bousing  Enforcement  Centers  will  accept,  refer,  and  investigate  complaints  under 
fair  housing  statutes.   This  includes  Title  VI,  Title  VIII,  Section  3,  Section  109,  Section  504, 
the  Age  Discrimination  Act,  and  Title  II  of  the  Americans  with  Disabilities  Act.   In  addition, 
these  Centers  will  oversee  HUD's  Equal  Opportunity  Employment  plan  and  Affirmative  Action  program 
as  part  of  the  fair  housing  agenda. 

Program  Operations  and  Compliance  Centers,  on  the  other  hand,  will  review  applications 
for  assistance,  review  documents,  conduct  outreach  with  program  participants,  provide  technical 
assistance  and  conduct  compliance  reviews.   Overall,  Program  Operation  and  Compliance  Centers 
will  ensure  that  recipients  of  BUD  program  funds  comply  with  laws  and  policies  related  to  civil 
rights  and  economic  opportunity. 

Fair  Housing  Field  staff  will  report  directly  to  the  Assistant  Secretary  for  FKEO. 

The  new  Fair  Housing  field  structure  will  strengthen  communications  between  Headquarters 
and  Field  staff.   This  communication  will  be  supported  by  Program  Desk  Officers  and  Field 
Coordination  Officers  working  from  Headquarters.   Program  Desk  Officers  will  provide  technical 
assistance  and  guidance  to  the  Field  staff,  and  Field  Coordination  Desk  Officers  will  act  as 
ombudpersons,  monitor  management  plan  performance  and  evaluate  field  performance. 

To  equip  employees  for  the  reorganization  and  the  changes  that  will  result  from  it, 
training  will  be  scheduled  and  telecommunications  systems  will  be  improved.   Data  systems  needs 
will  be  addressed  as  well. 

The  principal  workload  for  Field  staff  consists  of  complaint  processing,  compliance 
reviews,  monitoring,  application  reviews,  technical  assistance  and  the  support  of  voluntary 
compliance  efforts.   Such  activities  are  undertaken  as  they  relate  to  the  delivery  of  the 
Department's  Housing  and  Community  Planning  and  Development  programs,  as  well  as  to  activities  in 
the  private  sector  and  other  government  units.   In  1995,  the  Field  staffing  is  allocated  to 
strengthen  activities  under  Fair  Bousing  Enforcement  and  BOD  Program  Compliance. 
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The  Department  uses  a  productivity-based  system  (the  Resource  Allocation  Guidelines 
System)  for  developing  Field  staff  requirements.   The  following  tables  are  based  on  this  system 
and  indicate,  for  1994  and  1995,  units  of  production  for  FHEO  Field  staff  which  have  been 
identified  for  use  in  each  activity,  and  the  estimated  hours  required  for  each  unit  and  the 
resulting  full-time  equivalents  requirements.   Also,  a  table  is  included  which  shows  actual  data 
for  1993. 

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 
DETAIL  OF  FIELD  STAFFING 

1993  ACTUAL 


RESOURCE  ALLOCATION  GUIDELINE 
Fair  Housing  Enforcement: 

Title  VIII  Complainants  Assisted 

Systemic  Cases  and  Investigations 

Compliance  Reviews 

FRAP  Management 

FHIP  Management 

State  and  Local  Certification 

Subtotal 

HUD  Program  Compliances 

Title  VI  Compliance  Reviews 

PHACA  Program 

Section  504  Compliance  Reviews 

Compliance  Monitoring 

Title  Vl/Sec.  109  Complainants  Assisted.... 

Sec.  504/Age  Disc.  Complainants  Assisted 

Section  109  Compliance  Reviews 

Americans  with  Disabilities  Act  Complaints. 
Subtotal 

BEO/Affirmative  Action 

FHEO  Programs i 

FHIP  -  Outreach  Education  Management 

VAMA/CHRBS  Management /Closeou't 

Enforcement  and  Compliance  Monitoring 

Subtotal 

CPD  Programs i 

CDBG/HOME  Document  Reviews 

CDBG/BOME  Monitoring  t   TA 

Section  3  Program  Management 

CHAS  Activities 

HOPE  III  t   Shelter  Plus  Programs 

Subtotal 

Housing  Programs i 

PIH  Program  Document  Reviews 

PHA  Monitoring  t   TA 

Insured  Housing  Program/Preservation  Revs.. 

AFHMP  Monitoring  Reviews 

Subtotal 

Total 


ACCOMPLISHMENTS 

8,449 
123 
185 

38 

58 

34 


147 
285 


4,867 
672 

8,398 
844 


PROJBCTED 
UNIT  HOURS 

7S.8 
193.5 

58.7 
846.1 

72.0 
116.7 


128.9 
259.9 
132.6 


PROJECTED 
FTB 

306.7 

11.4 

5.2 

15.4 

2.0 

1.9 

342.6 


28.2 
1.0 


0.0 
83.1 


43 

111.7 

2.3 

1,682 

20.9 

16.8 

463 

9.9 

2.2 
21.3 

2,608 

15.4 

19.2 

1,774 

18.2 

15.5 

0 

0.0 

0.7 

1,950 

11.4 

10.7 

9.9 

23.1 

72.1 

23.2 

4.4 

17.7 
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FAIR  HOUSING  AMD  EQUAL  OPPORTUNITY 
DETAIL  OF  FIELD  STAFFING 


1994  CURREHT  ESTIMATES 


RESOURCE  ALLOCATION  GUIDELINE 


PROJECTED 
ACCOMPLISHMENTS 


PROJECTED 
UNIT  HOURS 


Fair  Bousing  Enforcement! 

Title  VIII  Complainants  Assisted 

Systemic  Cases  and  Investigations 

Compliance  Reviews 

Contract  Management 

State  and  Local  Certification 

Subtotal 

HUD  Program  Compliance i 

Title  VI  Compliance  Reviews 

PHACA  Program 

Section  504/Complaint/Compliance  Reviews... 
Title  Vl/Sec.  109  Complainants  Assisted.... 
Americans  with  Disabilities  Act  Complaints. 

Section  3  Complaints  Closed 

Subtotal 

BBO/Afflrmatlve  Action 

FHBO  Programs i 

VAMA/CHRBS  Management/Closeout 

CPD  Programs i 

CDBG/HOMB  Document  Reviews 

CDBG/HOME  Monitoring  t   TA 

Subtotal 

Housing  Programs i 

PIH  Program  Document  Reviews 

PHA  Monitoring  t  TA 

Insured  Housing  Program/Preservation  Revs.. 

AFHMP  Monitoring  Reviews 

Subtotal 

Total 


10,500 
109 
175 
127 
65 


62.2 
352.5 

84.7 

241.7 

73.9 


40 

1,362.4 

10 

480.2 

405 

160.9 

230 

251.5 

90 

74.2 

312.8 
18.4 


30 

1,037.0 

14.9 

750 

56.0 

20.1 

3,951 
437 

21.6 
54.5 

40.8 

2JU1 

52.2 

4,900 

800 

8,600 

8.1 

44.9 

5.6 

19.0 
17.2 
52.2 

617.0 
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PAIR  BOUSING  AND  EQUAL  OPPORTUNITY 
DETAIL  OF  FIELD  STAFFING 


1995  ESTIMATES 


RESOURCE  ALLOCATION  GUIDELINE 
Pair  HouBinq  Enforcement! 

Title  VIII  Complainants  Assisted 

Systemic  Cases  and  Investigations 

Compliance  Reviews 

Contract  Management 

State  and  Local  Certification 

Subtotal 

HUD  Program  Compliance! 

Title  VI  Compliance  Reviews 

PHACA  Program 

Section  504  Complaint/Compliance  Reviews... 

Title  Vl/Sec.  109  Complainants  Assisted 

Americans  with  Disabilities  Act  Complaints. 

Section  3  Complaints  Closed 

Subtotal 

EBO/Af firmative  Action 

PHEO  Programs i 

VAMA/CHRBS  Management /Closeout 

CPD  Programs i 

CDBG/HOME  Document  Reviews 

CDBG/BOME  Monitoring  t  TA 

Subtotal 

Housing  Programs i 

PIB  Program  Document  Reviews 

PBA  Monitoring  t   TA 

Insured  Bousing  Program/Preservation  Revs.. 

AFHMP  Monitoring  Reviews 

Subtotal 

Total 


PROJECTED 
ACCOMPLISHMENTS 

11,000 

129 

175 

257 

85 


40 

10 

480 

300 


3,960 
450 


5,801 
1,000 
9,500 
1,100 


PROJECTBD 
UNIT    BOURS 


59.5 
177.3 


1,664.0 
208.0 
121.3 
162.9 
80.8 
116.4 


21.3 
48.5 


4.8 
22.7 


15.0 

2.0 

348.0 


32.0 
1.0 

28.0 

23.5 
3.5 
7.0 

95.0 

12.0 


TRAVEL 


Headquarters. 

Field 

Total 


BUDGET 

CURRENT 

INCREASE  + 

ESTIMATE 

ESTIMATE 

ESTIMATE    ESTIMATE 

DECREASE  - 

1993 

1994 

1994       1995 

1995  vs  1994 

(Dollars 

in  Thousands) 

$330 

$255 

$584        $670 

+$86 

679 
1,009 

647 
902 

709         996 
1,293       1,666 

+287 
373 

SUMMARY 

The  1995  Budget  for  Fair  Housing  and  Equal  Opportunity  (FHEO)  proposes  a  total  funding  level 
of  $1.7  million  for  Beadquartere  and  Field  travel.   Of  this  total,  $670  thousand  will  support 
Headquarters  travel  and  the  remaining  $996  thousand  will  support  Field  travel.   The  $1.7  million 
proposed  for  fiscal  year  1995  represents  an  increase  of  $373  thousand  over  the  1994  current 
estimate.   The  additional  $373  thousand  requested  fcr  1995  will  support  principal  objectives  of 
FHEO's  reorganization,  the  increased  emphasis  on  mortgage  lending  discrimination  and  property 
insurance  redlining  initiatives,  and  the  President's  Fair  Bousing  Council. 
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4.   CONTRACTS 


BUDGET 

ACTUAL 

ESTIMATE 

1993 

1994 

The  following  table  identifies  the  specific  contracts  required  and  is  followed  by  a 
description  of  each. 

CURRENT  INCREASE  ♦ 

ESTIMATE   ESTIMATE  DECREASE  - 

1994       199!)  1995  vs  1994 
(Dollars  in  Thousands) 

Data  and  Statistical  Services...  $121  $49  $280  $280 

Public  Information  Services 2S1  249  2S0  250 

Section  504  Technical  Assistance  94  244  39  39 

Technical  Services 1,019  1,330  1,631  18,941      +$17,310 

Total 1,485  1,872  2,200  19,510      +17,310 

Data  and  Statistical  Services.   The  Department  is  required  to  report  to  Congress 
annually  the  race  and  ethnicity  of  beneficiaries,  potential  beneficiaries  and  applicants  of  KUD- 
assisted  programs.   Funding  for  this  contract  will  allow  FHEO  to  continue  to  contract  for 
technical  assistance  needed  in  the  preparation  of  this  report. 

Public  Information  Services.   The  Department  plans  to  continue  efforts  to  develop  and 
disseminate  Information  on  fair  housing  issues  to  the  public.   These  services  will  be  expanded  to 
accommodate  the  substantial  increase  in  work  resulting  from  the  Reform  Act,  the  submission  of 
Fair  Housing  Initiatives  Program  work  products  and  the  increase  in  user  requests  based  on  greater 
familiarity  with  the  services  provided. 

Section  504  Implementation  Services.   These  funds  are  needed  to  address  activities  under 
the  Section  504  Implementation  Program.   Expanded  and  updated  materials  will  focus  primarily  on 
Section  504.   However,  information  on  Title  VI,  Section  109,  Title  VIII,  and  new  HUD  programs, 
such  as  those  authorized  by  the  National  Affordable  Bousing  Act  will  be  included  where  there  is 
overlap  with  Section  504  requirements. 

Contracts  will  be  executed  tot   conduct  Field  Office  training  covering  Section  504  and 
Federally  assisted  programs;  to  develop  materials  explaining  the  requirements  of  the  new  Section 
504  Federally  conducted  rule;  to  acquire  technical  assistance  materials  produced  by  other 
organizations  that  will  be  needed  to  carry  out  the  Section  504  Program;  and  to  obtain 
subscriptions  to  publications  related  to  housing  and  disabilities  issues.   Additionally,  funds 
will  be  needed  to  cover  the  costs  associated  with  brailling  and  taping  of  a  wide  range  of  FHEO 
materials. 

Technical  Services.   The  Department  will  enter  into  contracts  to  provide  the  support 
needed  to  address  in-house  complaint  investigations,  and  provide  technical  expertise  on  more 
complex  issues.   In  addition,  FHEO  will  continue  its  contract  for  testing  which  is  used  as  an 
investigative  tool.   These  on-going  services  will  be  expanded  by  reinforcing  ways  in  which 
supervisors  can  ensure  that  investigations  meet  a  very  high  standard  of  quality  by  addressing 
both  the  substantive  content  and  the  efficiency  and  timeliness  of  investigations  and  compliance 
reviews . 

In  1995,  $17.3  million  is  requested  for  Technical  Assistance  for  new  fair  housing 
initiatives.   The  $17.3  million  includes!   (1)  funding  for  special  units  and  to  hire 
contractors /technical  experts  to  manage  and  implement  the  mortgage  lending  discrimination  and 
property  insurance  redlining  initiatives  ($2  million);  (2)  funding  to  cover  administrative  costs, 
Regional  Planning  and  housing  counseling  for  the  metropolitan  area-wide  assisted  housing  program 
($15  million);  and  (3)  funding  to  carry  out  the  responsibilities  of  the  Pair  Housing  Council 
($0.3  million). 


0-10 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994  and  199S. 

BUDGET  ACTIVITY  7 1   DEPARTMENTAL  MANAGEMENT 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Total  Budget  Activity $9,648  $11,618  $10,601  $13,997      +$3,396 

Full -Time  Permanent  Appointments, 

End  of  Year 89  110  109  109 

Full-Time  Equivalent  (FTE)  Employment.  98  110  105  111           +6 

NOTE i   Pull-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalents.   They  are  not  control  numbers  and 
may  vary  depending  on  conditions.   FTBs  exclude  overtime  and  terminal  leave. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Departmental  Management  activity  includes  the  Office  of  the  Secretary  and  Deputy 
Secretary  and  other  staff  offices  under  the  Secretary's  immediate  direction.   The 
responsibilities  of  the  Department  are  administered  under  the  supervision  and  direction  of  the 
Secretary,  who  is  responsible  for  the  administration  of  all  programs,  functions  and  authorities 
of  the  Department.   The  Deputy  Secretary  assists  the  Secretary  in  the  discharge  of  his  duties  and 
responsibilities,  and  serves  as  Acting  Secretary  in  the  absence  of  the  Secretary.   In  addition  to 
the  Office  of  the  Secretary  and  Deputy  Secretary,  this  activity  includes  seven  small  offices  of 
highly  specialized  staff  with  Departmentwide  responsibility  for  the  following  functions i 
management  of  Field  operating  policies  and  procedures;  labor  relations  matters;  participation  of 
small  and  disadvantaged  businesses  in  the  contracting  activities  of  the  Department;  public 
affairs;  Congressional  and  intergovernmental  relations;  and  administrative  judicial  proceedings. 
Collectively  and  separately,  these  offices  are  essential  to  the  independent  formulation  and 
review  of  Departmental  policy  and  the  promotion  and  interpretation  of  that  policy. 

During  1993,  functions  of  the  Office  of  the  Special  Assistant  for  Indian  and  Alaska 
Native  Programs  were  transferred  from  the  Office  of  the  Secretary  to  the  Office  of  the  Assistant 
Secretary  for  Public  and  Indian  Housing  as  required  by  Section  902  of  the  Housing  and  Community 
Development  Act  of  1992. 

2.  WORKLOAD 

The  Secretary,  as  head  of  the  Department  and  as  a  Cabinet  Member,  is  responsible  for  the 
administration  of  all  programs,  functions,  and  authorities  of  the  Department;  for  the  regulation 
of  the  Federal  National  Mortgage  Association  and  the  Federal  Home  Loan  Mortgage  Corporation;  for 
enforcing  Federal  Fair  Housing  law,  educating  the  public  on  the  rights  and  duties  created  by  that 
law,  and  encouraging  State  and  local  governments  and  the  private  sector  to  assist  the  Federal 
Government  in  guaranteeing  equal  housing  opportunities;  and  for  advising  the  President  on  Federal 
policy,  programs,  activities  relating  to  housing  and  community  development,  and  equal  housing 
opportunity.   The  Secretary  formulates  recommendations  for  basic  policies  in  the  fields  of 
housing  and  community  development  and  works  with  the  Executive  Office  of  the  President  as  well  as 
other  Federal  agencies  in  keeping  Federal  economic  and  fiscal  policies  consistent. 

The  Secretary  meets  with  governors,  mayors  and  other  State  officials,  county  executives 
and  other  local  officials,  and  regional  and  neighborhood  leaders,  and  assists  the  President  in 
achieving  maximum  coordination  among  the  various  Federal  activities  which  have  a  major  effect 


830 


Salaries  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  7 i   Departmental  Management 


upon  urban,  suburban,  metropolitan,  or  rural  housing  and  community  development.   The  Deputy 
Secretary  assists  the  Secretary  in  the  performance  of  his  duties  and  responsibilities,  and  serves 
as  Acting  Secretary  in  the  absence  of  the  Secretary. 

The  Office  of  the  Assistant  to  the  Secretary  for  Field  Management  advises  the  Secretary, 
Deputy  Secretary,  and  other  principal  staff  of  the  Department  on  the  adequacy  and  effectiveness 
of  operating  policies  and  procedures  in  the  Field.   Under  the  new  field  structure,  the  Assistant 
to  the  Secretary  for  Field  Management  has  direct  line  authority  to  the  Department's  52  State 
Offices  and  29  Area  Offices  and  is  the  Secretary's  principal  management  official  in  all  matters 
dealing  with  the  coordinated  delivery  of  HUD  program  services. 

The  Office  of  Small  and  Disadvantaged  Business  Utilization  is  responsible  for  providing 
technical  direction  and  coordination  on  all  matters  relating  to  the  Department's  participation  in 
small  and  disadvantaged  businesses  in  the  contracting  activities  of  the  Department.   The  Office 
oversees  the  Department's  small  and  disadvantaged  business  set-aside  activity,  and  has 
Departmentwide  responsibility  for  carrying  out  relevant  authorities  for  the  Department's  Minority 
Business  Enterprise  (MBE)  programs,  including  monitoring,  evaluating  and  reporting  MBE  activities 
to  the  Secretary,  the  Congress,  the  President,  and  the  general  public.   The  Director  of  Small  and 
Disadvantaged  Business  Utilization  represents  the  Secretary  before  Congressional  committees  and 
at  meetings  on  related  program  activities  with  Federal,  State  and  municipal  or  private 
organizations.   This  Office  was  established  in  1979  pursuant  to  the  provisions  of  Section  15(k) 
of  the  Small  Business  Act,  as  amended  (Sec.  221,  P.L.  9S-507). 

The  Office  of  the  Assistant  to  the  Secretary  for  Labor  Relations  provides  for  effective 
coordination  of  the  functions  involved  as  the  Secretary's  representative  on  significant  policy 
objectives  relating  to  labor  relations  matters.   The  Office  has  overall  responsibility  for  the 
efficiency  and  effectiveness  of  HDD's  labor  relations/labor  standards  enforcement  functions  and 
serves  as  principal  policy  advisor  to  the  Secretary  on  labor  relations  matters,  labor  standards 
enforcement,  and  organized  labor,  particularly  in  the  building  and  construction  trades.   The 
Office  seeks  affirmative  relationships  with  and  support  from  contractor  organizations  and 
organized  labor  for  the  housing  and  community  development  goals  of  the  Department. 

The  Office  of  the  Assistant  Secretary  for  Public  Affairs  advises  the  Secretary  and 
Departmental  staff  on  public  and  media  relations,  and  coordinates  the  Department's  efforts  to 
keep  the  public  Informed  of  its  actions.   The  basic  mission  of  the  Public  Affairs  staff  is  to 
publicize  HUD  policies  and  programs  and  to  respond  to  inquiries  from  the  press  and  the  public. 
This  mission  is  accomplished  through  the  Office's  two  main  operational  arms:   the  Office  of  Press 
Relations,  which  coordinates  liaison  between  the  Department  and  members  of  the  media;  and  the 
Office  of  Policy  Support,  which  researches  and  prepares  a  diverse  range  of  written  communications 
including  speeches,  articles,  reports,  scripts,  and  public  statements. 

The  Office  of  Congressional  and  Intergovernmental  Relations  provides  services  and 
information  to  the  Congress  concerning  all  programs  and  activities  of  the  Department.   The  Office 
coordinates  development  of  the  Department's  legislative  program  in  cooperation  with  the  General 
Counsel,  and  oversees  the  progress  of  the  Department's  legislative  program  in  the  Congress, 
assisting  in  resolving  intra-departmental  policy  differences  and  differences  between  the 
Department  and  the  Office  of  Management  and  Budget  on  legislative  matters.   The  Office 
coordinates  policy  formulation  and  implementation,  and  serves  as  the  principal  contact  with  State 
and  local  governments,  as  well  as  public  interest  groups,  to  provide  information  regarding  the 
Department's  programs  and  initiatives. 

The  Administrative  Law  Judges  are  independent,  impartial  triers  of  fact  in  on-the-record 
hearings  similar  to  trial  judges  conducting  civil  trials  without  a  jury.   Their  jurisdiction 
includes  housing  discrimination  cases  arising  under  the  Fair  Housing  Amendments  Act  of  1986; 
civil  money  penalties  and  Mortgagee  Review  Board  cases  arising  under  the  Department  of  Housing 
and  Urban  Development  Reform  Act  of  1989;  fraud  cases  arising  under  the  Program  Fraud  Civil 
Remedies  Act;  statutory  and  regulatory  debarment  cases;  and  a  variety  of  other  cases  arising 
under  laws  and  regulations  providing  for  the  Secretary  or  an  administrative  law  judge  to  lie  the 
presiding  official. 

The  HUD  Board  of  Contract  Appeals,  pursuant  to  the  Contract  Disputes  Act  of  1978 
(P.L.  95-563),  acts  for  the  Secretary  as  an  Independent  forum  for  hearings  and  for  the  issuance 
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of  final  decisions  in  all  appeals  by  contractors  from  final  written  decisions  of  contracting 
officers.   The  decisions  of  the  Board  in  these  appeals  are  binding  on  the  Department  and  the 
contractor,  but  can  be  appealed  to  the  U.S.  Court  of  Appeals  for  the  Federal  Circuit.   In 
addition,  the  Board  hears  and  makes  determinations  on  behalf  of  the  Secretary  on  administrative 
appeals  relating  to  the  debarment  and  suspension  of  contractors,  Mortgagee  Review  Board 
decisions,  and  Departmental  actions  related  to  IRS  offsets  of  tax  refunds  of  individuals  indebted 
to  the  Department.   The  Board  has  the  flexibility  to  provide  either  a  full  trial  with  discovery, 
subpoenas,  and  formal  trial  procedures,  or  more  informal,  expedited  hearings  for  appellants  with 
small  claims  against  the  Department.   All  final  decisions  are  written,  and  more  than  half  of  the 
Board's  hearings  are  held  in  the  appellant's  city  to  accommodate  small  business  and  pro  se 
appellants. 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LBVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  for  1993,  1994  and  1995.   All  staff  for  this  activity  are  located  in  Headquarters i 


GRADE 


ACTUAL 
1993 


ESTIMATE 
1994 


ESTIMATE 
1995 


EXECUTIVE  LEVEL  I... 
BXECUTIVE  LEVEL  II.. 
BXECUTIVB  LEVEL  III. 
EXECUTIVE  LEVEL  IV.  . 
ES-6 


ES-5 

ES-4 , 

ES-3 

ES-2 

ES-  1 

AL-2 

Al-3 

CA-1 

CA-2 

CA-3 

GS/GM- 15 

GS/GM-14 

GS/GM-13  and  below 

Total  Full-Time  Permanent 

Full -Time  Equivalent  Employment.. 


109 
105 


EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  Full-Time  Equivalent  Employment  for  the 
organizations  within  Departmental  Management. 


FULL-TIM*   KQnTvatEHT    (FTE)    EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL  ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993     1994 

1994 

1995 

1995  vs  1994 

Immediate  Office  of  the  Secretary/ 

Deputy  Secretary 22.9  27.3 

Field  Management 8.4  8.9 

Small  and  Disadvantaged  Business  Utili..  3.4  4.0 

Labor  Relations 5.9  5.9 

Public  Affairs 13.4  15.8 

Congressional  t  Intergovernt ' 1  Relations  25. 7  30.3 

Administrative  Law  Judges 12.6  12.4 

HUD  Board  of  Contract  Appeals 5.7  5.4 

Total  Full-Time  Equivalent  Employment.  98.0  110.0 

NOTE!   FTE  exclude  overtime  and  terminal  leave. 


3.6 

4.0 

+0.4 

6.1 

6.0 

-0.1 

14.3 

16.0 

+  1.7 

27.7 

30.6 

+2.9 

12.9 

12.5 

-0.4 

5.8 
105.0 

5.4 

111.0 

-0.4 
+6.0 
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The  difference  between  the  1994  budget  estimate  of  110  FTEs  and  the  1994  current  estimate  of 
10S  FTEs  is  the  result  of  a  delay  in  filling  positions  imposed  by  the  Department  in  order  to  meet 
funding  constraints  primarily  associated  with  the  requirement  to  absorb  unbudgeted  expenses  such 
as  the  locality  pay. 

TRAVEL 

The  table  below  identifies  travel  requirements  unique  to  this  activity.   All  travel  for  this 
activity  is  by  Headquarters'  staff. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  VB  1994 

(Dollars  in  Thousands) 

Headquarters $262     $673      $473      $673         +$200 

The  travel  funding  requested  in  the  1994  Budget  estimate  was  in  support  of  the  travel  by  the 
Secretary  and  Deputy  Secretary,  and  other  senior  staff  in  meetings  with  State  and  local  officials 
and  regional  and  neighborhood  leaders.   Travel  by  these  officials  promotes  and  assists  the 
Administration  and  the  President  in  achieving  the  President's  and  the  Secretary's  goals  and 
priorities  for  the  Department  and  in  promoting  maximum  coordination  among  the  various  Federal 
activities  upon  urban,  suburban,  and  metropolitan,  or  rural  housing  and  community  development. 
Because  of  the  serious  funding  situation  faced  by  the  Department  in  1994  as  a  result  of  the 
requirement  to  absorb  unanticipated  and  unbudgeted  expenses,  it  was  necessary  to  reduce  the 
travel  funding  available  to  Departmental  Management  by  $200  thousand. 

The  travel  funding  request  of  $673  thousand  for  1995  reflects  an  increase  of  $200  thousand 
over  the  1994  current  budget  estimate  of  $473  thousand  and  restores  the  travel  funding  to  the 
original  level.   This  is  essential  for  establishing  a  strong  foundation  for  implementing  the 
President's  housing  and  community  investment  agenda  and  for  the  Department  to  move  forward  in 
meeting  the  Secretary's  six  major  goals  and  priorities. 

CONTRACTS 

The  table  below  identifies  the  specific  contracts  unique  to  this  activity  and  is  followed  by 
a  brief  description  of  each  item. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL  ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993     1994 

1994 

1995 

1995  vs  1994 

208 

165 

208 

125 
446 

125 
405 

125 
453 

(Dollars  in  Thousands) 

Data  and  Statistical  Services ...     $25       $25       $2S 

Technical  Services $44      63        65        70 

Training  Support,  Non-Federal  Employees  ...      25        25        25 

Public  Information  Services 5: 

Temporary  Employment  Services 8 

Total 171 

a.  Data  and  Statistical  Services 

For  1994  and  1995  this  includes  data  gathering  for  specialized  bousing  programs.   This 
contract  provides  for  outside  assistance  in  obtaining  architectural,  engineering  or  related 
studies  of  cost-efficient  housing  suitable  for  those  with  special  needs.   The  data  will  be  used 
to  prepare  recommendations  based  on  an  extensive  amount  of  research  required  to  obtain 
statistical  and  related  data  on  specialized  housing  and  community  development  programs. 

b.  Technical  Services 

Data  services  provide  important  and  timely  Information  and  assistance  to  senior  staff  in 
various  offices  such  ast   (1)  Public  Affairs — for  preparation  of  press  releases,  speeches, 
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background  and  briefing  papers,  "op-ed"  pieces  and  other  written  material  produced  by  the  Office 
of  Public  Affairs;  (2)  HUD  Board  of  Contract  Appeals — to  enable  the  staff  to  conduct  legal 
research  in  the  most  cost  efficient  manner;  and  (3)  Office  of  the  Administrative  Law  Judges — for 
legal  research  to  assist  the  Department's  Administrative  Law  Judges  in  making  rulings  on  pending 
court  decisions.   The  increase  of  $5  thousand  in  1995  is  for  a  new  service  for  the  Office  of 
Labor  Relations — an  electronic  subscription  to  laws  and  regulations  governing  Davis-Bacon  Wage 
determinations.   This  will  reduce  the  overall  cost  to  the  government  for  this  information  which 
is  currently  supplied  via  printed  subscription. 

The  Office  of  Public  Affairs  must  provide  transcripts  and  electronic  duplicates  of 
media  appearances  by  the  Secretary,  senior  HUD  officials,  and  top  level  executives  of  the 
Administration  for  analysis,  and  review  by  program,  policy  and  Field  staff.   The  need  also  exists 
for  services  which  enable  the  office  to  communicate  using  current  electronic  technology.   In  an 
effort  to  provide  a  greater  measure  of  news  wire  access,  the  Office  has  expanded  coverage  to 
include  the  Federal  News  Service.   These  kinds  of  services  demand  expertise  in  technology  and 
constitute  a  special  requirement  for  contract  funds. 

Funds  are  also  used  to  cover  costs  of  the  Washington  Alert,  a  legislative  tracking 
service,  which  provides  the  Office  of  Congressional  and  Intergovernmental  Relations  with  the 
ability  to  more  effectively  track  legislation,  obtain  information  on  hearings,  mark-up  sessions, 
conferences  and  Floor  Action.   The  service  also  makes  available  up-to-date  vote  analysis  and 
member  profiles,  along  with  a  daily  summary  of  housing  issues  under  consideration  and  contained 
in  the  Congressional  Record. 

c.  Training  Support,  Hon-Federal  Employees 

In  1994  and  1995,  professional  services  are  needed  by  the  Office  of  Small  and 
Disadvantaged  Business  Utilization  (OSDBU)  to  provide  expert  support  for  outreach  on  behalf  of 
small,  minority  and  women  business  owners.   The  engagement  of  outside  contractual  services  will 
include,  but  not  be  limited  to,  conference  management,  development  and  dissemination  of 
materials,  and  other  logistical  assistance. 

d.  Public  Information  Services 

These  funds  are  to  provide  for  the  distribution  of  news  materials  to  media  outlets 
within  the  Washington,  DC  metropolitan  area.   In  addition,  funds  will  provide  for  information 
outreach  to  the  public  with  respect  to  the  provisions  of  the  Fair  Housing  Amendments  of  1988. 
This  public  education  program  will  include  new  and  expanded  categories  of  discrimination, 
handicapped  and  familial  status. 

These  funds  also  provide  for  the  development  of  audio-visual,  print,  and  other 
communication  materials  to  support  the  public  communication  needs  of  the  Department.   The  funds 
are  administered  by  the  Office  of  Public  Affairs  in  consultation  with  the  program  offices.   The 
objective  is  to  coordinate  Departmental  communication  efforts  for  consistency  with  HUD  goals  and 
priorities,  to  ensure  that  all  communication  efforts  are  coordinated  effectively,  and  to  make 
sure  that  the  vehicles  produced  reach  their  intended  audiences  with  relevant  and  useful 
information. 

The  request  of  $208  thousand  for  1995  reflects  an  increase  of  $43  thousand  over  the  1994 
current  budget  estimate  of  $165  thousand  and  restores  the  public  information  services  funding  to 
the  original  level.   This  is  essential  for  communicating  the  President's  housing  and  community 
Investment  agenda  and  meeting  the  Secretary's  goals  and  priorities. 

e.  Temporary  Employment  Services 

These  funds  are  required  to  provide  for  temporary  personnel  to  support  priority  tasks 
and  initiatives  in  the  Office  of  the  Secretary,  most  of  which  will  be  short-term  requirements  and 
result  in  the  need  for  highly  skilled  temporary  secretarial/clerical  support  in  1994  and  1995. 
Tasks  to  be  performed  will  include  typing,  computer  input,  word  processing,  photocopying,  mail 
handling,  telephone  coverage,  and  various  other  related  clerical  functions. 
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LEAD-BASED  PAINT  HAZARD  REDUCTION  PROGRAM 


PROGRAM  HIGHLIGHTS 


Program  Level i 
Reservations  a/ 


BUDGET 

CURRENT 

INCREASE  -t 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE      DECREASE  - 

1993 

1994 

1994 
(Dollars 

1994    b/ 
in  Thousands) 

1995   h/  199S  vs  1994 

$100,000 

HA 

$146,206 

$91,000     -$55,206 

Budget  Authority 
(Appropriations) i 
Enacted  or  proposed  a/. 


Outlays  a/. 


100,000 

100,000 

$150,000 

150,000 

100,000 

-50,000 

1,477 

61,695 

HA 

50,310 

92,610 

+42,500 

a/   Included  within  the  Annual  Contributions  for  Assisted  Housing  account. 

b/  The  1995  Budget  reflected  a  proposed  rescission  of  $50  million  of  the  $150  million 

appropriated  in  1994  (Rescission  Proposal  No.  R-94-26,  dated  November  1,  1993).   The 

Congress  did  not  approve  the  rescission  proposal;  thus,  the  estimates  for  1994  and  1995 
include  activity  resulting  from  the  $50  million. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

An  appropriation  of  $100  million  is  requested  in  1995  for  lead  abatement  grants  and 
other  activities  intended  to  reduce  lead-based  paint  hazards  in  privately-owned  housing.   The 
request  includes  proposed  set-asides  of  $5  million  for  technical  assistance  and  capacity  building 
for  grantees  and  $10  million  for  research  and  technological  activities  in  support  of  the  program. 
Additional  authorizing  legislation  is  required  for  the  appropriation  request,  including  the 
proposed  set-asides. 

2.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

Approximately  $96  million  of  the  1993  grant  reservations  estimate  ($147.7  million)  did 
not  occur  due  to  the  difficulty  of  negotiating  grant  agreements.   These  reservations  occurred  in 
early  1994  Instead.   Actual  outlays  ($1.5  million)  were  less  than  the  estimate  ($14.8  million) 
due  to  the  delays  in  the  timing  of  grant  reservations,  and  States  not  having  properly  certified 
contractors. 

3.  CHANGES  FROM  1994  BUDGET  ESTIMATES 

The  current  1994  reservations  estimate  of  $146.2  million  exceeds  the  Budget  estimate  of 
$100  million.   This  reflects  two  factors:   (1)  the  reservation  in  1994  of  nearly  all  of  the  1993 
carryover  of  $96  million;  and,  (2)  Congress  enacting  a  larger  1994  appropriation  ($150  million) 
than  requested  ($100  million).   Of  the  $100  million  appropriated  in  1994,  approximately 
$50  million  will  be  reserved  in  1994.   The  balance  of  the  $100  million  is  expected  to  be  reserved 
in  1995. 

The  current  outlay  estimate  is  revised  downward  to  $50.3  million  from  $61.7  million 
based  on  the  lower  reservation  level  in  1993. 

EXPLANATION  OF  INCREASES  AND  DECREASES 


The  1995  appropriation  request  of  $100  million  is  consistent  with  the  amount  requested  for 
1994.   Reservations  are  projected  to  decrease  because  of  the  lower  appropriation  estimate  and  the 
availability  for  reservation  In  1994  of  nearly  all  of  the  $100  million  appropriation  from  1993. 
Outlays  are  projected  to  increase  significantly  due  to  the  larger  obligated  balances  available 
for  disbursement  at  the  start  of  1995. 
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The  outlay  increase  of  $62  million  for  fiscal  year  1995  represents  the  acceleration  of 

program  activities  as  cumulative  obligations  increase,  and  as  grantees  move  beyond  their  grace 

period  for  implementing  a  certification  program  and  advance  into  the  actual  hazard-reduction 
work. 

PROGRAM  DESCRIPTION  AND  ACTIVITY 

1.  Legislative  Authority.     The  1992  Appropriations  Act  (P.L.  102-139)  and  the  1993 
Appropriations  Act  (P.L.  102-389)  provided  the  initial  legislative  authority  for  the  Department's 
lead-hazard  reduction  activities  for  privately  owned  housing.   Subsequently,  the  Housing  and 
Community  Development  Act  of  1992  (P.L.  102-550)  provided  substantive  authorization,  under 
Title  X,  for  a  "Lead-Based  Paint  Hazard  Reduction"  program.   The  1992  Act  authorized 
appropriations  of  $125  million  and  $250  million  for  fiscal  years  1993  and  1994,  respectively. 

2 .  Lead-Based  Paint  Abatement  and  Poisoning  Prevention  Organization .   The  Director  of  the 
Office  of  Lead-Based  Paint  Abatement  and  Poisoning  Prevention  is  responsible  to  the  Secretary  for 
all  lead-based  paint  activities  of  the  Department  including  policy  development,  studies,  surveys, 
analyses,  testing,  standards  and  technology  development,  acceptance  and  certification  procedures, 
demonstrations,  pilot  operations,  and  the  development  of  training  curricula  to  achieve  the  lead- 
hazard  reduction  mission  of  the  Department.   This  Office  is  responsible  directly  tor.  the 
administration  of  the  Lead-Based  Paint  Hazard  Reduction  program  authorized  by  Title  X  of  the  HCD 
Act  of  1992. 

3.  Goals  of  the  Lead-Hazard  Reduction  Program.   The  direct  goal  of  the  lead-hazard 
reduction  program  is  to  encourage  and  facilitate  the  removal  or  reduction  of  lead-based  paint  and 
other  lead  hazards  from  the  nation's  housing.   The  policy  goal  of  the  program  is  to  reduce  the 
incidence  of  lead-based  paint  poisoning  among  the  nation's  children,  to  be  evidenced  by  a  decline 
in  the  number  of  children  showing  an  elevated  blood-lead  level  when  screened  for  lead. 

Traditionally,  housing  construction  and  rehabilitation  have  been  State  and  local 
processes:   locally  regulated,  locally  constructed,  and  locally  financed-   Until  recently,  with  a 
few  notable  exceptions,  there  has  been  relatively  little  attention  given  to  lead  hazards  by  State 
and  local  governments.   Much  of  the  HOB  effort  in  1993  and  1994  is  aimed  at  using  the  leverage  of 
grant  program  funding  to  provide  incentives  to  stimulate  greater  involvement  of  States  and  local 
governments. 

The  Federal  government  can  provide  leadership  and  incentives;  it  can  define  the  problem 
and  propose  solutions;  and  it  can  do  research  and  set  standards.   Dltimately,  however,  the 
strategies  and  methods  devised  must  be  applied  locally,  in  particular  communities,  under  local 
oversight  for  safety  and  efficacy.   This  Budget  taxes  important  steps  towards  that  Federal 
leadership  role. 

4.  Allocations.   Estimated  allocations  for  lead-hazard  reduction  activities  for  fiscal 
years  1993-1995  are  shown  in  the  table  below: 


Category: 

A.  Grants  for  Private  Bousing  Abatement 

B.  Technical  Assistance  and 

Capacity  Building 

1.  State  Certification  Grants 

2 .  Technical  Assistance  and  Evaluation 

3.  Grantee  Technical  Assistance  and 

Capacity  Building 

Subtotal 

;.   Research  and  Technology 

Total 

a/  As  directed  in  1993  Appropriations  Act  (P.L.  102-389). 

b/  Proposed  amendments  to  Title  X  of  the  HCD  Act  of  1992. 


ACTUAL 
1993 

CURRENT 

ESTIMATE 

1994 

INCREASE  + 
ESTIMATE    DECREASE  - 
1995     1995  vs  1994 

>90,000 

(Dollars 
$142,000 

in  Thousands) 
$85,000     -$57, 000 

3,000 

3,000 

-3,000 

2,000 

a/ 

5,000 

3,000 

5,000 

5,0  00 

'S.I 

+5.000 

-2,000 

5,000 
100,000 

5,000 
150,000 

10.000 
100,000 

y 

+5.000 
-50,000 
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CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1994  vs  1993 

(Dollars  in  Thousands) 


Grants  for  Private  Housing  Abatement 
to  States  and  Local  Governments 


$90,000    $142,000   $85,000     -$57,000 


This  Budget  requests  $85  million  for  abatement  grants  to  States  and  local 
governments  with  an  approved  Comprehensive  Housing  Af {credibility  Strategy  to  fund  lead-hazard 
reduction  activities  in  private  low-income  rental  housing  and  private  low-  and  moderate-income 

homeowner ship  dwellings. 

It  is  essential  to  a  comprehensive,  capacity-building  program  that  this  element  of 
the  program  continue.   This  activity  has  begun  the  building  of  a  core  of  trained,  experienced 
contractors,  workers,  and  inspectors  in  each  State  it  affects.   By  the  end  of  fiscal  year  1995, 
HUD  expects  to  have  80  to  90  grantees  spread  across  the  country  in  the  active  development  of  that 
base  of  experienced  workers. 

Equally  important,  the  funding  of  these  grants  provides  a  very  powerful  stimulus  for 
inducing  States  to  commit  to  the  Lead-Based  Paint  Certification  program  under  development  by  the 
Environmental  Protection  Agency.   In  each  round,  States  that  do  not  have  a  certification  program 
in  place  are  allowed  to  compete  for  funds  if  they  provide  letters  of  intent  from  the  Governor  and 
a  responsible  person  in  the  State's  legislature  pledging  to  enact  legislation  and  establish  a 
program  within  a  stated  time-period.   If  their  proposal  otherwise  merits  an  award,  they  receive 
conditional  grants  and  small  advances  to  assist  the  establishment  of  the  certification  program. 
The  bulk  of  the  conditional  grant  funds  will  be  released  upon  fulfillment  of  the  pledges. 

In  the  first  two  rounds,  approximately  40  States  were  represented  among  the 
applicants  (either  States  applying  directly  or  applicant  communities  within  States).   All 
applicants  provided  the  requested  letters  pledging  intent.   The  Department  is  extremely 
encouraged  by  that  response  to  the  incentive  strategy  and  expects  that  those  not  receiving  awards 
in  the  first,  second  or  third  round  will  reapply  in  the  fourth  round.   In  the  meanwhile.  States 
that  did  not  win  initially  are  expected  to  continue  to  pursue  the  pledged  establishment  of  a 
certification  program. 

CURRENT  INCREASE  ♦ 

ACTUAL   ESTIMATE  ESTIMATE     DECREASE  - 

1993      1994  1995     1995  vs  1994 

(Dollars  in  Thousands) 


Technical  Assistance  and 
Capacity  Building 

1.  State  Certification  Grants 

2.  Technical  Assistance  and  Evaluation 

3.  Grantee  Technical  Assistance  and 

Capacity  Building 


3,000 
2,000 


$3,000 
3,000 


+$2,000 
-3,000 


B.l.   State  Certification  Grants 


For  fiscal  year  1993  assistance  to  States  establishing  Certification  Programs,  HUD 
worked  very  closely  with  the  Environmental  Protection  Agency  (EPA)  which  has  the  primary 
responsibility  for  developing  and  enforcing  the  State  Certification  Program.   HUD's  fiscal  year 
1994  NOPA  continues  to  reflect  that  collaboration  between  HUD  and  EPA,  and  creates  the  incentives 
to  help  direct  States  towards  compliance  with  the  program  standards  EPA  established  in  this  field 
but  it  does  not  offer  grants  directly  to  the  States.   Rather,  the  Department  intends  to  execute 
an  Interagency  Agreement  with  EPA  which  will  allow  EPA  to  distribute  the  $3  million  appropriated 
in  1994  (and  any  unused  funds  from  HUD's  1993  appropriation),  along  with  EPA's  own  new  funding 
for  this  purpose. 
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Section  1021,  Title  X,  of  the  BCD   Act  of  1992  amended  the  Toxic  Substances 
Control  Act  by  adding  a  new  Title  IV.   Section  404(g)  of  that  title  authorizes  EPA  to  make  grants 
to  assist  States  to  establish  Certification  programs  that  comply  with  EPA's  national  program.   In 
fiscal  year  1993,  the  passage  of  Title  X  followed  the  fiscal  year  1993  Appropriations  Act  for  EPA 
and  HUD,  and  there  was  no  opportunity  to  fund  EPA  under  Section  404(g).    HDD  is  not  proposing 
any  funding  for  State  certification  grants  in  199S  because  of  the  activity  now  centered  in  EPA. 

B.2.   Technical  Assistance  and  Evaluation 

The  1993  Appropriations  Act  included  a  specific  set-aside  of  $2  million  for  this 
activity.   HUD  was  directed  to  make  a  grant  to  the  then  newly  formed  National  Center  for 
Lead-Safe  Housing  and  has  complied  with  that  direction.   A  grant  was  made  to  the  Center  to 
conduct  a  4-year  technical  assistance  and  evaluation  program  focussing  on  the  State  and  local 
government  grantees,  which  will  be  conducting  lead-hazard  reduction  activities  under  fiscal  year 
1992,  1993  and  1994  funding  for  this  purpose.   The  Center  has  assembled  a  very  strong  team  of 
experts  with  experience  in  local  abatement  efforts,  the  health  sciences,  and  university  lead- 
based  paint  research  and  training  initiatives. 

B.3.   Grantee  Technical  Assistance  and  Capacity  Building. 

HUD  is  proposing  legislation  to  increase  its  technical  assistance  and  capacity 
building  support  to  grantees  in  1995,  both  directly  and  indirectly  through  contracts  and  other 
funding  mechanisms.   In  1994  and  1995,  HDD  will  continue  to  offer  the  same  kinds  of  technical 
assistance  to  fiscal  year  1993,  1994  and  1995  abatement  awardees  as  offered  to  fiscal  year  1992 
awardeeB,  and  will  begin  the  summaries  of  the  progress  of  the  evaluation  effort. 

This  may  include  additional  funding  to  support  the  above  mentioned  4-year 
effort,  and  to  add  additional  communities  among  the  awardees  of  HDD's  grants  to  States  and  local 
governments  for  lead  abatement  programs.   The  additional  evaluation  work  will  focus  on 
lead-reduction  innovations  not  offered  among  the  earlier  awardees,  and  in  adding  additional 
dwellings  for  review  for  abatement  alternatives  that  were  under-represented  among  the  previous 
grant  communities.   The  additional  funding  will  also  include  provision  for  an  extended  evaluation 
of  a  selected  subset  of  the  grantees  to  assure  that  the  benefits  of  various  forms  of  abatement 
are,  in  fact,  long-term  benefits. 

CURRENT  INCREASE  ♦ 

ACTUAL     ESTIMATE  ESTIMATE      DECREASE  - 
1993       1994        1995       1995  vs  1994 

(Dollars  in  Thousands) 

C.   Research  and  Technology....      $5,000      $5,000      $10,000        +$5,000 

The  Department  is  also  proposing  legislation  to  broaden  the  Secretary's 
authority  to  carry  out  a  comprehensive  research  program  to  attack  lead-based  paint  problems  in 
the  nation's  housing. 

This  proposal,  which  would  expand  research  funding  to  $10  million  in  1995,  would 
permit  the  existing  funding  set-aside  for  research  and  technical  activities  in  the  program  to  be 
used  for  lead-based  paint  research  under  the  Department's  broader  basic  research  authority, 
Title  V  of  the  Housing  and  Urban  Development  Act  of  1970,  including  demonstrations,  pilot  testing 
of  new  or  improved  programs  of  public  education  on  lead  hazards,  and  the  development  of  training 
modules  on  lead  hazards.   It  also  would  permit  work  under  this  set-aside  to  be  done  by  HUD  staff 
or  under  contracts  or  other  agreements. 

In  fiscal  year  1994,  HDD  continued  its  funding  of  awards  addressing  the  research 
and  evaluation  agenda  listed  in  Sections  1051,  1052  and  1053  of  Title  X.   HDD  made  awards  toi 
(1)  revise  the  HUD  Guidelines  for  the  Lead-Based  Paint  Hazard  Evaluation  and  Reduction;  (2)  to 
support  research  on  lead-based  paint  hazards  in  ductwork  and  carpeting;  (3)  to  support  research 
in  the  development  of  ASTH  standards  for  enrapsulants ,  for  field  lead-detection  equipment  (XRFs), 
and  for  several  lead-hazard  reduction  activities;  (4)  to  compare  dust-wipe  testing  and  vacuum 
dust  testing;  (5)  to  support  the  EPA  Hotline  and  Clearing  House  for  answering  public  inquiries  on 
lead  hazards;  (6)  to  establish  an  empirical  correlation  between  blood-lead  levels  and  dust-lead 
levels ;  and  ( 7 )  to  support  certain  research  elements  under  the  National  Center  for  Lead-Safe 
Housing's  grant  that  were  needed  to  complement  the  evaluation  of  the  State  and  local  government 
abatement  grants.   Some  of  the  funding  for  these  awards  was  made  under  the  set-aside  of 
$500  thousand  within  the  1993  appropriation  for  Research  and  Technology. 
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In  fiscal  year  1995,  HUD  proposes  to  continue  work  on  thiB  research  and 
evaluation  agenda.  Because  a  number  of  elements  in  the  research  program,  such  as  the 
establishment  of  health-based  standards  for  lead-paint  hazards,  lead-dust  hazards,  and  lead-soil 
hazards  have  been  specifically  assigned  to  and  funded  under  the  EPA  appropriation,  this  function 
has  been  increased.   This  is  a  recognition  of  a  shared  research  effort  with  EPA.   Close 
cooperation  between  the  two  agencies  will  continue  to  assure  that  the  research  serves  both 
agencies'  missions  equally  well. 

HUD  will  also  continue  its  support  of  the  Task  Force  on  Lead-Based  Paint  Hazard 
Reduction  and  Financing.   This  Task  Force  was  authorized  under  Section  1015  of  Title  X  of  the 
Housing  and  Community  Development  Act  of  1992.   Section  1015  directed  HUD,  in  consultation  with 
the  Administrator  of  the  Environmental  Protection  Agency,  to  establish  a  task  force  to  make 
recommendations  on  expanding  resources  and  efforts  to  evaluate  and  reduce  lead-based  paint 
hazards  in  private  housing.   Recommendations  of  the  task  force  are  due  to  the  Secretary  of  HUD  in 
December  of  1994. 

In  1994  and  1995,  HUD  will  provide  additional  assistance  to  the  National  Center 
for  Lead-Safe  Housing  in  order  to  do  more  detailed  research  on  promising  initiatives  arising  from 
the  demonstration  work  of  the  grantees.   In  fiscal  year  1994,  HUD  also  made  an  award  to  the 
Centers  for  Disease  Control  (CDC)  to  review  the  Public  and  Indian  Housing  Initiative  on  Risk 
Assessment  and  Interim  Controls.  The  purpose  of  the  study  is  to  review  whether  the  Risk 
Assessment  sampling  protocols  are  appropriate  for  the  purpose  they  serve.   Additional  assistance 
will  be  made  available  to  the  CDC  in  199S.   In  fiscal  year  1995,  HUD  proposes  to  augment  its 
funding  to  CDC  to  continue  this  review  and  to  provide  any  needed  medical  oversight  to  the  Public 
and  Indian  Housing  lead-abatement  efforts  under  the  Comprehensive  Modernization  initiative. 

Finally,  HUD  will  undertake  a  1995  research  initiative  to  explore  the  economic 
opportunities  associated  with  lead-based  paint  hazard  reduction  in  private  low-income  housing  in 
severely  distressed  communities.   This  initiative  will  also  include  the  awarding  of  Vocational 
Scholarships  to  low-income  or  unemployed  residents  to  train  them  as  abatement  workers.  These 
scholarships  will  cover  the  cost  of  training  and  travel  and  will  be  an  eligible  activity  for 
States  and  local  governments  under  their  grant  agreements. 
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The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  HUD*  is  shown  in 
Port  3  ol  -he  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  a— ocltl  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  dealing  with  'Salaries  and  Expenses,  HUD'  has  been  included  under 
each  section  of  the  Justifications.  All  data  are  presented  on  a  comparable  basis  for  the  3 
fiscal  years— 1993,  1994,  and  1995. 

BUDGET  ACTIVITY  8 1   LEAD-BASED  PAINT  ABATEMENT  AND  POISONING  PREVENTION 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vb  1995 

(Dollars   in  Thousand) 

Total  Budget  Activity $1,467  $1,759  $1,942  $3,253  +$1,311 

Full-Time  Permanent  Appointments, 

End  of  Year 19  23  33  37  +4 

Full-Time  Equivalents 19  23  23  38  +15 

NOTE  I  Full-time  permanent  appointments  are  est!  mutes  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTB)  employment 
ceilings.  They  are  not  control  numbers  and  may  vary  depending  on  conditions. 
FTEs  exclude  overtime  and  terminal  leave. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Office  has  primary  responsibility  for  the  lead-based  paint  activities  of  the 
Department  and  is  responsible  directly  for  the  administration  of  the  Lead-Based  Paint  Hazard 
Reduction  program  authorized  by  Title  X  of  the  Housing  and  Community  Development  Act  of  1992. 
The  Office  develops  lead-based  paint  regulations,  guidelines,  and  policies  applicable  to  HUD 
programs,  designs  lead-based  paint  training  programs,  administers  lead-based  paint  abatement 
programs,  and  helps  shape  the  lead-based  paint  research  program.  Additionally,  the  Office 
undertakes  an  ongoing  program  of  information  dissemination  on  lead-based  point  matters  and  serves 
as  the  Department's  central  information  source  for  the  Secretary,  the  Congress,  and  the  public  on 
this  topic . 

The  Office  coordinates  its  activities  with  the  Office  of  Policy  Development  and  Research 
and  other  program  offices.   It  also  has  responsibility  for  providing  oversight  and  functional 
supervision  of  lead-based  paint  specialists  in  HOD  State  and  area  Offices.   The  Office  represents 
HUD  on  interagency  lead-based  paint  committees  and  has  responsibility  for  other  aspects  of 
interagency  coordination  on  lead-based  paint  matters  involving  the  Department. 

2.  FIELD  STAFF 

The  Office  does  not  have  any  field  staff  or  field  counterparts.   The  Office  has 
attempted  to  fulfill  field-management  of  its  grantees,  and  to  provide  advice  and  oversight  as  may 
be  required  for  the  public  housing  lead  abatement  efforts  under  the  Comprehensive  Modernization 
funding  activity,  through  field  visits  by  the  Lead-Based  Paint  Office's  central  office  staff.   In 
1995,  it  is  proposed  that  there  be  Environmental  Specialists  in  ten  selected  offices  to  provide 
technical  assistance  to  the  grantees  and  to  the  Comprehensive  Modernization  program.  The  ten 
Environmental  Specialists  will  be  charged  to  the  Central  Office  Lead-Based  Paint  staffing 
estimates,  pending  the  establishment  of  new  Central  office/field  office  relationships  under  the 
Field  Reorganization.  The  full-time  appointments  (37)  and  the  FTE  (38)  positions  shown  in  the 
table  above  include  those  ten  full-time  field  positions. 


840 


Salaries  and  Expenses,  Housing  and  Urban  Development 
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3.   SUMMARY  OF  STARTING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  grades  for  staff  in  this 
activity  for  1993,  1994  and  1995.  This  activity  includes  staff  located  in  Headquarters  and  in 
the  field. 

CURRENT* 

ACTUAL  ESTIMATE     ESTIMATE 

1994  1994        1995 
GRADES 

ES-6 0  11 

ES-5 1  11 

GS/GM-15 3  3          3 

GS/GM-14  5  8          9 

GS/GM- 13  and  below 10  20         23 

Total  Pull-Time  Permanent  Appointments...        19  33         37 

Pull-Tine  Equivalent  Employment 19  23         38 

•Ten  of  the  33  permanent  appointments  will  enter  duty  during  the  last  month  of  the 
fiscal  year. 

EXPLANATION    OF    STAFFING    REQUIREMENTS 

The  following  table  indicates  the  distribution  of  full-time  equivalent  employment  for  the 
organizations  within  the  Office  of  Lead-Based  Paint. 

FULL-TIME  EQUIVALENTS 

BUDGET      CURRENT  INCREASE  ♦ 

ACTUAL    ESTIMATE     ESTIMATE     ESTIMATE      DECREASE  - 
1993       1994         1994         199S       1995  vs  1995 

Immediate  Office  of  the  Director  3  4  3  3  0 

Planning  t    Standards 6  8  8  11  +3 

Program  Management 8  9  10  15  +5 

Administrative  Staff 2  2  2  2  +0 

Field  Staff _0  _0  _0  _7  +2 

Total  Pull-Time  Equivalent 19  23  23  38  +15 

The  staffing  level  proposed  for  1995  is  38  FTE ,  an  increase  of  15  FTB  above  the  1994  current 
estimate  of  23  FTE.   This  increase  is  consistent  with  the  increase  in  workload  anticipated  for 
fiscal  year  1995.   Staff  activities  will  be  focused  on  the  following! 

continuing  management  of  lead-abatement  grants  awarded  in  1992,  1993  and  1994; 

—  selecting,  negotiating,  and  managing  of  new  lead-abatement  grants  to  be  awarded  in  1995) 

providing  consumer  information  and  education  on  the  hazards  of  lead-based  paint  in  the 
nation's  housing; 

—  cooperating  with  other  Federal  agencies  having  a  complementary  role  in  lead-hazard 
reduction; 

~  coordinating  all  of  the  Department's  activities  in  lead-hazard  reduction; 

—  managing  the  research  and  evaluation  activities  of  HUD  that  relate  to  lead  hazards; 

—  managing  the  setaside  activities  for  technical  assistance,  state  certification; 

—  staffing  the  responses  and  briefing  materials  for  all  Congressional  and  other  public 
inquiries  relating  to  lead-based  paint  activities  of  the  Department; 

~  cooperative  studies  with  other  Federal  agencies;  and 

technical  assistance  to  HUD  program  participants  by  the  field  staff. 
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The  table  below  identifiea  travel  requirements  unique  to  this  activity. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  199S 

(Dollars  in  Thousand) 
Travel $21       $32         $157        $165  $8 

The  1994  and  1995  travel  estimates  reflect  $12S  thousand  in  funding  for  the  Lead-Based  Paint 
Task  Force.   The  1995  estimate  also  includes  $40  thousand  for  other  program  activity  travel, 
which  is  an  increase  of  $8  thousand  over  the  1994  current  estimate  of  $32  thousand.   This 
increase  is  consistent  with  the  increased  in  workload  anticipated  for  1995. 
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The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994  and  199S. 

BUDGET  ACTIVITY  9  I   GENERAL  COUNSEL 

ACTIVITY  HIGHLIGHTS 

BUDGET       CURRENT  INCREASE  ♦ 

ACTUAL      ESTIMATE      ESTIMATE      ESTIMATE  DECREASE  - 

1993   a/     1994        1994     a/    1995    a/  199S  vs  1994 
(Dollars  in  Thousands) 

Total  Budget  Activity $18,044  $17,970  $18,948  $22,284  +$3,336 

rull-Time  Permanent 

Appointments,  End  of  Year....  209  198  211  230           +19 

Pull-Time  Equivalents 219  202  214  233           +19 

a/   Includes  Office  of  Ethics  transfer  from  Administration  and  Staff  Services. 

NOTE:   Full-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalents.   They  are  not  control  numbers  and 
may  vary  depending  on  conditions.   FTBs  exclude  overtime  and  terminal  leave. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  General  Counsel,  as  the  chief  legal  officer  of  the  Department,  is  the  legal  advisor 
to  the  Secretary  and  other  principal  staff  of  the  Department.   It  is  the  responsibility  of  the 
General  Counsel  and  staff  to  provide  legal  opinions,  advice  and  services  with  respect  to  all 
programs  and  activities  and  to  provide  counsel  and  assistance  in  the  development  of  the 
Department's  programs  and  policies.   FTEs  exclude  overtime  and  terminal  leave. 


The  principal  workload  of  the  Office  of  General  Counsel  (OGC)  consists  of  providing 
advice  to  program  managers;  preparing  memoranda  on  legal  problems  arising  under  HUD  programs; 
representing  the  Department  in  litigation  and  administrative  hearings;  drafting  and  reviewing 
regulations;  and  drafting,  reviewing  and  clearing  legislation  and  legislative  materials. 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994,  and  1995.   All  staff  for  this  activity  are  in  Headquarters i 


Executive  Level  IV 1  1  1 

ES-5 1  1  1 

ES-4 7  8  8 

BS-1 0  1  1 

GS/GM-15 65  76  76 

GS/GM-14 54  55  55 

GS/GM-13  and  Below _81  _69  _88 

Total,  Full-Time  Permanent 209  211  230 

Full-Tine  Equivalent  Employment 219  214  233 
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EXPLANATION  OF  STAFFING  REQUIREMENTS 


The  following  table  indicates  the  distribution  of  Pull-Time  Equivalents  (FTEs)  in  the  Office 
of  General  Counsel. 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE     DECREASE  - 
1993       1994        1994        1995     1995  vs  1994 


Immediate  Office 5  5  8  8         ... 

Office  of  Deputy  General 

Counsel  (Operations) 12         11  11  11         ... 

Office  of  Equal  Opportunity  and 

Administrative  Law  i' 46         36  45  50  +5 

Office  of  Assisted  Housing  and 

Community  Development 26         25  25  28  +3 

Office  of  Insured  Housing  and 

Finance 49         47  48  51  +3 

Office  of  Program  Enforcement..       36         34  34  36  +2 

Office  of  Litigation 19        18         19         22         -1-3 

Office  of  Legislation  and 

Regulations 26        26         24         27         +3 

Total  Full-Time  Equivalent 

Employment 219        202         214         233         +19 

—'      Includes  Office  of  Ethics  transfer  from  Administration  and  Staff  Services,  except  in  the 
1994  Budget  Estimate  column.. 

The  work  of  the  proposed  1995  legal  staff  will  continue  to  address  the  requirements  of  the 
Housing  and  Community  Development  Act  of  1992,  effective  implementation  of  the  Pair  Housing 
Amendments,  new  public  housing  initiatives,  management  and  development  of  PHA  insured  projects, 
Pair  Housing  enforcement  workload,  and  the  requirements  of  the  Federal  Housing  Enterprises 
Financial  Safety  and  Soundness  Act  of  1992.   During  1994  the  Office  of  General  Counsel  will  be 
reorganized  to  better  support  the  Department.   This  reorganization  is  not  expected  to  result  in 
major  changes  to  the  workload  described  below. 

1.   IMMEDIATE  OFFICE  OF  GENERAL  COUNSEL 


BUDGET 

CURREHT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Pull-Time  Equivalent 
Employment 5  5  8  8  ... 

An  increase  of  3  FTEs  from  the  1994  Budget  estimate  to  the  1994  current  estimate  is 
proposed  for  the  Immediate  Office  of  General  Counsel. 

The  Office  of  General  Counsel  is  responsible  for  providing  all  legal  advice  and  service 
necessary  at  the  Headquarters  level  for  the  formulation,  implementation  and  operation  of 
Departmental  programs  and  administrative  management.   The  General  Counsel  also  provides 
professional  supervision  to  the  staff  and  functions  of  the  legal  offices  of  the  Department  in  the 
Field.   The  Immediate  Office  is  professionally  staffed  by  the  General  Counsel  and  two  Deputy 
General  Counsel. 
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OFFICE  OF  DEPUTY  GEKERAL  COUNSEL  (OPERATIONS) 


BUDGET 

CURRENT 

INCREASE  4 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent 
Employment 12         11  11  11 

The  Office  of  Deputy  General  Counsel  (Operations)  provides  day-to-day  operational 
guidance  to  OGC  and  Field  Operations  with  respect  to  all  administrative,  management  and 
organizational  issues,  including  all  personnel,  staffing,  budget,  training  and  travel  activities, 
as  well  as  the  development  of  computerized  systems  and  facilities.   This  Office  is  responsible 
for  the  oversight  and  effective  management  of  the  salaries  and  expenses  budgets  for  both 
Headquarters  and  the  Field  legal  services.   The  Deputy  for  Operations  will  also  represent  the 
General  Counsel  at  all  levels  in  and  out  of  the  Department  and  act  in  the  absence  of  the  General 
Counsel  and  the  Deputy  General  Counsel  in  the  Immediate  Office.   The  Office  includes  the 
Administrative  Services  Staff  and  the  Field  and  Management  Operations  Staff. 

3.   OFFICE  OF  EQUAL  OPPORTUNITY  AND  ADMINISTRATIVE  LAW 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent 
Employment 46         36  45  50  +5 

Increases  of  2  FTEs  from  the  1994  Budget  estimate  to  the  1994  current  estimate  and  an 
additional  5  FTEs  for  1995  are  proposed  for  the  Office  of  Equal  Opportunity  and  Administrative 
Law. 

This  Office  consists  of  the  Administrative  Law  Division,  the  Fair  Housing  Division,  and 
the  Personnel  and  Bthics  Law  Division.   The  Office  of  Ethics  transfer  from  Administration  to 
Office  of  General  Counsel  is  not  reflected  in  the  1994  Budget  Estimate  column. 

Administrative  Law  Division 

The  Administrative  Law  Division  provides  legal  advice  concerning  the  Department's  regulation 
of  the  Federal  National  Mortgage  Association  (Fannie  Mae)  and  the  Federal  Home  Loan  Mortgage 
Corporation  (Freddie  Mac),  including  developing  regulatory  and  legislative  initiatives  for 
regulation  of  these  enterprises.   The  Division  provides  legal  advice  and  assistance  concerning 
the  Real  Estate  Settlement  Procedures  Act  (RESPA),  the  National  Environmental  Policy  Act  (NEPA) 
and  other  environmental  laws  of  Government  wide  applicability,  the  Davis  Bacon  Act  and  other 
Federal  labor  laws,  the  Federal  Manager's  Financial  Integrity  Act  (FHFIA),  the  Federal  Tort 
Claims  Act  (FTCA),  and  the  Military  Personnel  and  Civilian  Employees'  Compensation  Act  (MPCEA). 

The  Division  also  is  responsible  for  all  HUD  delegations  of  authority  and  staff  work  for 
Secretarial  reviews  of  Administrative  Law  Judge  decisions,  and  general  administrative  law 
matters.   This  Division  provides  legal  advice  concerning  the  Secretary's  involvement  with 
entities  created  under  the  Financial  Institution  Reform,  Recovery  and  Enforcement  Act  of  1989,  as 
amended,  (FIRREA),  including  the  Federal  Housing  Finance  Board,  the  Thrift  Depositor  Oversight 
Board  and  the  Resolution  Trust  Corporation.   The  Division  also  provides  necessary  legal  advice 
and  assistance  to  HUD'S  Lead-Based  Paint  Office;  legal  advice  in  Federal  procurement  and  grant 
law;  and  represents  the  Department  in  bid  protests  before  the  Comptroller  General  and  the  General 
Services  Administration  Board  of  Contract  Appeals  and,  in  contract  disputes,  before  the  U.S. 
Claims  Court. 

This  Division  has  experienced  a  200  percent  increase  in  its  legal  services  workload.   The 
Federal  Housing  Enterprises  Financial  Safety  and  Soundness  Act  of  1992  revised  HUD'S  regulatory 
responsibilities  over  the  major  secondary  market  enterprises,  Fannie  Mae  and  Freddie  Mac,  and  the 
Act's  implementation  requires  the  development  of  extensive  regulations  and  related  materials. 
The  Act  significantly  increases  the  Secretary's  responsibilities  for  the  Enterprises'  program 
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regulation  and  for  establishment,  monitoring  and  enforcement  of  low-  and  moderate-income  housing, 
central  cities  and  special  affordable  housing  goals  and  fair  housing  requirements  for  the 
enterprises.   This  increased  HDD  role  continues  to  require  lawyers  to  review  fair  lending 
activities,  new  programs,  data  issues,  including  development  of  a  public  use  data  system,  and  to 
require  substantially  more  ongoing  legal  support  by  the  Division. 

The  Department  issued  regulations  in  Hovember  1992,  prepared  by  the  Division,  under  the  Real 
Estate  Settlement  Procedures  Act  (RESPA)  which  impact  as  much  as  a  trillion  dollars  of 
residential  mortgage  originations  annually;  top  officials  of  the  Administration  are  considering 
and  expected  to  propose  revisions.   Additional  proposed  RESPA  regulations  must  be  finalized  by 
Division  staff  concerning:  mortgage  servicing  transfers;  escrow  accounting  procedures 
implementing  RESPA'6  requirements  for  31  million  existing  escrow  accounts  as  well  as  all  new 
accounts;  a  rule  extending  RESPA  to  all  subordinate  lien  transactions;  and  several  interpretive 
rules  addressing  various  RESPA  issues  of  national  significance.   HUD's  RESPA  regulations  have 
resulted  in  an  extremely  dramatic  increase  in  the  need  for  legal  advice  to  program  officials  and 
to  the  public.   The  1992  Housing  and  Community  Development  Act  also  considerably  expanded  HUD's 
responsibilities  respecting  lead-based  paint  poisoning  prevention  and  abatement;  these 
requirements  necessitate  new  regulations,  including  joint  Environmental  Protection  Agency  (BPA) 
and  HUD  regulations,  and  substantial  revisions  to  all  relevant  HUD  program  regulations.   The  HUD 
Administration  is  committed  to  much  greater  and  more  focused  and  coordinated  environmental 
efforts.   Because  of  thiB,  the  Division's  environmental  work  in  support  of  the  environmental 
programs  has  increased  100  percent.   Finally,  because  of  responsibility  for  contracting  to  HUD 
Pield  Offices,  which  have  less  contracting  experience,  there  has  been  and  will  continue  to  be  a 
significant  increase  in  bid  protests  filed  against  the  Department  before  the  General  Accounting 
Office  and  the  General  Services  Board  of  Contract  Appeals  necessitating  additional  legal 
assistance. 

Two  additional  PTEs  are  needed  to  assure  that  the  Administrative  Law  Division  addresses  the 
following  functions  as  well  as  the  initiatives  stated  above: 

1.  Responding  to  hundreds  of  public  inquiries  concerning  the  new  RESPA  rule  and  drafting 
regulations  implementing  new  amendments  to  the  law. 

2.  Preparing  Interpretive  Rules  or  other  legal  opinions  requested  by  the  public  regarding 
RESPA  (more  than  60  requests  are  currently  pending). 

3.  Providing  sufficient  legal  services  to  carry  out  the  Secretary's  regulatory 
responsibilities  concerning  Fannie  Hae  and  Freddie  Mac  including  housing  goals  and  fair 
lending  regulations. 

4.  Providing  sufficient  environmental  law  support  for  HUD  activities. 

5.  Adequately  defending  the  Department  in  bid  protests  involving  the  Headquarters  awards 
of  HUD  contracts. 

6.  Providing  legal  advice  to  HUD  contracting  officials  concerning  HUD  procurement. 

7.  Timely  drafting  regulations  implementing  HUD's  new  Lead-Based  Paint  program. 

8.  Timely  drafting  delegations  of  authority  to  implement  reorganization  and  reinvention  of 
the  Department. 

9.  Providing  environmental  reviews  of  all  new  HUD  regulations. 

10.  Providing  legal  advice  concerning  Federal  labor  requirements. 

11.  Providing  staff  work  for  appeals  to  the  Secretary  concerning  reviews  of  administrative 
law  judge  decisions. 

12.  Processing  employee  claims  under  the  Military  and  Civilian  Claims  Act. 

13.  Providing  general  administrative  law  advice  including  advice  on  Appropriations 
questions  and  laws  of  government  wide  applicability  such  as  the  Privacy  Act. 
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Fair  Housing  Division 

The  Pair  Housing  Division  provides  legal  advice  and  guidance  to  the  Assistant  Secretary  for 
Pair  Housing  and  Equal  Opportunity  on  civil  rights  requirements  that  apply  to  Departmental 
programs  and  activities  (approximately  20  percent  of  the  Division's  time).   These  requirements 
arise  under  several  civil  rights  laws,  including  Title  VI  of  the  Civil  Rights  Act  of  1964,  the 
Fair  Housing  Act,  Section  504  of  the  Rehabilitation  Act  of  1974,  the  Americans  with  Disabilities 
Act,  and  the  Age  Discrimination  Act.   The  Division  also  works  with  the  Assistant  Secretaries  for 
Bousing  and  Community  Planning  and  Development  in  developing  procedures  for  assuring  that  housing 
and  community  development  activities  promote  the  achievement  of  the  goal  of  fair  housing 
(approximately  IS  percent  of  the  Division's  time).   The  Fair  Housing  Division  is  responsible  for 
the  initiation  and  conduct  of  formal  administrative  enforcement  proceedings  under  the  Pair 
Housing  Act  as  it  was  revised  in  1988.   The  enforcement  matters  handled  by  this  office  Include 
cases  involving  complex  factual  issues  and  novel  legal  questions  (approximately  45  percent  of  the 
Division's  time).   The  Division  also  conducts  legal  analyses  involving  the  substantial 
equivalency  of  proposed  and  enacted  State  fair  housing  laws,  and  the  review  of  legal  analyses  of 
local  fair  housing  ordinances  which  have  been  drafted  by  HUD  Regional  Counsel  (approximately  20 
percent  of  the  Division's  time). 

This  Division  will  continue  to  handle  an  increased  Title  VIII  caseload  resulting  from  the 
failure  of  many  states  and  localities  to  achieve  substantial  equivalency  certification.   When 
Congress  expanded  the  coverage  and  strengthened  the  penalties  for  discrimination  in  housing  in 
1988,  it  directed  the  Department  to  continue  to  defer  cases  for  a  period  of  up  to  48  months  after 
the  enactment  of  the  new  law  to  the  36  States  and  86  localities  that  had  been  found  to  be 
substantially  equivalent  to  the  1968  Pair  Housing  Act.   As  a  result,  agencies  from  the  States  and 
localities  "grandfathered"  under  the  law  have  processed  more  than  40  percent  of  all  cases  filed 
(i.e.,  more  than  3,000  complaints  in  1991).   Since  1988,  the  Department  has  provided  legal  and 
technical  assistance  to  States  and  localities  on  the  revisions  in  the  Federal  Fair  Housing  Act 
and  the  nature  of  changes  that  should  be  adopted  in  State  and  local  laws  in  order  to  maintain 
their  equivalent  status  and  the  Office  of  General  Counsel  has  conducted  120  reviews  of  proposed 
or  enacted  legislation.   Despite  these  efforts,  only  14  States  and  12  localities  were  certified 
when  the  grandfathered  period  ended  on  September  13,  1992.   Although  continuing  efforts  have 
resulted  in  certification  of  additional  laws,  the  enforcement  caseload  will  continue  at  increased 
levels  since  HUD  will  have  to  investigate  substantially  all  of  the  cases  that  were  formerly 
referred  to  the  grandfathered  agencies  and  commence  enforcement  proceedings  where  violations  are 
found. 

This  Division  expects  substantial  increases  in  the  processing  of  requests  for  the  issuance 
of  Temporary  Restraining  Orders  (TROs)  and  for  the  enforcement  of  administrative  orders  and 
decisions  in  Pair  Bousing  cases  and  will  continue  to  conduct  legal  reviews  of  all  no  reasonable 
cause  issued  by  HUD  under  the  Fair  Bousing  Amendment.   The  review  of  these  determinations  will 
result  in  the  issuance  of  approximately  50  reasonable  cause  determinations  which  will  be  followed 
by  formal  administrative  hearings  for  20  percent  of  those  additional  reasonable  cause  cases. 

The  Pair  Bousing  Division  in  the  Office  of  Equal  Opportunity  and  Administrative  Law 
expects  a  significant  increase  in  the  need  to  provide  assistance  to  the  Assistant  Secretary 
for  Pair  Bousing  and  Equal  Opportunity  in  support  of  concerted  efforts  to  attack  mortgage 
lending  discrimination  and  property  insurance  redlining.   The  Secretary  and  the  Assistant 
Secretary  for  Pair  Bousing  and  Equal  Opportunity  determined  that  these  are  priority  areas  to 
be  addressed  in  the  Department's  Fair  Housing  Enforcement  effort.   These  areas  involve 
complex  legal  and  factual  issues,  require  time- intensive  analyses,  and  often  require  review 
of  voluminous  files.   As  a  result,  substantial  resources  from  this  Division  will  be  required 
to  provide  support  for  the  investigation  and  enforcement  activity  essential  to  address 
discrimination  in  these  areas.   Further,  efforts  to  promote  job  training,  employment  and 
business  opportunities  in  connection  with  BUD  programs  under  Section  3  of  the  Bousing  and 
Urban  Development  Act  of  1968,  as  amended,  will  involve  numerous  legal  issues  of  Federal  and 
local  employment  and  contracting  requirements. 
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Two  additional  FTEs  are  needed  to  address  the  following  three  imaediate  and  significant 
activities i 

1.  Since  the  Assistant  Secretary  for  Fair  Housing  and  Equal  Opportunity  has  identified 
prompt  judicial  action  matters  and  enforcement  of  BUD  orders  and  agreements  as  a 
priority,  the  processing  of  requests  for  Temporary  Restraining  Orders  (TROs)  and 
other  judicial  enforcement  action  will  become  a  major  workload  function,  severely 
restricting  the  ability  to  manage  resources  available  for  other  enforcement 
activities. 

2.  Capability  to  promptly  process   fair  housing  cases   involving  complex  facts   and  novel 
questions  of   law  at  a  time  BUD'S  Office  of  Fair  Housing   and  Equal  Opportunity 
(FHEO)    has   identified  such  cases   and  Secretary-initiated  cases  as  priorities. 

3.  Legal  analyses  of  proposed  and  enacted  State  Fair  Housing  Laws  and  to  perform 
reviews  of  the  analyses  of  local  ordinances  completed  by  Regional  Counsel,  when 
there  will  be  increasing  efforts  to  involve  States  and  localities  in  fair  housing 
enforcement. 

Personnel  and  Ethics  Law  Division 

The  Personnel  and  Ethics  Law  Division  is  responsible  for  conducting  all  Headquarters 
administrative  litigation  actions  involving  the  Merit  Systems  Protection  Board,  Federal  Labor 
Relations  Authority,  and  the  Equal  Employment  Opportunity  Commission.   This  Division  includes 
the  Office  of  Ethics,  formerly  in  Administration  and  Staff  Services.   These  proceedings 
involve  personnel  related  subject  matter  (e.g.,  adverse  actions,  travel,  compensation  and 
garnishments,  and  employee  suspensions  and  removals),  Federal  sector  labor  law,  claims  of 
employment  discrimination  and  assisting  the  Department  of  Justice  in  such  cases  in  Federal 
court.   In  addition,  this  Division  is  responsible  for  providing  legal  advice  and  policy 
guidance  on  the  Department's  Standards  of  Conduct  regulations,  including  review  of 
confidential  financial  disclosure  reports,  outside  employment  activities  and  advising 
employees  on  ethics  in  government  policies,  possible  conflicts  of  interest  mattars  and 
actions  arising  under  the  Batch  Act  and  Advisory  Committee  Act.   The  Division  is  also 
responsible  for  handling  OGC  responsibilities  relating  to  the  Freedom  of  Information  Act 
(FOIA),  the  Intergovernmental  Personnel  Act,  Executive  Order  12674 — Principals  of  Ethical 
Conduct  for  Government  Officers  and  Employees  and  particular  uses  of  appropriated  funds  under 
the  Appropriations  Acts  and  Comptroller  General  rulings. 

This  Division  desperately  needs  one  additional  attorney  to  handle  its  workload. 
Failure  to  provide  the  requested  additional  FTE  would  have  a  serious  negative  impact  on  the 
ability  of  this  Division  to  perform  the  internal  EEO,  labor  relations,  and  personnel 
defensive  litigation  work  of  the  Department.   Specifically,  it  would  negatively  impact  the 
Personnel  and  Ethics  Law  Division's  ability  to  defend  EEO  cases  and  respond  to  Freedom  of 
Information  Act  (FOIA)  and  Privacy  Act  appeals.   Additionally,  it  would  negatively  impact 
this  Division's  ability  to  represent  management  in  arbitrations  and  unfair  labor  practice 
proceedings  before  the  Federal  Labor  Relations  Authority  and  in  personnel  cases  before  the 
Merit  Systems  Protection  Board  or  to  provide  legal  advice  on  labor  relations  issues  or  on 
proposed  personnel  actions. 

4.   OFFICE  OF  ASSISTED  HOUSING  AND  COMMUNITY  DEVELOPMEHT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

199S  vs  1994 

Full-Time  Equivalent 
Employment 26         25  25  28  +3 

An  increase  of  3  FTEs  is  proposed  for  the  Office  of  Assisted  Housing  and  Community 
Development  for  1995. 
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Virtually  all  of  the  activities  performed  in  this  Office  involve  client-driven  work 
which  is  required  by  law.   The  provision  of  program  counsel  written  and  oral  advice  is  a 
necessary  corollary  to  the  requirement  that  these  programs  be  developed,  implemented,  and 
administered  in  accordance  with  law.   Immediate  term  work  in  this  regard  includes  initial 
gearing  up  of  Family  Investment  Centers,  empowerment  zones  and  enterprise  communities,  and 
designated  housing  for  the  elderly  and  disabled,  and  other  new  statutory  programs  and 
requirements  with  high  priority  and  visibility. 

Program  counsel  work  on  the  development  and  initial  implementation  of  statutory, 
regulatory,  and  other  administrative  policy  which  is  a  Headquarters  function.   This  includes 
providing  written  opinions,  oral  advice,  and  some  drafting  of  regulations.   Given  staff 
limitations  and  the  increased  demand  for  new  and  revised  regulations  as  a  result  of  the 
Housing  and  Community  Development  Act  of  1992  and  other  authorizing  legislation,  program 
counsel  are  increasingly  involved  in  the  writing  of  regulations.   Beyond  these  statutory 
responsibilities,  many  of  the  new  initiatives  identified  through:   (1)  Reinventing  HUD,  (2) 
Departmental  Field  reorganization  and  (3)  priorities  of  the  Clinton  Administration,  fall 
within  the  program  area  coverage  of  this  Office.   An  already  lean  staff  needs  supplementation 
to  match  increased  program  staff  and  to  redouble  efforts  for  new  and  increased  legal 
counseling  responsibilities. 

In  addition.  Headquarters'  final  legal  determinations  on  questions  starting  up  from 
Field  Offices  occur  because  of  the  need  for  uniformity  and  the  complexity  and  precedential 
nature  of  the  questions,   while  Field  Counsel  have  considerable  knowledge  on  a  variety  of 
programs,  that  variety  and  volume  prevent  the  specialization  afforded  by  Headquarters  program 
counsel.   Headquarters  legal  advice  in  this  context  will  be  particularly  important  under  the 
pending  reorganization.   Subcabinet  officials  administering  programs  warrant  speedy  as  well 
as  reliable  advice  from  the  General  Counsel's  office  to  assure  the  legality  of  Headquarters 
program  decisions.   This  generally  must  mirror  the  work  performed  by  program  counterparts  in 
Headquarters.   For  example,  many  of  the  new  statutory  Initiatives  involve  'national 
competitions*  with  consequent  centralization  of  program  and  legal  work. 

Two  attorneys  and  one  paralegal  assistant  are  needed  to  support  the  programs  and 
Initiatives  of  the  Office  of  Assisted  Housing  and  Community  Development.   This  Office  is  made 
up  of  two  Divisions i   the  Assisted  Housing  Division  and  the  Community  Development  Division. 

Assisted  HouBlnq  Division 

The  Assisted  Housing  Division  provides  legal  advice  in  connection  with  the  Department's 
programs  under  the  United  States  Bousing  Act  of  1937,  including  Conventional  and  Turnkey 
Public  Housing,  public  housing  modernization,  the  Performance  Funding  System  for  operating 
subsidies,  the  Section  8  Housing  Assistance  Programs,  the  Housing  Development  Grant  Program, 
Indian  Housing,  and  Homeownership  and  Resident  Management  Programs.   It  serves  as  program 
counsel  for  the  HOPS  1  homeownership  program  authorized  under  the  National  Affordable  Housing 
Act  and  for  HOP!  6  (the  Urban  Revitalization  Demonstration,  or  URD).   This  Division  also  has 
responsibility  for  the  Supportive  Bousing  for  the  Elderly  and  Disabled  programs)  the  Child 
Care  Demonstration  Program;  the  Nehemiah  Housing  Opportunity  Grant  program;  administration  of 
the  Architectural  Barriers  Act;  tax-exempt  financing;  the  elimination  of  drugs  in  assisted 
housing;  Youth  Sports;  and  congregate  housing. 

The  Assisted  Housing  Division  has  experienced  increased  demands  for  services  from  Public 
and  Indian  Bousing,  in  particular  with  respect  to  the  Urban  Revitalization  Demonstration  and 
overhauling  of  public  housing  development,   with  the  funding  of  these  programs  and  other  1992 
Act  changes,  the  demand  for  legal  advice  has  grown  significantly.   The  Assisted  Housing 
Division  also  monitors  hundreds  of  litigation  cases  in  which  HUD  or  a  Public  Housing 
Authority  (PHA)  is  a  party,  for  which  paralegal  assistance  is  imperative. 

Hew  initiatives  added  to  this  office  include;   (1)  Moving  to  Opportunity,  (2)  Urban 
Revitalization  Demonstration  ("HOPE  6*),  (3)  Family  Investment  Centers,  (4)  Family 
Unification,  (S)  public  housing  vacancy  reduction,  (6)  designated  housing,  and  (7)  Section  8 
homeownership.   In  addition,  the  growth  of  the  public  housing  modernization  and  operating 
subsidy  budgets  have  produced  vastly  increased  legal  interpretational  workload  for  this 
Division. 
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Community  Development  Division 

The  Community  Development  Division  provides  legal  counsel  in  connection  with  the 
Community  Development  Block  Grant  (CDBG)  program  authorized  under  Title  1  of  the  Bousing  and 
Community  Development  Act  of  1974,  the  BOMB  program  established  under  the  Rational  Affordable 
Bousing  Act,  the  homeless  housing  assistance  programs,  empowerment  zones  and  enterprise 
communities,  Comprehensive  Bousing  Affordability  Strategies  (CHAS),  Youthbuild,  the  Bousing 
Opportunities  for  Persons  With  Aids  (BOPKA)  program,  the  HOPE  3  program,  special  purpose 
grants,  phase-out  of  the  Urban  Development  Action  Grants  (DDAG)  program,  and  the  revolving 
fund  for  liquidated  programs.   The  Office  also  is  responsible  for  the  provision  of  legal 
services  regarding  the  Uniform  Relocation  Assistance  and  Real  Property  Acquisition  Policies 
Act  of  1970  as  it  affects  all  HOD  programs. 

The  Community  Development  Division  has  experienced  a  substantial  Increase  in  its 
workload  resulting  from  the  additional  programs  for  which  it  has  been  given  responsibility 
under  the  last  two  major  legislative  initiatives  (HOKE,  HOPE  3,  McKlnney  Act  homeless 
assistance,  the  CHAS,  Bousing  Opportunities  for  Persons  with  AIDS),  without  the  provision  of 
additional  staff.   In  the  time  during  which  the  Division's  attorneys  were  increased  from  six 
to  the  present  level  of  seven  attorneys,  the  number  of  employees  in  the  offices  administering 
the  various  programs  served  by  the  Division  has  increased  from  approximately  55  to  135. 
Consequently,  the  legal  services  being  provided  have  been  adversely  affected.   This  has 
become  particularly  detrimental  in  the  timely  issuance  of  HOFAs  and  during  the  grant  award 
stages  in  the  various  homeownership  and  homeless  assistance  programs.   More  staff  is  needed 
for  the  major  new  initiatives  for  empowerment  zones  and  enterprise  communities,  as  well  as 
continuing  guidance  in  the  flagship  CDBG  program  which  is  the  focus  of  BDD's  Program  Planning 
consolidation.   Moreover,  continuing  simplification  of  the  SOME  program  is  a  top  priority. 

5.   OFFICE  OF  INSURED  HOUSING  AMD  FINANCE 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent 

Employment 49        47         48         51         +3 

Increases  of  1  FTB  from  the  1994  Budget  estimate  to  the  1994  current  estimate  and  an 
additional  3  FTBs  for  1995  are  proposed  for  the  Office  of  Insured  Bousing  and  Finance. 

This  Office  provides  legal  advice  to  the  Federal  Housing  Administration  ("FHA")  and 
the  Government  Rational  Mortgage  Association  ( -GHMA"  or  "Ginnie  Mae* ) .   The  FHA  programs  are 
the  single  largest  program  area  in  the  Department. 

The  Office  serves  as  program  counsel  for  FHA  and  GHMA.   The  term  "program  counsel"  is 
used  to  describe  those  attorneys  who  specialize  in  the  interpretation  of  statutes, 
regulations,  and  administrative  guidance  (e.g.,  handbooks)  that  govern  the  operation  of 
Departmental  programs.   Program  counsel  stand  in  contrast  to  OGC  offices  that  perform 
functional  responsibilities  such  as  representation  in  affirmative  or  defensive  litigation  or 
drafting  of  legislation  and  regulations.   There  are  two  OGC  program  counsel  offices!   the 
Office  of  Insured  Bousing  and  Finance  and  the  Office  of  Assisted  Bousing  and  Community 
Development. 

The  work  of  program  counsel  involves  legal  services  in  connection  with  statutory, 
regulatory,  and  case  law  interpretation  as  well  as  advice  concerning  proposed  policy.   The 
work  includes,  among  other  things,  providing  oral  and  written  legal  guidance,  drafting 
contracts  and  other  legal  documentation,  and  preparation  of  correspondence  on  program  legal 
matters.   The  Multifamily  Mortgage  Division  and  the  Home  Mortgage  Division  have  substantial 
contact  with  HDD  Regional  and  Area  Offices  on  matters  affecting  FHA  programs. 
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The  Office  provides  legal  services  with  respect  to  all  FHA  mortgage  insurance 
programs  under  the  National  Housing  Act.   The  multifamily  programs  include  multifamily  rental 
housing,  elderly  housing,  nursing  homes,  intermediate  care  facilities,  hospitals,  group 
practice  facilities,  cooperatives  and  condominium  projects.   The  single  family  programs 
include  one-  to  four-family  mortgage  insurance  programs  and  Title  I  property  improvement  and 
manufactured  home  programs.   The  Office  also  provides  legal  services  with  respect  to  all  GNMA 
Mortgage-Backed  Securities  (MBS)  programs  under  the  National  Housing  Act  as  well  as  tax  law 
and  operation  of  the  capital  markets. 

The  Office  of  Insured  Housing  and  Finance  works  with  the  other  five  06C  Offices  on  a 
regular  basis.   It  actively  supports  the  Office  of  Legislation  and  Regulations  by  drafting 
regulations  on  the  FHA  and  GNMA  programs  and  by  submitting  comments  on  regulatory  and 
statutory  initiatives  as  well  as  on  Notices  of  Funding  Availability  (NOFAs).   For  example, 
the  Multifamily  Mortgage  Division  helped  draft  proposed  legislative  amendments  for  the 
Housing  Finance  Agency  Shared-Risk  program  as  well  as  the  contract  for  use  in  the  reinsurance 
program.   The  Office  did  significant  work  in  helping  to  develop  the  fiscal  year  1994  flexible 
subsidy  NOFA  and  proposed  legislation  covering  the  program,  and  the  Section  542(b)  and  (c) 
reinsurance  and  risk-sharing  programs,  respectively.   The  Office  coordinates  with  the  Office 
of  Litigation  on  Departmental  representation  for  defensive  litigation.   The  Multifamily 
Mortgage  Division  and  the  Finance  Division  handle  cases  that  are  assigned  by  the  Office  of 
Litigation.   The  Finance  Division  may  receive  assistance  from  private  counsel  selected  by  the 
General  Counsel  and  hired  through  a  contract  with  GNMA.   The  Multifamily  Mortgage  Division 
may  assign  routine  cases  to  Regional  Counsel.   The  Office  of  Insured  Housing  and  Finance 
works  with  the  Office  of  Program  Enforcement  on  matters  concerning  affirmative  litigation  and 
preparation  of  legal  advice  that  relate  to  Inspector  General  audits  and  actions  before  the 
Mortgagee  Review  Board.   This  Office  coordinates  with  the  Office  of  Assisted  Housing  and 
Community  Development  on  matters  (e.g.,  the  Section  8  program)  that  affect  the  FHA  or  the 
GNMA  programs.   It  interacts  with  the  Office  of  Equal  Opportunity  and  Administrative  Law  on 
matters  such  as  compliance  with  the  Fair  Housing  Act  and  the  Federal  Acquisition  Regulations 
(FAR). 

Two  additional  FTBs  for  the  Multifamily  Mortgage  Division  and  one  additional  FTE  for 
the  Finance  Division  are  required  to  avoid  significant  delays  in  providing  legal  services 
needed  by  client  offices  or  program  participants.   The  work  must  be  done  but  delays  will 
adversely  affect  implementation  and  administration  of  significant  HUD  programs.   Although 
delays  now  occur  in  providing  necessary  legal  services,  only  the  exemplary  dedication  of  this 
Office's  attorneys  and  an  extraordinary  amount  of  their  volunteer  time,  as  well  as  the 
exemplary  dedication  of  this  Office's  support  staff,  have  made  it  possible  to  serve  the  need 
for  its  legal  services.   The  additional  staffing  is  necessary  to  provide  the  followingi 

Multifamily  Mortgage  Division 

1.  Expeditious  and  effective  assistance  to  the  Office  of  Housing  in  the  management  and 
disposition  of  the  HUD-owned  Inventory.   There  should  be  a  significant  increase  in 
the  Division's  workload  in  this  area,  which  is  one  of  the  Secretary's  highest 
priorities.   There  are  a  number  of  authorizing  and  appropriations  amendments  in 
development  that  would  significantly  increase  the  Department's  capacity  to  sell 
these  projects  as  housing  affordable  to  low-  and  moderate-  income  persons.   In 
addition,  there  are  new  initiatives  to  dispose  of  HUD-owned  projects  in  conjunction 
with  other  governmental  entities.   These  initiatives  include  a  demonstration  program 
with  State  housing  finance  agencies  to  cooperate  with  HUD  in  the  disposition  of  HUD- 
owned  multifamily  projects.   As  a  result  of  these  programs,  there  will  be  an 
increased  need  to  draft  interagency  agreements  as  well  as  other  documents  and  legal 
work  which,  if  not  completed  in  a  timely  manner,  will  frustrate  the  success  of  these 
programs. 

2.  Expeditious  and  effective  assistance  to  the  Office  of  Housing  in  the  development  of 
both  the  Housing  Finance  Agency  (HFA)  Risk  Sharing  Program,  and  the  Reinsurance 
Pilot  Program  involving,  among  others  the  Federal  National  Mortgage  Association,  the 
Federal  Home  Loan  Mortgage  Corporation,  the  Federal  Housing  Finance  Board,  etc. 
Delays  would  prevent  timely  development  of  these  two  programs.   Both  programs  are  a 
high  priority  for  the  Secretary  due  to  congressionally  mandated  deadlines  for 
development . 
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3.  Bxpeditious  and  effective  assistance  to  the  Office  of  Housing  in  developing  new  and 
modifying  existing  policies  and  procedures  for  avoiding  defaults  and  mortgage 
insurance  claims.   Hatters  under  consideration  by  the  Office  of  Housing  includei 
expansion  of  partial  payment  of  claims;  feasibility  of  lower  floaters  in  bond  ■ 
refunders;  liberalized  workouts;  secondary  financing;  insurance  under  Section 
223(a)(7);  and  reassignment  and  reinstatement  of  insurance. 

4.  Timely  legal  advice  for  the  Prepayment  and  Preservation  Program  for  which  statutory 
deadlines  have  been  established.   This  Division  has  drafted  all  implementing 
regulations  for  this  program  and  now  must  draft  the  final  rule  responding  to  the 
public  comments  on  all  of  the  interim  rules  that  have  been  published.   Delays  could 
hinder  HUD's  ability  to  preserve  low-  and  moderate-income  housing. 

5.  Legal  support  for  an  FHA  proposal  to  sell  HUD-held  multifamily  mortgages. 
Implementation  of  this  proposal  would  be  very  staff  intensive  for  the  division  and 
would  require  additional  staff  to  handle  the  increased  workload  in  other  areas 
dealing  with  property  disposition,  insurance  claims,  bond  refunders,  mortgage 
reassignments,  and  reinstatements,  low-  and  moderate-income  housing  preservation, 
and  Section  521(g)(4)  auctions. 

6.  Timely  legal  advice  on  the  Hospital  Insurance  Program.   Delays  would  hinder  FHA's 
resolution  of  an  OIG  audit  citing  a  material  weakness  in  the  FHA/Department  of 
Health  and  Human  Services  (HHS)  operation  of  this  program;  frustrate  implementation 
of  the  Section  223(f)  hospital  refinancing  program;  and  impede  development  by 
FHA/HHS  of  a  new  Regulatory  Agreement  for  the  program. 

7.  Defensive  litigation  Bupport  on  all  cases  of  national  import  that  are  assigned  to 
this  Division  by  the  Office  of  Litigation.   Some  of  these  cases  would  have  to  be 
reassigned  within  Headquarters  or  to  a  Field  Office. 

8.  Reduced  ability  to  provide  timely  legal  advice  for  the  closing  of  FHA-insured  loans. 
Delays  would  jeopardize  financing  for  developers  of  multifamily  projects  for  low- 
and  moderate-income  tenants. 

9.  Timely  legal  advice  to  program  officials  in  Headquarters  and  in  Field  Offices  which 
review  and  approve  Transfers  of  Physical  Assets  (TPAs).   Delays  could  jeopardize 
financing  for  the  purchaser  and  result  in  an  insurance  claim  being  paid  by  FHA. 

10.  Review  of  FHA  documents  in  time  sensitive  bond  ref under  transactions  which  can 
result  in  substantial  savings  to  HUD.   Many  of  these  bond  refunders  involve 
defaulted  mortgages  that,  but  for  the  refunding  at  reduced  interest  rates,  would 
result  in  insurance  claims  and  assignment  of  the  mortgages  to  HUD.   Other  refundings 
on  current  mortgages  involve  Section  8  Financial  Adjustment  Factors  and  result  in 
substantial  reductions  in  Section  8  payments.   The  Division  has  received  more  than 
70  requests  in  the  four  months  since  October  1,  1993,  for  assistance  in  reviewing 
these  transactions.   We  anticipate  that  the  level  of  activity  will  increase  in  1994 
both  because  interest  rates  remain  at  favorable  low  levels  and  10-year  prepayment 
lockouts  on  many  of  the  bond-financed  transactions  will  expire  during  that  fiscal 
year. 

11.  Timely  legal  advice  to  selling  and  purchasing  mortgagees  in  Section  221(g)(4) 
auctions  for  which  there  is  little  advance  notice.   Delays  could  jeopardize 
completion  of  transactions  and  result  in  payment  of  an  insurance  claim  by  FHA. 

12.  Legal  support  necessary  for  FHA  to  timely  process  multifamily  mortgage  insurance 
claims.   Approximately  40  insurance  claims  have  been  received  by  this  Division  in 
the  4  months  since  October  1,  1993. 
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Home  Hortgaqe  Division 

1.  Adequately  monitor  contractors  foreclosing  HUD-held  single  family  mortgages  and  to 
complete  work  on  the  contracts.   The  result  could  be  delays  in  completing 
foreclosures  and  possible  re assert ion  of  a  material  weakness  by  HUD's  Office  of  the 
Chief  Financial  Officer. 

2.  Timely  legal  advice  as  well  as  reviewing  or  drafting  regulations  or  handbooks  to 
implement  new  statutory  authority  and  new  housing  initiatives.   Inability  to  provide 
timely  legal  advice  could  result  in  inconsistent  application  of  program  requirements 
thereby  increasing  the  risk  of  litigation  as  well  as  losses  to  the  insurance  funds. 
The  Home  Mortgage  Division  no  longer  would  be  able  to  provide  technical  drafting 
services  for  rules  such  as  the  appraisal  rule. 

3.  Timely  legal  support  for  the  enforcement  of  requirements  for  lender  participation  in 
the  FHA  insurance  programs  (i.e,  approval  and  monitoring  of  mortgagees  and  Title  I 
lenders ) .   The  result  would  be  the  risk  of  increased  losses  to  the  FHA  insurance 
funds. 

4.  Review  supplemental  mortgage  insurance  claims  for  attorneys  fees. 

5.  Timely  and  thorough  legal  advice  to  Housing  for  the  operation  of  the  Single  Family 
Property  Disposition  Initiative. 

6.  Timely  and  thorough  advice  to  Housing  regarding  innovations  to  improve  portfolio 
management  of  HDD-held  mortgages. 

7.  Timely  and  thorough  legal  advice  to  mousing  regarding  innovations  to  existing 
programs  meeting  specific  needs  (such  sa  the  Home  Equity  Conversion  Mortgage 
program) . 

B.   Timely  and  thorough  legal  advice  to  Housing  regarding  ideas  for  new  programs  (such 
as  Single  Family  Bisk  Sharing). 

Finance  Division 

1.  Implementation  of  refinements  and  new  features  of  the  HEMIC  program,  as  well  as 
monitoring  efforts,  would  be  adversely  affected.   The  requested  additional 
attorneys  would  supplement  private  attorneys  hired  vis  contract.   Outside  legal 
counael  may  not  always  be  available  to  do  all  legal  work  for  this  major  new  program. 
Inability  to  provide  timely,  accurate  legal  advice  could  jeopardise  the  viability  of 
the  REMIC  program. 

2.  Legal  services  to  update  GMMA's  MBS  Guides  and  Guaranty  Agreements.   These  changes 
are  needed  to  clarify  GMMA  program  requirements,  and  a  delay  in  their  implementation 
invites  increased  litigation  over  these  requirements.   For  example,  GMMA  haa 
defended  four  lawsuits  over  one  of  its  requirements  in  the  Guaranty  Agreement. 

3.  FHA  is  considering  securitizing  HDD-held  mortgages  pursuant  to  GMMA'e  authority  set 
forth  in  Section  302(c)  of  the  Hat. tonal  Housing  Act.   HDD's  Office  of  Policy 
Development  and  Hess arch  (PD4R)  is  sponsoring  s  legislative  initiative  to 
reestablish  the  f anrtum  plan  for  GHMA's  purchase  of  lead-based  paint  abatement  loans. 
Without  an  additional  staff  attorney,  the  Finance  Division  would  be  unable  to 
provide  GMMA  with  adequate  legal  support  for  these  initiatives. 

4.  Respond  to  assistance  with  significant  GMMA  MBS  program  changes,  such  as  the 
acceptability  of  electronic  signatures  for  agreements  and  certifications, 
manufactured  housing  program  overhaul,  and  requiring  Automatic  Clearing  Bouse  (ACH) 
collections  for  the  payment  of  MBS  securities  holders. 

5.  Legal  support  for  GMMA  procurements  would  require  their  referral  to  the 
Administrative  Law  Division  for  legal  assistance. 
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6.   OFFICE  OF  PROGRAM  ENFORCEMENT 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Tine  Equivalent 

Employment 36         34  34  36  +2 

An  increase  of  2  FTEs  is  proposed  for  the  Office  of  Program  Enforcement. 

Since  the  Office  of  Inspector  General  proposes  to  establish  its  own  legal  staff, 
staff  previously  committed  to  IG  functions  and  the  requested  two  additional  FTEs  will 
concentrate  on  one  of  the  Secretary's  priorities,  the  enforcement  of  Fair  Bousing 
requirements.   In  this  area,  the  Office  of  Program  Enforcement  is  responsible  for  enforcing 
housing  discrimination  cases  against  mortgagees  brought  to  the  Mortgagee  Review  Board  under 
the  Home  Mortgage  Disclosure  Act.   Also,  the  Office  enforces  the  Department's  requirements 
for  fair  housing  compliance  under  various  contractual  obligations  set  forth  ini  block  grant 
provisions  in  the  CDBG  Program  in  CPD;   Annual  Contributions  Contracts  (ACC)  provisions  in 
the  Public  Housing  Program;  and  Regulatory  Agreement  and  HAP  Contract  requirements  in  the 
Multifamily  Housing  Program.   The  Office  also  has  a  marked  increase  in  multifamily  bankruptcy 
enforcement  cases,  suspension  and  debarment  actions  and  program  fraud  cases.   The  staffing 
level  requested,  as  indicated  above,  is  the  minimum  needed  to  effectively  address  the 
workload  of  this  office. 

This  Office  has  three  Divisions:   the  Inspector  General  and  Administrative 
Proceedings  Division,  the  Program  Compliance  Division,  and  the  Affirmative  Litigation 
Division.   The  Office  is  currently  responsible  for  debarments;  suspensions;  limited  denials 
of  participation  appeals;  Mortgagee  Review  Board  appeals;  Program  Fraud  Civil  Remedies  Act 
cases;  Inspector  General  counsel;  multifamily  enforcement;  single  family  enforcement;  public 
housing  takeovers;  Fair  Housing  enforcement;  multifamily  bankruptcy;  multifamily  foreclosure; 
six  civil  money  penalty  provisions  created  under  HUD  Reform  I  for  GNMA,  lenders,  multifamily, 
Section  202  owners,  and  landlords  and  developers,  and  civil  money  penalty  cases  under  the 
manufactured  homes  and  interstate  land  sales  programs;  CDBG  Section  104  and  111(b)  hearings; 
Departmental  debt  management  and  enforcement,  including  Title  I  debt  collection;  Real  Estate 
Settlement  Procedures  Act  (RESPA)  enforcement;  Interstate  Land  Sales  Full  Disclosure  Act  and 
Manufactured  Homes  Act  counsel  and  enforcement;  and  Board  of  Contract  Appeals  litigation. 

Inspector  General  and  Administrative  Proceedings  Division 

At  the  end  of  January  1994,  the  overall  workload  of  the  Inspector  General  and 
Administrative  Proceedings  Division  included  226  pending  cases.   Appeals  of  suspension  and 
debarment  actions  under  24  CFR  Part  24  included  57  pending  cases  at  the  end  of  January  1994, 
and  12  Mortgagee  Review  Board  (MRB)  cases  under  Part  25  were  pending  at  the  end  of  January 
1994.   The  Division's  role  in  the  Part  24  and  Part  25  cases  is  to  assist  the  program  office 
in  preparing  to  impose  the  sanction,  provide  advice  to  the  deciding  officials,  then  to  defend 
the  Department  in  administrative  trials  before  hearing  officers  if  the  sanction  is  appealed. 
This  legal  work  involves  all  of  the  elements  of  litigation,  including  preparation  of 
complaints  and  other  pleadings,  depositions  and  other  discovery  activities,  settlement 
negotiations,  and  representation  at  the  trial  itself.   This  Division  is  also  responsible  for 
cases  involving  the  Program  Fraud  Civil  Remedies  Act  (PFCRA)  and  civil  money  penalties  (24 
CFR  Parts  28  and  30  respectively).   The  current  backlog  of  Program  Fraud  cases  is  86.   Since 
the  final  regulations  were  issued  in  May  1991,  only  six  civil  money  penalty  cases  have  been 
brought,  due  to  the  Division's  limited  staffing  level. 
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While  the  Inspector  General  function  (OIG)  will  transition  to  the  OIG  in  the  near 
future,  the  majority  of  the  Division's  work  has  been  and  will  continue  to  be  in  the  areas  of 
suspension/debarment,  MRB  cases,  and  PFCRA  cases.   In  addition,  a  number  of  Limited  Denial  of 
Participation  cases,  which  have  traditionally  been  handled  by  field  counsel,  are  being 
handled  by  this  Division.   The  backlog  of  cases  continues  to  increase  due  to  the  large  volume 
of  cases  referred  to  the  Division  by  the  client  offices.   Also,  the  dramatic  Increase  in 
PFCRA  cases  have  been  difficult  to  handle  with  the  current  staffing  levels  because  the 
Division  is  limited  to  being  primarily  reactive  to  referrals  than  proactive  in  the  PFCRA  and 
civil  money  penalty  areas.   The  Division's  attorneys  have  identified  many  potential  PFCRA 
cases  in  other  materials,  such  as  proposed  debarments  and  audit  reports,  but  it  has  lacked 
the  resources  to  take  the  initiative  and  develop  many  of  these  cases. 

Program  Compliance  Division 

To  carry  out  its  enforcement  efforts  under  the  Interstate  Land  Sales  Act,  the  Program 
Compliance  Division  is  pursuing  nine  civil  actions  (one  for  58.6  million  in  restitution)  and 
one  criminal  case  in  Federal  court;  four  administrative  investigation's  and  one  civil  penalty 
action  (the  first  such  case  under  the  new  authority).   This  Division  is  also  responsible  for 
the  Department's  debt  collection,  including  advising  various  HUD  clients  on  debt  collection 
strategies  and  enforcing  collection  in  administrative  and  Federal  court  cases.   It  is 
currently  pursuing  collection  of  over  $10.5  million  in  Federal  court  and  administrative 
cases.   In  addition,  this  Division  settled  a  claim  with  a  defaulted  GHMA  issuer  in  1993  for 
value  to  HUD  of  approximately  $S  million.   The  Division  also  provides  support  to  Field 
Counsel  who  handle  Federal  income  tax  refund  offsets  before  the  Board  of  Contract  Appeals, 
which  docketed  over  1,300  such  cases  in  1993.   The  Division  currently  is  involved  in  11 
contract  dispute  cases  before  the  HUDBCA,  involving  approximately  SI. 5  million. 

During  the  last  year,  the  Division  initiated  several  injunction  and  civil  penalty  cases 
against  manufactured  home  producers  under  the  Manufactured  Housing  Program  resulting,  so  far, 
in  two  consent  judgments  for  $25,000  in  civil  penalties.   It  negotiated  settlements  in  three 
cases  resulting  in  the  notification  of  thousands  of  manufactured  home  owners  of  health  and 
safety  defects  and  the  correction  of  their  homes.   The  Division  is  in  the  process  of 
initiating  a  new  administrative  action  to  require  the  notification  of  owners  of  defective 
manufactured  homes.   It  assisted  in  the  preparation  of  thermal  energy  standards  that  will 
substantially  increase  the  energy  efficiency  of  manufactured  homes  for  consumers.   After 
Hurricane  Andrew,  it  assisted  in  the  preparation  of  wind  standards  for  manufactured  homes 
that  will  significantly  increase  the  ability  of  manufactured  homes  situated  in  hurricane 
zones  to  withstand  strong  winds. 

In  1993,  this  Division  drafted  148  administrative  subpoenas  in  R8SPA  investigations. 
The  Division  also  pursued  a  RSSPA  subpoena  enforcement  matter  in  Federal  Court.   The 
Division's  RBSPA  enforcement  efforts  resulted  in  more  than  $1  million  in  payments  to  the 
Government  and  consumers  in  1993.   In  one  case,  the  Government  received  $558,762  from  15 
settlements /payments;  consumers  received  more  than  $400,000  in  refunds;  the  State  of 
Minnesota  received  $100,000  (from  a  joint  investigation);  and  more  than  $100,000  was  paid  for 
consumer  education  purposes.   The  Division  currently  has  60  active  RBSPA  investigations.   The 
RBSPA  statute  has  been  amended  to  include  all  new  home  sales  and  refinances  in  the  country 
and  to  provide  the  Department  with  authority  to  enforce  Section  10,  involving  the  failure  of 
mortgage  servicers  to  provide  annual  or  initial  escrow  account  statements.   Without 
additional  staffing,  needed  RBSPA  enforcement  cases  will  not  be  brought.   Without  proper 
enforcement,  violations  may  occur  that  could  increase  the  costs  of  settlement  for  consumers 
throughout  the  country. 

Affirmative  Litigation  Division 

The  Affirmative  Litigation  Division  is  primarily  responsible  for  enforcing  all  HUD 
program  requirements  set  forth  in  implementing  statutes,  regulations,  contractual  agreements, 
and  other  documents.   The  Division  has  lost  two  attorneys  in  1993.   The  Division  handles  for 
the  Assistant  Secretary  for  Housing-Federal  Housing  Commissioner i   enforcement  against  owners 
of  multifamily  projects,  including  Fair  Housing  violations  under  the  Regulatory  Agreement  and 
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BAP  Contract,  the  application  of  the  double  damage  section  of  the  National  Bousing  Act, 
hospitals,  and  Title  X  properties;  bankruptcy  actions  involving  all  multifamily  mortgagors, 
where  the  Division  monitors  or  handles  over  130  cases;  foreclosures  of  mortgages  on  Title  X 
properties;  civil  money  penalties  against  multifamily  mortgagors;  and  single  family  loan 
origination  fraud  and  equity-skimming  cases. 

For  the  Assistant  Secretary  for  Public  and  Indian  Housing,  the  Division  handles  the 
enforcement  of  the  statues,  regulations,  contracts,  and  other  agreements,  under  the  Public 
Bousing  program.   This  has  resulted  in  voluntary  and  contested  takeovers  of  public  housing 
projects  owned  by  several  housing  authorities.   It  also  includes  the  enforcement  of  Pair 
Housing  requirements  under  the  ACC  in  the  Public  Housing  program.  For  the  Assistant  Secretary 
for  Community  Planning  and  Development,  the  Division  handles  all  of  the  Sections  111  and  104 
administrative  hearings;  the  enforcement  of  grant  agreements  and  regulations;  and  potential 
foreclosure  of  126  defaulted  mortgages  for  Section  312  multifamily  rehabilitation  loans.   In 
addition,  the  Division  handles  contract  enforcement  actions  in  the  GNMA  Mortgage-Backed 
Securities  Program.   GNMA's  portfolio  consists  of  some  200  coinsured  loans  which,  if  assigned 
to  FHA,  this  office  would  be  responsible  for  the  affirmative  litigation. 

With  respect  to  all  BUD  programs,  the  Division  handles  False  Claims  Act  qui  tarn  cases 
and  civil  recovery  actions  involving  false  claims  and  fraud.   This  enforcement  effort  results 
in  millions  of  dollars  in  recoveries  each  year.   At  the  present  time,  the  Affirmative 
Litigation  Division  is  reviewing  over  400  matters  to  determine  whether  they  are  appropriate 
for  civil  fraud  recovery  actions. 

Management  Study 

The  Office  of  General  Counsel  undertook  a  management  study  in  1991  to  determine  the  best 
way  to  manage  the  limited  staff  resources  available  to  the  Office  of  Program  Enforcement. 
The  study  confirmed  that  there  was  a  greatly  increasing  workload  and  need  for  additional 
staff .   This  was  true  even  though  the  multifamily  foreclosure  function  had  been  delegated  to 
the  Regional  and  Field  Offices.   The  study  indicated  that,  without  staff  increases,  backlogs 
could  be  expected  in  debarment.  Mortgagee  Review  Board  appeals,  resolution  of  IG  audits, 
manufactured  homes  regulations,  single  and  multifamily  enforcement  cases,  debt  collection 
cases,  RESPA  enforcement  cases,  and  manufactured  homes  and  land  sales  enforcement  cases. 

The  Office  of  Program  Enforcement  continues  to  remain  understaffed.   Specifically) 

1.  If  the  2  additional  FTEs  are  not  received,  it  will  exacerbate  the  current  backlog  of 
about  86  Program  Fraud  Civil  Remedies  Act  (PFCRA)  cases.   The  MRB  caseload  is  being 
handled  at  present,  but  action  on  some  cases  may  have  to  be  deferred  through  agreement 
with  the  MRB  staff.   The  risk  to  the  Department  of  this  reduced  effort  is  that 
delays  in  processing  MRB  cases  reduce  the  Department's  ability  to  quickly  bring 
mortgagees  into  compliance  or  to  quickly  eliminate  them  from  the  FHA  program. 

2.  The  Inspector  General  and  Administrative  Proceedings  Division  has  had  to  adopt  a  policy 
of  settling  suspension  and  debarment  cases,  when  possible,  due  to  staff  and  travel  fund 
shortages.   In  addition,  reviews  of  draft  notices  of  suspension/debarment  cases  are 
ordinarily  given  a  low  priority  as  a  means  of  controlling  the  number  of  hearings  that 
are  ultimately  demanded  by  the  participants.   If  additional  staffing  is  not 
forthcoming,  only  the  most  important  cases  will  be  approved  and  active  cases  will  be 
settled  at  all  costs,  whenever  possible,  or  else  requests  will  be  made  that  the  clients 
retract  the  suspension/debarment  notices  in  all  but  the  most  important  cases.   Deferred 
action  and/or  mandatory  settlement  of  the  suspension  and  debarment  cases  has  about  the 
same  risk  to  the  Department  as  delays  in  MRB  cases.   Elimination  of  program  violators 
will  be  reduced.   Also,  it  is  possible  that  HUD  will  be  criticized  in  the  news  media 
for  lack  of  enforcement. 
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3.  In  the  Program  Compliance  Division,  needed  RESPA  enforcement  cases  will  not  be  brought. 
RESPA  covers  virtually  all  new  home  sales  and  refinances  in  the  country.   Without 
proper  enforcement,  violations  may  occur  that  could  increase  the  settlement  costs  for 
consumers.   Also,  fever  attorneys  will  seriously  hinder  the  Department's  ability  to 
develop  needed  standard  changes  and  enforcement  actions  in  the  Manufactured  Bousing 
Program.   This  program  directly  affects  the  health  and  safety  as  well  as  the  costs  of 
housing  for  many  low  income  and  elderly  Americans.   This  type  of  housing  presently 
represents  one-fourth  of  the  country's  new  housing  starts. 

4.  A  failure  to  provide  the  increases  requested  would  have  additional  impact  for  the 
Office  of  Program  Enforcement.   It  would  have  a  serious  impact  on  the  Office's  ability 
to  enforce  fair  housing  requirements.   Opinions  to  client  offices  and  Field  staff  would 
be  reduced  further.   Training  to  Field  for  all  work  delegated  would  be  curtailed  or 
eliminated.   Particularly  in  this  office,  managers  would  be  forced  further  to  perform 
direct  technical  assistance  rather  than  provide  supervision,  direction,  and  guidance. 
Generally,  any  decrease  in  enforcement  would  have  monetary  and  programmatic  impact. 

7.   OFFICE  OF  LITIGATIOH 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

1995  vs  1994 

Full-Time  Equivalent 
Employment 19  16         19         22         +3 

Increases  of  1  FTE  from  the  1)94  Budget  estimate  to  the  1994  current  estimate  and  on 
additional  3  FTEs  for  1995  are  proposed  for  the  Office  of  Litigation. 

There  are  three  reasons  why  cases  which  are  sufficiently  Important,  complex,  or 
sensitive,  must  be  handled  by  the  OGC  Office  of  Litigation,  and  representation  of  the  Department 
would  not  be  as  effective  if  the  cases  were  assigned  to  the  regional  offices. 

1.  The  Office  of  Litigation's  attorneys  are  experienced  in  handling  these  types  of 
cases,  which  often  require  familiarity  with  complexities  of  constitutional  law  and 
the  Administrative  Procedure  Act,  including  recent  evolutions  in  those  fields. 
Working  with  the  Department  of  Justice,  this  Office  is  able  to  present  legal 
arguments  that  are  on  the  very  cutting  edge  of  administrative  law.   Many  cases 
handled  by  the  Office  of  Litigation  have  implications  for  HUD  nationwide.   In  these 
cases,  the  Office  acts  as  a  convenient  and  logical  conduit  to  coordinate  events  that 
are  happening  throughout  the  country.   Regional  counsel,  by  contrast,  generally  only 
handle  cases  with  implications  within  the  Region.   An  example  of  the  cose  workload 
is  the  current  large-scale  discrimination  cases  being  litigated  in  ten  of  the 
Nation's  largest  cities.   These  are  all  highly  sensitive  and  complex  matters  which 
impose  substantial  demands  on  staff  resources. 

2.  Since  these  cases  almost  always  challenge  decisions  made  in  Headquarters,  the 
decisionmakers  must  generally  be  consulted  throughout  the  litigation,  both  for  the 
preparation  of  HDD's  defense,  as  well  as  toward  possible  settlement.   The  Office's 
location  in  Headquarters  affords  ongoing  access  to  decisionmakers  in  a  much  more 
efficient  and  cost  effective  way  than  if  Regional  Counsel  had  the  lead.   The  Office 
spends  considerable  time  and  effort  coordinating  with  HDD  program  officials  so  that 
the  Department's  responses  to  discovery,  and  the  positions  taken  in  legal  briefs, 
accurately  reflect  HDD  practice  and  policy. 

3.  The  cases  the  Office  of  Litigation  handles  ore  normally  also  assigned  by  the 
Department  of  Justice  to  Main  Justice,  rather  than  reassigned  to  a  United  States 
Attorney's  office,  and  this  Office  works  with  Main  Justice  on  an  ongoing  basis. 
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The  negative  impact  of  a  continued  substantial  staffing  reduction  from  the  1992  level 
and  failure  to  provide  the  increases  requested  will  be  substantial  for  the  Office  of  Litigation. 
This  is  a  small  office,  with  only  eight  full-time  and  one  part-time  trial  attorneys  available  to 
handle  all  major  defensive  litigation  brought  against  the  Department.   In  response  to  existing 
staff  shortages,  and  at  the  request  of  the  previous  General  Counsel,  this  Office  instituted  an 
aggressive  policy  of  delegating  outside  the  Office  cases  that  it  previously  otherwise  might  have 
handled.   Yet,  even  this  shift  has  not  had  the  effect  of  significantly  reducing  the  Office's 
workload.   This  is  due  to  the  essentially  nondiBcretionary  nature  of  its  caseload,  and  the 
staggering  burdens  which  even  one  of  its  typical  cases,  due  to  the  complexity  and  nature  of  the 
issues,  can  engender  during  periods  of  intense  litigation  pressure.   With  the  loss  and  non- 
replacement  of  two  attorneys  in  1993,  the  staff  has  now  been  pushed  very  close  to  the  limits  at 
which  it  can  efficiently  perform  its  mission  and  provide  even  a  modest  margin  to  meet  peak 
demands  in  its  cases,  as  well  as  possible  decreases  in  staff.   In  order  to  continue  to  simply  be 
able  to  perform  its  core  mission,  the  Office  must  be  able  to  expend  staff  hours  at  the  same 
levels  which  it  operated  in  1992. 

Although  Office  of  Litigation  attorneys  generate  substantial  compensatory  time  to  meet 
peak  demand  period  needs,  this  device  is  inadequate  to  absorb  staffing  shortages,  since  it 
constitutes  simply  a  "borrowing*  of  hours.   Sooner  or  later,  the  attorneys  earning  compensatory 
time  must  use  it,  and  then  another  attorney  must  be  substituted  to  ensure  that  the  work  of  the 
attorney  taking  compensatory  time  leave  is  completed.   Although  overtime  could  be  paid,  it  1b  not 
an  option  for  budgetary  reasons . 

This  Office  is  presently  facing  a  massive  civil  rights  trial  in  Sanders,  as  well  as 
possible  similar  trials  in  Christian  Community,  Ramos,  and  Hollman.   In  all  of  these  cases  the 
Department  of  Justice  is  counting  on  this  Office  to  carry  its  share  of  the  responsibility  for 
presenting  an  effective  defense. 

B.   OFFICE  OP  LEGISLATION  AND  REGULATIONS 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent 

Employment 26         26  24  27  +3 

An  increase  of  3  FTEs  is  proposed  for  the  Office  of  Legislation  and  Regulations. 

The  Office  of  Legislation  and  Regulations  performs  a  variety  of  legal  functions  in 
connection  with  the  Department's  legislative  program.   Major  areas  of  responsibility  include: 
development,  preparation  and  clearance  of  the  annual  and  special  programs  of  authorization 
legislation;  provision  of  legal  counsel  during  Congressional  consideration  of  the  legislation; 
preparation  and  clearance  of  reports  on  proposed  or  pending  Federal  legislation;  provision  of 
drafting  and  legal  services  with  respect  to  appropriations  law  and  the  Department's  annual 
appropriation  Acts;  and  response  to  Congressional  requests  for  assistance  in  drafting  HUD-related 
legislation.   The  Office  also  is  responsible  for  drafting  and  clearing  regulations  and  other 
policy  documents  (e.g.,  NOFAs)  necessary  to  carry  out  the  Department's  programs  and  policies; 
managing  HUD's  implementation  of  rulemaking  under  24  CFR  Part  10,  Section  7(o)  of  the  Department 
of  Bousing  and  Urban  Development  Act,  the  Regulatory  Flexibility  Act,  the  Paperwork  Reduction 
Act,  and  Executive  Order  12866;  clearing  within  the  Office  of  General  Counsel  non-regulatory 
Departmental  issuances;  preparing  the  Department's  views  on  proposed  Executive  Orders;  and 
advising  program  offices  concerning  newly  enacted  legislation  which  may  give  rise  to  a  need  for 
new  or  amended 
regulations. 

The  Office  has  two  Divisions — the  Legislation  Division  and  the  Regulations  Division. 
These  Divisions  are  responsible  for  ensuring  that  the  policies  of  the  Department  are  translated 
into  action  documents  of  the  highest  quality,  frequently  under  exceedingly  tight  time  frames. 
Since  the  Divisions'  work  product  becomes  the  "law,"  perfection  is  always  the  necessary  goal. 
The  work  is  as  relentless  as  it  is  important!   new  "priority"  regulations  and  legislative 
assignments  are  regularly  added. 
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The  proposed  increase  of  3  FTEs  in  199S  for  tbe  Office  of  Legislation  and  Regulations-- 
one  for  the  Legislation  Division  and  2  for  the  Regulations  Division — Mould  have  the  following 
effect i 

1.  The  Legislative  Division  currently  has  four  attorneys — the  smallest  number  of 
lawyers  in  any  OGC  Division.   The  demand  for  the  Division's  services  has  grown 
dramatically  over  the  last  several  years,  and  is  expected  to  continue  at  or  above 
the  current  level  for  the  foreseeable  future.   With  its  current  staff,  the  Division 
is  only  able  to  react  to  the  very  highest  departmental  priorities.  Other  work-- 
including  many  priority  item* — must  either  be  foregone  or  completed  only  after 
unacceptable  delays.   The  requested  increase  of  one  attorneys  is  essential  to 
ensuring  that  HUD 'a  annual  legislative  program  is  completed  on  time  and  at  the 
level  of  quality  that  is  required  to  effectively  present  the  Department's 
legislative  priorities.   In  addition,  the  requested  increase  would  enable  the 
Division  to  respond  to  more  Congressional  requests  for  technical  drafting  services, 
with  consequent  Improvement  in  the  Departments 's  relations  with  the  Congress.   More 
reports  (requests  for  comments  on  pending  and  proposed  legislation  from  the  Hill 
and  OMB)  coula  be  prepared,  thereby  increasing  the  Department's  ability  to 
communicate  its  views  within  the  Administration  and  with  the  Congress  on  a  host  of 
important  proposed  and  pending  bills  in  a  timely  manner. 

2.  The  Regulations  Division  currently  has  eight  attorneys,  two  of  which  are  part-time 
employees.   The  Department  has  traditionally  carried  a  docket  of  approximately  300 
rule  assignments.   Because  of  the  Division's  small  staff,  it  currently  works  on 
only  the  Department's  very  highest  priority  rules — the  so-called  "Top  25"  list  of 
rules.   The  vast  majority  of  the  other  rules  and  related  documents  are  either  left 
undone  or  are  subject  to  critical  production  delays.   An  increaae  of  two  attorneys 
would  permit  the  Division  to  respond  far  more  quickly  to  a  far  greater  number  of 
regulatory  priorities.   This  would  ensure  that  documents  essential  to  carrying  out 
more  of  the  Secretary's  most  important  policy  initiatives  would  be  produced  more 
quickly. 

The  requested  staffing  level  is  essential  for  the  Office  of  General  Counsel  to  fulfill 
its  responsibilities  to  provide  legal  opinions,  advice  and  services  with  respect  to  all  programs 
and  activities  and  to  provide  counsel  and  assistance  in  the  development  of  the  Department's 
program  and  policies.   This  Includes  crucial  support  for  the  Pair  Housing  initiatives,  the 
efforts  to  improve  and  support  reform,  particularly  in  Housing,  Public  Bousing  and  Community 
Development  through  program  enforcement,  the  efforts  to  implement  the  many  new  programs  of  the 
National  Affordable  Houaing  Act  of  1990  and  the  Bousing  and  Community  Development  Act  of  1992. 

Travel 

BUDGET      CURRENT  INCREASE  ♦ 

ACTUAL      ESTIMATE    ESTIMATE     ESTIMATE     DECREASE  - 
1993         1994        1994         1995      1995  vs  1994 

Travel  Requirements $162,000    $150,000    $155,000    $259,000    +$104,000 

The  proposed  travel  budget  of  $259,000  for  1995  would  restore  the  Office  of  General 
Counsel's  travel  budget  to  its  1991  level.   This  restoration  of  funds  would  be  used  primarily  in 
support  of  increased  staffing  for  Fair  Bousing  Enforcement,  Program  Enforcement,  increased 
litigation  activity,  and  to  facilitate  interaction  between  Headquarters  and  all  Field  Offices. 
Due  to  the  separate  appropriations  and  other  limitations  on  OGC's  personal  services  and  travel 
for  the  past  3  years,  travel  funds  have  been  used  predominantly  to  support  only  travel  associated 
with  litigation.   In  1993,  the  Office  of  General  Counsel  spent  approximately  $24,000  on  travel 
related  to  Fair  Bousing  and  approximately  $29,000  on  program  enforcement  related  activities 
operated  out  of  the  General  Counsel's  Offices  of  Program  Enforcement  and  Insured  Housing  and 
Finance.   Approximately  $37,000  was  used  for  travel  related  to  defensive  litigation,  and  $71,000 
for  travel  related  to  the  field  legal  services.   With  increased  staffing  levels  to  meet  tbe 
needs  of  increasing  workload  and  the  recent  field  reorganization,  the  travel  requirements  will 
increase  proportionately.   This  is  especially  true  in  the  areas  related  to  Fair  Housing  and 
Program  Enforcement  where  we  expect  travel  requirements  to  exceed  $200,000  in  1995. 
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Contracts 


BUDGET      CURRENT  INCREASE  + 

ACTUAL      ESTIMATE    ESTIMATE     ESTIMATE     DECREASE  - 
1993         1994        1994         1995      1995  vs  1994 

Technical  Services $291,000    $300,000    $294,000    $300,000     +$6,000 

These  funds  are  for  on-line  legal  research  services.   The  research  is  used  principally  to 
research  judicial  decisions  and  is  especially  valuable  in  providing  the  most  current  information 
on  the  law  when  handling  litigation.   Use  of  such  services  was  begun  during  1985,  has  proved 
highly  useful  and  has  increased  proportionately  as  the  HUD  legal  operations  have  become  fully 
computerized.   All  of  the  OGC  staff  now  have  and  heavily  rely  on  computers. 
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The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  Is  shown  In 
Part  3  of  the  Justifications.   However,  In  order  to  present  In  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  Included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994  and  199S. 

BUDGET  ACTIVITY  lOl   FIELD  LEGAL  SERVICES 

ACTIVITY  HIGHLIGHTS 


ACTUAL 
1993 

BUDGET 

ESTIMATE 

1994 

CURRENT 

ESTIMATE 

1994 

CURRENT 
1995 

$21,915 

300 
319 

INCREASE  ♦ 

DECREASE  - 

1995  vs  1994 

(19,875 

29B 
31S 

$20,327 

299 
303 

$20,485 

290 
310 

+$1,430 

+  10 
♦9 

Total  Budget  Authority 

Full-Time  Permanent  Appointments, 

End  of  Year 

Full -Time  Equivalent  Employment. 

NOTE i   Full-time  permanent  positions  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalent  (FTE)  employment  ceilings.   They 

are  not  control  numbers  and  may  vary  depending  on  conditions.   FTE  exclude  overtime 
and  terminal  leave  In  all  years. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  Assistant  General  Counsel,  Chief  Counsel  and  Chief  Attorneys  are  the  chief  legal 
officers  of  their  respective  offices.   Under  the  field  reorganization,  they  will  receive 
operational  direction,  administrative  support,  and  professional  advice  and  direction  from  the 
General  Counsel,  the  chief  legal  officer  of  the  Department.   Once  the  field  reorganization  is 
completed  for  the  program  areas,  field  legal  services  will  be  restructured  if  necessary,  to 
support  the  Department's  mission. 

The  Assistant  General  Counsel  for  the  regional  groupings  act  as  staff  legal  adviser  to 
the  Secretary's  Representatives.   The  Deputy  Assistant  General  Counsel  act  as  chief  legal  officer 
in  the  absence  of  the  Assistant  General  Counsel.   They  also  have  responsibility  for  oversight  of 
office  operations  and  supervision  of  legal  staff.   Managing  Attorneys  serve  as  specialists  and 
lead  attorneys  for  areas  such  as  litigation,  fair  housing  and  equal  opportunity  enforcement,  and 
administrative  law.   In  most  regional  groupings,  Managing  Attorneys  are  also  the  lead  attorneys 
for  the  program  legal  services  related  to  the  housing  and  community  planning  and  development 
functions  previously  performed  by  the  Area  offices.   Attorney-Advisers  assist  the  Managing 
Attorneys  in  handling  the  volume  of  work  involved  in  each  of  the  areas  above.   The  remainder  of 
the  staff  is  involved  in  support  functions  to  the  professional  staff. 

Field  Offices  with  responsibility  for  bousing  and  community  development  programs  have  a 
small  legal  staff  and  legal  support  staff  headed  by  a  Chief  Counsel.  The  Chief  Counsel  functions 
as  the  staff  legal  adviser  to  the  Manager  of  a  State  or  Area  Office  and  has  authority  and 
responsibility  for  all  legal  activities  delegated  to  the  Field  Office.   The  Chief  Counsel, 
together  with  Attorney-Advisers  in  the  office,  perform  program  legal  services  in  areas  such  as 
home  mortgage  insurance,  multifamily  mortgage  insurance,  Low-Bent  Public  Housing,  Section  202 
Direct  Loan  Program  for  the  Elderly  and  Handicapped,  Section  8,  Housing  Vouchers,  Housing 
Development  Grants,  Urban  Development  Action  Grants  (ODAGs),  Community  Development  Block  Grants, 
Section  312,  and  the  Freedom  of  Information  Act.  The  remainder  of  the  staff  is  involved  in 
support  functions  to  the  professional  staff. 
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In  some  of  the  State  or  Area  Offices  which  have  responsibility  for  housing  programs 
only,  a  Chief  Attorney  acts  as  the  legal  adviser  to  the  manager  of  the  Office.   The  Chief 
Attorney  provides  the  same  legal  services  for  the  programs  as  does  a  Chief  Counsel.   In  most 
cases,  a  Chief  Attorney  is  the  sole  legal  staff  in  the  Office.   Chief  Attorneys  may  have  the 
assistance  of  a  documents  examiner  or  legal  technician,  but  generally  receive  secretarial  support 
from  a  secretary  assigned  to  another  section  of  the  office. 

Under  the  implementation  process  of  "Reinventing  HUD",  some  currently  Regional  functions 
will  be  delegated  to  Field  Offices;  others  may  be  consolidated  at  "Service  Centers"  or  performed 
at  Headquarters,  or  be  retained  by  a  central  office  for  a  geographic  area.   Final  decisions  can 
not  be  made  until  the  program  offices  complete  their  restructuring. 

2.   WORKLOAD 

Assistant  General  Counsel 

a.  Litigation.   This  is  a  major  responsibility  exercised  by  the  Assistant  General 
Counsel.   It  involves  working  with  the  U.S.  Attorneys  in  handling  cases  to  which  HUD  is  a  party 
and  participation  with  local  government  or  private  attorneys  in  handling  cases  involving  HUD- 
assisted  local  governmental  activities.   The  caseload  covers  the  full  range  of  the  Department's 
program  responsibilities,  such  as  subsidized  and  insured  housing,  property  management  and 
disposition,  and  community  development  programs,  be  well  as  cases  involving  claims  collection, 
environmental  issues,  civil  rights,  landlord-tenant  matters,  architectural  and  construction 
contract  disputes,  and  tort  claims.   Assistant  General  Counsel  also  handle  judicial  foreclosures 
of  multifamily  projects,  single  family  defensive  foreclosure  actions,  and  some  of  the  affirmative 
litigation  cases  instituted  by  the  Department. 

b.  Fair  gouging  and  Equal  Opportunity  Enforcement.   This  function  involves  providing 
legal  services  with  respect  to  the  enforcement  of  civil  rights  laws  and  equal  opportunity 
requirements  applicable  to  HUD  programs.   Other  services  provided  include  nondiscrimination  in 
HUD— assisted  programs,  fair  housing,  equal  employment  opportunity,  and  increased  employment 
opportunities  for  lower-income  persons  in  connection  with  HUD-assisted  projects.   Assistant 
General  Counsel  also  make  the  initial  determination  of  the  substantial  equivalency  status  of 
State  and  local  ordinances  on  fair  housing.   Assistant  General  Counsel  are  members  of  the 
Desegregation  Task  Forces  in  their  regional  groupings  which  are  responsible  for  coordinating 
efforts  to  eliminate  racial  segregation  which  is  the  result  of  official  action  in  Public  Housing 
and  other  HUD-assisted  housing  projects.   The  effort  to  eliminate  systemic  discrimination  in 
housing  and  the  Department's  strengthened  procedures  for  Title  VI  compliance  reviews  have 
substantially  increased  the  fair  housing/equal  opportunity  workload  of  Assistant  General  Counsel. 
As  part  of  the  effort  to  eliminate  systemic  discrimination  in  housing.  Assistant  General  Counsel 
will  review  for  legal  sufficiency  all  Title  VI  compliance  reviews. 

With  the  implementation  of  the  Fair  Housing  Amendments  of  1988,  a  major  workload 
increase  is  the  requirement  that  within  40  months  of  enactment,  HUD  re-examine  all  of  its 
previous  determinations  that  State  and  local  laws  are  substantially  equivalent  to  Title  VIII. 
The  Assistant  General  Counsel  are  now  fully  involved  in  Fair  Housing  enforcement.   This  means 
that  they  must  review  the  Final  Investigative  Report  (FIR)  where  a  determination  of  reasonable 
cause  or  no  reasonable  cause  has  been  made  by  the  Office  of  Fair  Housing  and  Equal  Opportunity; 
represent  complainants  and  the  Secretary  at  hearings  held  before  Federal  Administrative  Law 
Judges  in  certain  types  of  cases;  assist  the  Department  of  Justice  and  the  U.S.  Attorneys  in  fair 
housing  cases  tried  in  Federal  District  Court;  process  requests  for  prompt  judicial  relief  where 
a  unit  will  be  sold  or  rented  before  a  case  can  be  investigated  and  litigated  or  where  a 
complainant  is  about  to  be  evicted;  and  attend  training  on  the  processes  involved  in  the  handling 
of  fair  housing  enforcement  cases. 

c   Administrative  Legal  Services.   This  function  includes  rendering  of  advisory 
opinions  on  standards  of  conduct  questions;  approving  claims  under  the  Federal  Tort  Claims  Act 
and  the  Military  Personnel  and  Civilian  Employees'  Claims  Act  of  1964;  rendering  decisions  with 
respect  to  the  Freedom  of  Information  Act  and  the  Privacy  Act  of  1974;  providing  services  in 
connection  with  HUD  personnel  actions,  including  agency  representation  at  grievance  and  adverse 
action  hearings;  providing  services  relating  to  the  imposition  of  administrative  sanctions 
including  debarments,  suspensions,  and  Limited  Denials  of  Participation;  and  providing  services 
related  to  HUD  procurement  and  disbursement  activities.   In  addition.  Assistant  General  Counsel 
provide  advice  to  the  Regional  Office  of  Inspector  General  concerning  audits  and  investigations. 

D-2 
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The  program  enforcement  duties  of  the  Assistant  General  Counsel  have  been  expanded  to 
include  representing  the  Department  at  certain  debarment  and  suspension  hearings  as  well  as 
hearings  on  Limited  Denials  of  Participation.  Additionally,  Assistant  General  Counsel  are 
responsible  for  handling  IRS  tax  refund  offset  cases,  including  reviewing  claims  to  determine  the 
enforceability  of  debts  and  representing  the  Department  in  proceedings  in  which  the  debtors 
request  review  of  the  proposed  IRS  tax  refund  offset. 

d.  Program  Activities.   Assistant  General  Counsel  provides  the  program  legal  services 
for  the  housing,  community  planning  and  development,  and  administrative  law  functions  previously 
carried  out  in  the  former  Area  office  in  the  same  city.   These  functions  are  described  more 
specifically  in  the  section  on  Chief  Counsel  below. 

e.  Area  Office  Monitoring.   Assistant  General  Counsel  are  also  responsible  for 
monitoring  the  work  performed  by  the  Chief  Counsel  and  Chief  Attorneys. 

Chief  Counsel 

The  Chief  Counsel  provides  legal  services  required  in  connection  with  the  full  range  of 
Field  Office  program  and  project  activities. 

a.  Housing  Programs.   The  Chief  Counsel  provides  all  legal  services  required  in 
connection  with  HUD's  insurance  of  mortgages  on  multifamily  properties.   This  inoludes 
representing  the  Department  at  initial  and  final  closings  of  projects,  including  those  financed 
by  tax-exempt  bonds.   The  closing  attorney  is  responsible  for  assuring  the  legal  sufficienoy  of 
all  closing  documents  for  full  Insurance  projects.   The  Chief  Counsel  also  participates  in 
coinsurance  closings  which  involve  limited  review  of  certain  documents.   The  Chief  Counsel 
provides  a  legal  review  of  applicable  documents  where  there  is  a  change  in  the  mortgagor  entity, 
and  furnishes  legal  assistance  in  connection  with  the  non-judicial  foreclosure  of  multifamily 
projects,  the  management  and  disposition  of  acquired  properties,  debt  collection,  and 
bankruptcies,   with  respect  to  the  Section  8  Lower-Income  Housing  Assistance  program.  Chief 
Counsel  is  responsible  for  making  determinations  as  to  the  legal  capacity  of  participants  in  the 
program,  and  preparing  all  required  contractual  documents  with  respect  to  the  provision  of 
subsidy  assistance.   In  the  conventional  Public  Housing  program,  Chief  Counsel  has  been 
responsible  for  review  of  organizational  transcripts;  review  of  applications)  and  preparation  of 
annual  contributions  contracts  and  amendments,  contracts  of  sale,  and  all  supporting 
documentation  for  these  instruments.   The  Chief  Counsel  also  provides  a  wide  range  of  legal 
services  in  connection  with  the  low-rent  public  housing  projects  in  occupancy,  such  as  the 
preparation  of  contracts  for  modernization  of  projects,  other  contract  amendments,  and  landlord- 
tenant  matters.   The  Chief  Counsel  also  reviews  Section  202  Direct  Loan  applications  and  conducts 
initial  and  final  closings  of  Section  202  projects.   In  the  Housing  Development  Grants  program, 
Chief  Counsel  are  required  to  review  the  applications  and  legally  binding  commitments.   In 
addition,  the  Chief  Counsel  provides  legal  advice  and  guidance  on  Single  Family  Mortgage 
Insurance  programs. 

b.  Community  Planning  and  Development.   This  function  includes  the  provision  of  legal 
services  required  in  connection  with  the  Community  Development  Block  Grant  (CDBG)  program.   The 
Chief  Counsel  prepares  contracts,  amendments,  special  contract  conditions,  and  sanctions  imposed 
for  noncompliance  with  program  requirements.   The  Chief  Counsel  is  also  responsible  for  making 
legal  determinations  relative  to  environmental  and  labor  requirements,  for  rendering  decisions  in 
connection  with  Field  office  consideration  of  relocation  appeals  by  displaced  persons,  and  for 
providing  legal  advice  concerning  CDBG  monitoring  activities.   In  addition,  the  Chief  Counsel 
provides  legal  support  to  the  Section  312  Rehabilitation  program. 

c.  Administrative  Legal  Services.   This  function  includes  the  provision  of  legal 
services  with  respect  to  the  Freedom  of  Information  Act  and  the  Privacy  Act  of  1974;  advice 
concerning  the  disposition  of  reports  of  the  Office  of  Inspector  General;  legal  guidance  in 
connection  with  the  administration  of  Field  office  claims  collection  activities,  and  legal 
services  relating  to  the  use  of  administrative  sanctions  such  as  Limited  Denials  of 
Participation,  Suspensions  and  Debarments.   As  requested  by  the  Office  Manager,  Chief  Counsel 
provides  legal  advice  concerning  BUD  personnel  actions. 
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Chief  Attorneys 


The  Chief  Attorneys  provide  legal  services  similar  to  those  provided  by  Chief  Counsel  in 
connection  with  the  housing  programs  and  project  activities  conducted  by  their  Field  Office. 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994,  and  1995. 


GS/GM-15 14  13  13 

GS/GM-14 79  81  Bl 

GS/GM- 13  AND  BELOW 205  196  206 

Total,  Full-Time  Permanent 

Appointments 298  290  300 

Full-Time  Equivalent  Employment  315  310  319 

EXPLANATION  OF  STAFFING  REQUIREMENTS 


FULL-TIME 

EQUIVALENT 

(FTE 

)  EMPLOYMENT 

ACTUAL 
1993 

178 

125 

12 

315 

BUDGET 

ESTIMATE 

1994 

CURRENT 

ESTIMATE 

1994 

ESTIMATE 
1995 

INCREASE  + 
DECREASE  - 
1995  vs  1994 

Assistant  General  Counsel 

180 

108 

IS 

303 

173 

125 

12 

310 

180 

127 

12 

319 

+7 

+9 

The  increase  in  the  FTE  total  from  the  1994  budget  estimate  to  the  1994  current 

estimate  results  from  the  inclusion  of  the  Desegregation  Coordinating  Office  in  the  FLS 

ceiling.   The  further  increase  of  nine  FTEs  in  1995  reflects  the  annualization  of  additional 
positions  during  1994. 

Travel 

The  table  below  identifies  travel  requirements  unique  to  this  activity. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Field  Travel '   $121        $150        $113        $121         +$8 

The  increase  in  travel  for  1995  is  necessary  to  cover  normal  travel  expenses  of  the 
Assistant  General  Counsel  and  Field  Counsel.   The  current  estimate  for  1994  is  a  reduction  of 
$37,000  from  the  budget  estimate.   Funding  at  the  1994  level  is  sufficient  only  to  cover 
travel  necessary  for  litigation.   It  is  not  adequate  to  cover  monitoring  visits  or  field 
reviews  by  the  Assistant  General  Counsel,  Assistant  General  Counsel  travel  to  conduct  annual 
ethics  training  in  the  Field  Offices,  travel  for  Chief  Counsel  meetings,  or  training  related 
travel.   Funding  at  the  level  proposed  for  1995  will  provide  for  some  travel  in  addition  to 
that  essential  for  litigation. 
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SALARIES  AND  EXPENSES,  BOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  BUD"  is  shown 
later  in  this  part  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific 
staffing  and  administrative  expense  requirements  associated  with  each  of  the  major  program  areas 
of  the  Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each 
section  of  the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal 
years~1993,  1994,  and  199S. 

BUDGET  ACTIVITY  111   CBIEP  FINANCIAL  OFFICER 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

199S  vs  1994 

249 

241 

188 

181 

437 

422 

(Dollars  in  Thousands) 

Total  Budget  Activity  $41,912  8,746    $54,792     $57,733    +$2,941 

Full-Tirae  Permanent  Appointments,  BOY  .  4SS  32       436        421        -15 
Pull-Time  Equivalent 
Employment i 

Headquarters 254  32 

Pield 202  jjj. 

Total  FTE 456  32       437        422        -15 

NOTE i   Pull-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  full-time  equivalents  (FTE).  They  are  not  control 
numbers  and  may  vary  depending  on  conditions.  PTBs  exclude  overtime  and  terminal 
leave. 

STAFFING  SUMMARY 

1.  SCOPE  OP  ACTIVITY 

The  mission  of  the  Office  of  the  Chief  Financial  Officer  (CPO)  is  to  lead  the 
Department's  Headquarters  and  Pield  Office  officials  toward  the  understanding  and  practice  of 
sound  financial  management  in  program  development  and  operations  and  in  the  stewardship  of  public 
resources.   The  CPO  advises  the  Secretary  on  all  aspects  of  financial  management.   The  CPO 
ensures  that  the  Department  establishes  and  meets  financial  management  goals  and  objectives  and 
that  the  Department  is  in  compliance  with  financial  management  legislation  and  directives.   The 
scope  of  activity  cross-cuts  the  entire  Department.   The  CPO  establishes  policies  and  standards 
for  development,  maintenance,  operation  and  evaluation  of  the  Department's  financial  management 
systems,  including!   budget  and  accounting  systems,  internal  control  systems,  financial  reporting 
systems,  asset  and  credit  management  systems,  and  systems  to  audit  compliance  with  financial 
management  and  related  requirements.   The  CPO  also  provides  accounting  services  for  all 
administrative  activities  of  the  Department  and  for  all  operating  programs,  except  for  those 
administered  by  GNMA  and  PBA  activities  including  mortgage  insurance  accounting. 

2.  WORKLOAD 

The  workload  of  the  Office  of  the  Chief  Financial  Officer  is  essentially  defined  by  the 
following  key  objectives! 

establish  and  maintain  integrated  financial  management  systems; 

—  improve  Departmental  management  of  asset  and  credit  management  functions; 

—  develop  a  strong  internal  control  program  and  address  material  weaknesses  in  the 

Department; 
~  produce  audited  consolidated  financial  statements;  and 
--  develop  uniform  financial  management  policies  and  procedures. 

Workload  elements  for  accounting  operations  under  the  Office  of  Finar.ce  and  Accounting 
and  in  the  Regions  ore  quantified  in  the  following  table. 
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WORKLOAD  INDICATOR 


Invoices   

Reservations/Obligations   

Disbursement  documents  processed  .  .  . 
Collection  documents  processed  .... 
Excess  Rental  Income  collections   .  .  . 

Debt  collections   

Automated  Clearing  Bouse  reports   .  .  . 

Reconciliations  processed   

Cash  Reconciliation  analyses   

Rote  histories  processed   

Funding  documents  processed   

Receivables  processed   

Cash  documents  processed   

Residual  receipts  reviewed/billed  .  .  . 

Internal  reports  processed   

Financial  reports  (Treasury)  prepared  . 
Field t  Accounting  documents  processed  . 


102,755 

103,000 

103,000 

35,952 

36,000 

36,000 

9,893 

10,000 

10,000 

83,725 

84,000 

84,000 

115,324 

115,000 

115,000 

344 

350 

350 

6,588 

6,600 

6,600 

7,524 

7,550 

7,550 

1,229 

1,250 

1,250 

538 

560 

560 

1,863 

1,900 

1,900 

4,456 

4,480 

4,480 

22,713 

22,750 

22,750 

1,337 

1,350 

1,350 

7,764 

7,890 

7,890 

4,120 

4,120 

4,120 

1,014,798 

1,015,000 

1,015,000 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994  and  1995. 


HO,   FIELD  TOTAL 


H2   FIELD   TOTAL 


HO.   FIELD   TOTAL 


Executive  Level  IV 

ES-6 

ES-5 1 

ES-4 2 

ES-3 1 

BS-2 

ES-1 1 

GS/GM-15 16 

GS/GM-14 32 

GS/GH-13  AND  BELOW 192 

Total,  Full-Time  Perm  Apptmts.  246 

FTE  Employment 254 

EXPLANATION  OF  STAFFING  REQUIREMENTS 

1.   HEADQUARTERS  EMPLOYMENT 

The  following  table  indicates  the  distribution  of  Full-Time  Equivalent  (FTE)  employment 
in  Headquarters. 


185 
199 

377 
445 

193 
248 

174 
188 

367 
436 

185 
240 

167 
181 

352 
421 

202 

456 

249 

188 

437 

241 

181 

422 

FULL  TIME  EQUIVALENT  EMPLOYMENT 


OFFICE  I 


ACTUAL 
1993 


BUDGET 

ESTIMATE 

1994 


CURRENT 

ESTIMATE 

1994 


ESTIMATE 
1995 


INCREASE  + 

DECREASE  - 

1995  vs  1994 


Immediate  Office  of  the  CFO  

Office  of  Finance  and  Accounting 

Director '8  Office 

Administration  and  Mgmt  Div.... 
Cash  and  Credit  Management 

Division 

General  Accounting  Division.... 
Policy  Development  t   Compliance 

Enforcement  Division 

Systems  Division 

Total,  FTE  Employment 


23 
241 
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The  Office  of  the  Chief  Financial  Officer  (CFO)  acquired  direct  responsibility  for  all 
financial  accounting  operations,  except  for  the  Federal  Bousing  Administration  (FHA)  and  the 
Government  National  Mortgage  Association  (GBMA) .   This  functional  realignment  occurred  in  August 
1993  with  the  transfer  of  the  Office  of  Finance  and  Accounting  (OFA)  from  the  Assistant  Secretary 
for  Administration.   Obligations  and  FTEs  have  been  adjusted  to  show  field  and  Headquarters 
accounting  in  the  CFO  for  all  of  1993.   The  new  organizational  alignment  is  designed  to  improve 
the  Department's  Implementation  of  requirements  of  the  CFO  Act  of  1990  in  the  areas  of  accounting 
policy,  accounting  operations,  financial  reporting,  audit  resolution,  and  internal  controls. 

A  proposal  to  reorganize  the  Office  of  the  CFO  in  fiscal  year  1994  is  currently  pending. 
Major  features  of  this  reorganization  arei   establish  a  Deputy  CFO  for  Accounting  and  transfer 
the  Office  of  Finance  and  Accounting  to  this  organization;  and  transfer  the  Office  of  Financial 
Policy  and  Evaluation  and  the  Office  of  Internal  Control  and  Audit  Resolution  to  the  Deputy  CFO 
for  Finance. 

The  functions  of  the  CFO  which  will  report  to  the  Deputy  CFO  for  Finance  are  organized  into 
four  Offices! 

•  The  Office  of  Internal  Control  and  Audit  Resolution  oversees  the  Department's  internal 
control  program  required  by  OMB  Circular  A-123  and  promotes  the  value  and  practice  of 
internal  controls  by  program  managers.   The  establishment  of  a  strong  internal 
controls  program  will  reduce  significantly  the  vulnerability  and  incidence  of  material 
weaknesses  in  the  execution  of  the  Department's  mission,  goals  and  Secretarial 
priorities.   The  Office  oversees  the  resolution  of  audit  findings  and  existing 
material  weaknesses  and  promotes  Integrity  in  the  management  control  of  the 
Department ' s  programs . 

s    The  Office  of  Financial  Systems  Integration  oversees  the  provision  of  financial 
management  information  to  the  Department's  program  executives  through  integrated, 
computer-based  financial  management  systems.   The  Office  ensures  the  Department's 
compliance  with  OMB  Circular  A-127,  Financial  Systems  Program. 

•  The  Office  of  laser  and  Credit  tanigemit  oversees  the  Department's  asset,  cash, 
credit  and  debt  management  programs  and  initiatives.   The  Office  promotes  the 
objectives,  practice  and  understanding  of  these  programs  and  works  to  integrate  them 
into  the  Department 'a  programs.   The  Office  overaeea  the  implementation  of  the  Credit 
Reform  Act  of  1990,  the  Debt  Collection  Act  and  OMB  Circular  A-129,  Including  the 
assessment  of  interest,  penalties  and  administrative  costs  on  delinquent  debt.   The 
pending  reorganization  plan  proposes  to  rename  this  office  as  the  Office  of  Financial 
Management  and  Planning  to  reflect  the  inclusion  of  strategic  planning  functions  under 
this  organization. 

s    The  Office  of  Financial  Policy  and  Evaluation  develops,  documents  and  publicizes  the 
Department's  financial  management  and  accounting  policies  and  procedures.   The  Office 
supports  the  program  officials  and  objectives  by  defining  and  providing  sound 
financial  management  procedures  and  information  as  input  into  decision  making  and 
evaluation  of  program  operations. 

Functions  which  will  be  assigned  to  the  Deputy  CFO  for  Accounting  are  currently  carried 
out  by  the  Office  of  Finance  and  Accounting  (OFA).   OFA  provides  policy  direction,  review  and 
coordination  of  the  fiscal  and  accounting  responsibilities  of  the  Department  and,  with  the 
assistance  of  the  ten  Regional  Accounting  Divisions,  provides  the  accounting  services  for  all 
administrative  activities  of  the  Department  and  for  all  operating  programs,  except  for  those 
administered  by  GNMA  and  FHA  activities  Including  mortgage  insurance  accounting. 

The  199S  estimate  of  241  FTBs  reflects  a  decrease  of  8  FTEs  from  the  1994  current  estimate, 
in  accordance  with  Executive  Order  12839. 
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2.    FIELD  EMPLOYMENT 

PULL  TIME  EQUIVALENT  EMPLOYMENT 


BUDGET       CURRENT  INCREASE  + 

ACTUAL    ESTIMATE      ESTIMATE    ESTIMATE      DECREASE  - 

1993      1994  1994        1995      1995  vs  1994 


Accounting  Services 202        ...  188        181  -7 

At  the  end  of  1993,  five  Regional  Offices  had  established  financial  management  functions 
with  Regional  Comptrollers.   These  financial  management  executives  were  reporting  directly  to  the 
Regional  Administrators  but  now  report,  after  restructuring,  directly  to  the  CFO. 

The  Field  accounting  function  has  been  conducted  exclusively  at  the  Regional  Office  level  by 
the  Regional  Accounting  Divisions  (RADs)  under  Field  Administration.   In  fiscal  year  1994,  the 
RADS  are  reassigned  to  the  CFO.   These  staff  are  responsible  for  all  accounting  functions 
provided  directly  and  daily  to  program  operations  in  the  Field  Offices.   They  help  program 
managers  conduct  their  work  by  providing  budget  and  planning  services,  including  reports, 
statistics  and  analyses.  They  also  provide  advice  and  assistance  to  local  agencies  on  all 
accounting  requirements  relating  to  HUD  programs. 

The  decrease  of  7  FTEs  in  1995  reflects  anticipated  improvements  in  productivity  and  the 
overall  reduction  of  staffing  levels  required  by  Executive  Order  12839. 

Workload  for  Field  accounting  activities  is  measured  under  the  Department's  productivity- 
based  Resource  Allocation  Guideline  System  (RAGS).   This  activity  is  measured  in  terms  of  the 
number  of  accounting  documents  processed,  including  basic  activities  such  as  processing  actions 
to  obligate  funds,  reviewing  and  paying  project  accounting  vouchers,  and  procurement 
transactions.   The  following  table  summarizes  actual  1993  RAGS  data  and  estimates  for  1994  and 
1995.   The  data  indicates  the  work  unit  measured,  the  hours  required  per  unit,  and  the  FTB 
requirements  derived  from  these  factors. 

RESOURCE  ALLOCATION  INDICATOR 

GUIDELINE  (WORK  UNIT)  ACCOMPLISHMENT        UNIT  COST         FTE 


Accounting 

1993  Actual         Documents  Processed  1,014,798  0.41          202 

1994  Estimated      Documents  Processed  1,015,000  0.39         188 

1995  Estimated      Documents  Processed  1,015,000  0.37         181 

TRAVEL 

The  table  below  identifies  travel  requirements  unique  to  this  activity. 


BUDGET      CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE     ESTIMATE    ESTIMATE 

DBCRSASE  - 

1993 

1994        1994        1995 

1995 

vs  1994 

(Dollars  in  Thousands) 

$134 

$109         $126        $123 

-$7 

9 

5143 

...          113         107 
$109        $239        $230 

-  8 

-$1S 

Travel 

Headquarters 

Field  

Total  

Travel  funding  for  this  activity  is  required  to  fully  carry  out  CFO  responsibilities  for 
improving  Department  financial  management.   CFO  travel  will  focus  attention  on  program  delivery 
operations  at  the  field  office  level  and  will  provide  oversight  and  review  fort   asset  and  credit 
management,  debt  collection,  resolution  of  audit  findings  and  internal  control  weaknesses,  and 
test  and  establish  internal  controls. 
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A  major  initiative  of  the  Office  of  the  CPO  is  to  establish  financial  management  skills  and 
expertise  in  the  field  through  the  Offices  of  the  Regional  Comptrollers.   The  CFO  will  maintain 
strong  working  relationships  with  field  financial  management  executives  by  sponsoring  semi-annual 
financial  management  conferences  for  the  Regional  Comptrollers  and  the  RADs.   The  decrease 
reflects  reduced  staffing  levels  offset  by  support  for  Regional  Comptrollers  in  establishing 
improved  management  controls  as  part  of  their  efforts  to  resolve  audit  findings. 

CONTRACTS 


BUDGET       CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE     ESTIMATE    ESTIMATE 

DECREASE  - 

1993 

1994         1994        1995 

1995  vi  1994 

(Dollars  in  Thousands) 

$552 

$924         $975        $975 

455 

553         700 

+  147 

Management  Studies 

Technical  Services 

Total $1,007        $924       $1,528      $1,675        +$147 

Management  Studies.   The  continued  development  and  implementation  of  an  exemplary  system  of 
program  internal  controls,  material  weakness  verification  reviews,  integration  of  financial 
management  information  systems,  and  development  of  handbooks  and  directives  on  financial  policy 
including  the  use  of  audited  consolidated  financial  statements,  reporting  on  cash  and  credit 
management,  and  credit  reform  guidelines  will  be  accomplished  through  contract  services. 

Technical  Services.   These  funds  are  for  specialized  technical  support  within  the  Office  of 
Finance  and  Accounting.  Technical  Services  funds  will  be  usedi   to  develop  Self  Assessment  Guides 
for  OFA  and  for  field  accounting  operations,  to  create  or  revise  desk  procedures  for  new  and 
existing  programs,  and  to  improve  financial  operations  through  extended  use  of  electronic  data 
interchange  (EDI).  The  increase  of  $147  thousand  in  1995  will  support  accelerated  establishment 
of  EDI  along  with  continuing  efforts  on  systems  integration. 
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The  consolidated  disease  ion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  ia  shown 
later  in  this  part  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific 
staffing  and  administrative  expense  requirements  associated  with  each  of  the  major  program  areas 
of  the  Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each 
section  of  the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal 
years — 1993,  1994,  and  199S,  including  the  separate  Headquarters  appropriations  in  1993. 

BUDGET  ACTIVITY  12  I   ADM IN I STRATI ON  AND  STAFF  SERVICES 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  vs  1994 

(Dollars  in  Thousands) 

15,743 

$129,515 

$111,940 

$128,234 

+$16,294 

423 

647 

a/     450 

453 

b/      +3 

434 

664 

a/     450 

442 

b/      -8 

Total  Budget  Activity $105,743 

Full-Time  Permanent  Appointments, 

End  of  Year 

Full-Time  Equivalent  Employment 

a/  These  figures  include  FTP  and  FTE  for  the  Offices  of  Finance  and  Accounting  and  Ethics. 
b/   These  figures  include  FTP  and  FTE  for  the  Security  Investigations  function,  which  was 
transferred  from  the  Office  of  Inspector  General. 

NOTE i   Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions.   FTEs 
exclude  overtime  and  terminal  leave  in  all  years. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

Administration  and  Staff  Services,  which  is  part  of  the  Office  of  Administration, 
provides  general  Departmental  support  such  as  management  analysis,  budgeting,  personnel 
management,  training,  contracting,  correspondence  and  scheduling  for  the  Secretary,  staffing  and 
performance  analysis,  general  building  and  office  services,  as  well  as  special  activities 
directly  assigned  by  the  Secretary. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994,  and  1995.   All  staff  for  this  activity  are  located  in 
Headquarters. 

Actual     Estimate     Estimate 
GRADE  1993        1994         1995 

Executive  Level  IV Ill 


ES-3 ...  1  1 

ES-1 3  3  3 

GS/GM-15 37  40  40 

GS/GM-14 54  57  57 

GS/GH- 13  and  Below 320  342  345 

Total  Full-Time  Permanent  Appointments 423  450  453 

Full-Time  Equivalent  Employment 434  450  442 
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EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  full-time  equivalent  employment  for  the 
organizations  within  Administration  and  Staff  Services  and  is  followed  by  a  discussion  of  the 
functions  and  staffing  requirements  for  each  of  those  organizations. 

FULL-TIME  BQDIVALZNT  EMPLOYMENT 


BUDGET     CURRENT  INCREASE  + 

ACTUAL   ESTIMATE    ESTIMATE   ESTIMATE    DECREASE  - 
1993     1994  a/      1994       1995     1995  vs  1994 


Immediate  Office  of  the  Assistant 

Secretary  for  Administration 11       11         13        13  ... 

Administrative  and  Management  Services....      136      130        13S       135  -3 

Personnel 122      119        122       121  -1 

HUD  Training  Academy 23       22         23        23  ... 

Management  and  Planning 22       31         16        15  -1 

Procurement  and  Contracts 43       47         43        42  -1 

Budget 44       45         44        42  -2 

Executive  Scheduling 7        6         12        12  ... 

Bxecutive  Secretariat 25       25         26        26  ... 

Special  Actions 1      ^^        _13       _13  s_!_!_ 

Total  Full-Time  Equivalent 434      436        450       442  -8 

a/   Nine  FTE  for  the  Office  of  Ethics  have  been  transferred  to  the  Office  of  General 

Counsel,  and  219  FTE  for  the  Office  of  Finance  and  Accounting  to  the  Office  of  the  Chief 
Financial  Officer.   They  are  not  shown  above. 

1.   IMMEDIATE  OFFICE  OF  THE  ASSISTANT  SECRETARY  FOR  ADMINISTRATION 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent  Employment..       11       11         13         13         ... 

The  Assistant  Secretary  for  Administration  is  responsible  for  the  development  and 
promulgation  of  policies,  standards,  procedures,  systems  and  materials  related  to  the  resource 
and  administrative  management  of  the  Department  and  for  the  execution  of  such  policies  and 
directives  at  Headquarters  and  in  the  Field.   This  Office  has  two  Deputy  Assistant  Secretaries 
for  Administration  under  the  Assistant  Secretary  for  Administration.   The  Deputy  Assistant 
Secretary  for  Resource  Management  and  Operations  has  oversight  responsibilities  for  the  Office  of 
Personnel,  Budget,  Administrative  and  Management  Services,  and  Procurement  and  Contracts;  and, 
the  Deputy  Assistant  Secretary  for  Management  has  oversight  for  the  Office  of  Information 
Policies  and  Systems,  Management  and  Planning,  BUD  Training  Academy  and  the  Management  Excellence 
Team.   The  Management  Excellence  Team  1b  staffed  through  temporary  assignments  as  needed  to 
assist  with  the  Reinvention  of  HUD  and  improvement  of  HUD  Management.   No  change  is  proposed  in 
1995  from  the  1994  current  estimate  of  13  FTE. 
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OFFICE    OF   ADMINISTRATIVE   AMD   HAHAGZMBHT   SERVICES 

FULL-TIME    EQUIVALENT   EMPLOYMENT 


BUDGET 

CURRENT 

INCREASB  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  vs  1994 

Office  of  the  Director 4  4  S  5  ... 

Administration  and  Travel  Support  Staff...  S  S  4  4  ... 

Emergency  Preparedness  Staff 4  4  5  4  -1 

Management  Services  Division 46  40  46  4  5  -1 

Communications  t   Space  Management  Division  20  18  21  21  ... 

Facilities  and  Operations  Division 57  59  57  56  -i 

Total  Full-Time  Equivalent  Employment...  136  130  138  135  -3 

The  Office  of  Administrative  and  Management  Services  (OAKS)  is  responsible  for  the 
development,  administration  and  evaluation  of  all  administrative  services  for  the  Department. 
These  services  include,  but  are  not  lint  ted  to.  Headquarters  building  operations,  Departmental 
space  and  communications,  management  analysis,  paperwork  management,  emergency  preparedness, 
safety  services,  imprest  funds  for  travel  services  for  Headquarters  personnel,  and  overall 
management  of  printing  and  visual  arts  activities. 

The  1994  current  estimate  reflects  an  increase  of  8  FTF  from  the  Budget  estimate  of  130 
FTE,  primarily  to  support  workload  related  to  On-Demand  and  Departmentwide  Handbook  Printing. 
The  1995  estimate  of  135  FTB  reflects  a  slight  decrease  of  3  FTE  from  the  1994  current  estimate, 
in  accordance  with  Departmental  priorities. 

The  following  table  provides  comparative  workload  data  for  this  Office  for  1993,  1994 
and  1995. 

WORKLOAD    INDICATORS 

Dumber  of  printing  requisitions  received , 

Number  of  pages  imprinted  in  HOD  Printing  Branch..., 

Number  of  orders  printed  outside  of  HUD , 

visual  arts  requisitions  performed  in-house 

Visual  arts  requisitions  performed  by  contractors.., 

Space  Planning  —  Square  Footage 

Telephone  Changes 

Information  Assistance .., 

Field  Space  Management  —  Square  Footage 

Printed  Material  Management  a/ 

Property  Management 

Labor /Moving  Services 

Motor  Pool  Operation  b/ 

Messenger  Services 

Building  Service  Calls 

Building  Repair  Projects 

a/  The  increase  in  1994  and  1995  from  the  1993  level  is  to  cover  On-Demand  Printing 

activities, 
b/  The  decrease  in  1994  and  1995  from  the  1993  level  is  due  to  a  reduction  in  trips  taken 

by  Department  officials. 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

1994 

1995 

5,758 

6,000 

6,000 

12,891,711 

13,500,000 

13,500,000 

1,593 

1,500 

1,500 

578 

560 

560 

821 

830 

830 

940,100 

1,000,000 

1,000,000 

7,650 

8,000 

8,000 

124,450 

130,000 

130,000 

1,110,500 

1,000,000 

900,000 

72,988 

120,000 

120,000 

3,120 

3,200 

3,200 

2,592 

2,600 

2,600 

3,118 

2,200 

2,200 

10,297 

11,000 

11,000 

6,700 

7,000 

7,000 

137 

150 

150 
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OFFICE    OF    PERSONNEL 


Office  of  the  Director 

Labor  and  Employee  Relations  Division 

Headquarters  Personnel  Division 

Executive  Personnel  Management  Division... 

Technology  Support  Division 

Policy  and  Planning  Division 

Client  Service/Field  Support  Staff 

HUD  2000  Division 

Total   Full-Time  Equivalent  Employment 


FULL-TIME    EQUIVALENT    EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DBCREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

122 


119 


122 


121 


The  Office  of  Personnel  (OP)  is  responsible  for  planning,  developing,  administering  and 
evaluating  all  personnel  programs  for  the  Department.   This  includes  overseeing  the  payroll 
processing  services  provided  by  the  National  Finance  Center  (HFC)  of  the  Department  of 
Agriculture;  improving  recruitment  and  selection  procedures;  maintaining  the  Departmental 
position  management  program;  providing  advice  and  assistance  on  performance  and  conduct  problems; 
implementing  and  administering  the  HUD/ American  Federation  of  Government  Employees  (AFGE) 
contract;  providing  support  of  executive  services  activities,  which  includes  the  Executive 
Performance  Appraisal  System  and  Senior  Executive  Awards  programs;  implementing  the  Departmental 
Performance  Management  System;  promoting  a  drug-free  work  place;  and  providing  employee  support 
through  the  Employee  Assistance  Program. 

The  1994  current  estimate  of  122  FTE  reflects  an  increase  of  3  FTE  from  the  Budget 
estimate,  Including  requirements  for  the  Thrift  Savings  Plan  audit,  and  implementation  of  the 
Departmental  reorganization.   The  199S  estimate  reflects  a  decrease  of  one  FTE  from  the  1994 
current  estimate,  as  demands  on  Personnel  for  reorganization  support  are  reduced. 

The  following  table  provides  comparative  workload  data  for  this  Office  for  1993,  1994, 


WORKLOAD  INDICATORS 

Personnel  actions  processed  (includes  awards  and 

performance  appraisals ) 

Classification  actions 

Merit  staffing/recruitment  actions 

Employment  applications  processed 

Executive  actions  processed 

Employee  relations/labor  relations  cases  and  consultations 

Employees  counselled 

Employees  on  payroll 

IDEAS  processing  ( employees '  suggestions ) 

Regulatory  interpretation  and  technical  advice 

Correspondence  prepared 

Drug-Free  Work  place  program  tests 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

1994 

1995 

58,408 

60,000 

60,000 

3,817 

3,975 

4,300 

455 

320 

390 

12,475 

15,310 

15,200 

1,950 

2,250 

2,075 

4,675 

5,725 

6,650 

1,846 

1,880 

2,080 

14,507 

13,650 

13,350 

1,013 

1,400 

1,400 

41,679 

44,675 

48,575 

5,450 

5,175 

5,475 

225 

200 

200 
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HTTP   TRAIHIHG   ACADEMT 


BUDGET 

CURRENT 

IHCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

199S  VE  1994 

Pull-Tine  Equivalent  Employment...     23       22         23         23 

The  BUD  Training  Academy  (HTA)  was  established  January  of  1994.   The  mission  of  the  BUD 
Training  Academy  is  to  provide  a  cost-effective  and  coordinated  strategy  for  the  delivery  of 
training  and  employee  development  programs  which  will  support  the  objectives  and  goals  of  the 
Department  of  Housing  and  Urban  Development.   To  support  this  mission,  the  BUD  Training  Academy 
willi  be  the  center  for  BUD  Training;  provide  mission  and  occupational  training  in  support  of 
Departmental  priorities;  provide  for  individual  training  needs  through  internal  training  programs 
and  partnerships  established  with  colleges  and  universities;  provide  needs  assessments  and 
evaluations  for  its  programs  and  activities;  and  deliver  training  to  field  locations  using 
innovative  technology  such  as  distance  learning  and  video  conference  systems. 

While  under  the  Office  of  Administration,  the  BUD  Training  Academy  will  receive 
oversight  from  a  Board  of  Regents.   The  Board  of  Regents  will  be  appointed  by  the  Secretary  and 
will  be  responsible  for  determining  Academy  policies  and  allocation  of  training  resources.   An 
Intermediary  Advisory  Group  will  develop  strategies  and  assess  training  needs  for  clientele. 

The  Academy  will  consist  of  three  Institutes! 

—  The  Program  Technical  Training  Institute  will  provide  technical  training,  retraining 
of  BUD  employees  for  new  and  changing  skills,  and  coordination  of  training  with 
intermediaries ; 

—  The  Applied  Management  Institute  will  provide  for  executive,  managerial,  and 
supervisory  training  and  developmental  programs  in  general  and  specific  managerial 
skills;  and 

—  The  Employee  Development  Institute  will  provide  professional  and  general  skills 
training  and  career  development  programs  for  employees,  for  example;  implementation 
of  the  Individual  Development  Plan  (IDP)  Program;  administration  of  Learning 
Resource  Centers;  professional  skills  development  programs  for  non-supervisory 
employees;  and  career  counseling. 

Staff  support  for  the  Academy  were  reassigned  from  the  Office  of  Personnel.   The  1994 
current  estimate  reflects  an  increase  of  1  FTE  from  the  Budget  estimate  and  no  change  in  the  1995 
estimate. 

The  following  table  provides  comparative  workload  data  for  this  Office  for  1993,  1994, 
and  1995. 

ACTUAL     ESTIMATE  ESTIMATE 
WORKLOAD  ISDICATORS                                         1993         1994  1995 

Training  courses  conducted 331       333         353 

Training  participants  a/ 6,545    45,070      39,052 

Contracted  Training  Products  b/ 11        10  10 

a/  The  1994  and  1995  estimates  include  Career  Development  Training  provided  to  all 

employees  for  the  first  time  through  Distance  Learning  (via  satellite  transmissions) 
technology  under  auspices  of  the  newly  established  HUD  Training  Academy. 

b/  Contracted  Training  Products  encompasses  products  previously  displayed  as  Alternative 

Instructional  Methodologies. 
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OFFICE  OF  HAHAGEMBNT  AND  PLANNING 


FULL-TIME    EQUIVALENT   BMPLOYHENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  vs  1994 

Full-Time  Equivalent  Employment.. 


22 


31 


16 


15 


The  Office  of  Management  and  Planning  (OMAP)  1b  the  Department's  internal  consultant 
organization.   OMAP's  principal  responsibility  is  to  assist  HUD  managers  in  envisioning  and 
accomplishing  program  and  management  improvements  in  order  to  achieve  the  Secretary's  strategies 
and  HUD's  goals.   As  a  result,  of  the  Department's  recent  move  toward  reinvention,  OMAP  redefined 
its  mission  by  placing  greater  emphasis  on  change  engineering,  program  support  and  client 
services.   With  this  new  emphasis,  OMAP  now  offers  change  engineering  consultant  support  to  help 
managers  succeed  in  achieving  their  priorities  while  eliminating  organizational  and  program 
deficiencies.   The  Office  also  networks  with  and  brokers  appropriate  Administration  resources,  as 
needed,  to  help  clients  succeed  in  the  implementation  of  desired  changes;  creates  and  sustains  an 
infrastructure  (including  tools,  people,  information,  education,  and  awareness)  which  fosters  a 
HUD  culture  that  promotes  innovation;  and  advises  and  assists  the  Assistant  Secretary  for 
Administration  on  strategies  to  support  the  Secretary's  change  initiatives. 

The  1994  current  estimate  reflects  a  decrease  of  IS  FTE  from  the  Budget  estimate,  and 
the  1995  estimate  reflects  a  decrease  of  1  FTE  from  the  current  estimate,  in  line  with  the 
reordering  of  Departmental  priorities. 

S.   OFFICE  OF  PROCUREMENT  AND  CONTRACTS 


FULL-TIME    EQUIVALENT   EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DBCREASE  - 

1993 

1994 

1994 

1995 

199S  vs  1994 

Office  of  the  Director 

Policy  and  Evaluation  Division 

Administration  Support  Division 

Program  Support  Division 

Total  Pull-Time  Equivalent  Employment.. 


43 


47 


43 


42 


The  Office  of  Procurement  and  Contracts  (OPC)  is  responsible  for  the  award  of  contracts 
(including  property  disposition  contracting),  purchase  orders,  interagency  agreements,  grants  and 
cooperative  agreements  to  support  Headquarters  administrative  and  programmatic  needs,  as  well  as 
providing  oversight  of  the  Department's  Field  contracting  operation.   OPC  develops  and  implements 
Departmental  policies,  standards  and  procedures  to  provide  for  an  effective  contracting  program. 
The  Office  also  develops  Departmental  policies  to  implement  all  uniform  administrative 
requirements  related  to  grants  and  cooperative  agreements. 


The  1994  current  estimate  reflects  a  decrease  of  4  FTE  from  the  Budget  estimate.   The 
The  1995  estimate  proposes  a  decrease  of  1  FTE  from  the  1994  current  estimate,  in  line  with  the 
reordering  of  Departmental  priorities. 
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The  staff  requirements  for  this  Office  are  derived  on  the  basis  of  projected  workload 
levels.  The  following  table  provides  actual  and  estimated  workload  levels  for  this  Office  for 
1993,  1994,  and  19951 

ACTUAL     ESTIMATE     ESTIMATE 

WORKLOAD  INDICATORS  1993         1994  199S 

Contracts  I 

Competitive  Basic 

Section  8  (a)  Basic 

Noncompe t  i t  ive  Basic 

Modifications 

Task  Order/Specifications 

Administration 

Close-Outs 

Purchase  Orders 

Assistance  Agreements t 

Competitive  Basic 

Noncompetitive  Basic 

Mod if ications 

Administration 

Close-Outs 

Interagency  Agreements 

7.   OFFICE  OP  BUDGET 

FULL-TIME    EQUIVALENT   EMPLOYMENT 


44 

50 

50 

14 

18 

20 

8 

10 

12 

512 

517 

520 

127 

130 

135 

1,023 

1 

,203 

1,367 

125 

100 

100 

1,304 

1 

,400 

1,400 

119 

125 

40 

922 

1,075 

1,173 

168 

150 

ISO 

136 

130 

130 

BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Office  of  the  Director 7  7  7  7 

Program  Budget  Development  Division 17  18  17  16  -1 

Budget  Management  and  System  Division 11  10  11  10  -1 

Administrative  Bxpenses  Division _9  10  _9  _9  ^^ 

Total  Full-Time  Equivalent  Employment...       44       45         44         42  -2 

The  Office  of  Budget  advises  the  Assistant  Secretary  for  Administration,  the  Secretary, 
the  Deputy  Secretary  and  other  officials  of  the  Department  on  budget  matters,  including  the 
budgetary  and  staffing  implications  of  policy  and  legislative  proposals.   Budget  staff  formulate, 
review,  evaluate  and  make  recommendations  concerning  Departmentwide  policies,  plans,  standards 
and  basic  procedures  on  budget  formulation,  presentation  and  execution,  including  the 
administrative  control  of  funds.   Office  staff  also  coordinates  the  submission  of  budget 
estimates  to  the  Office  of  Management  and  Budget  and  to  the  Congress.   The  Office  is  the 
principal  point  of  contact  with  the  Congress,  the  Office  of  Management  and  Budget,  the 
Appropriations  Committees  and  other  Federal  agencies  on  all  budget  matters  and,  as  approved  by 
the  Secretary,  appropriations  hearings.   The  Office  is  also  responsible  for  the  issuance  of  staff 
ceilings,  and  the  monitoring  of  staff  usage  for  all  Departmental  elements,  the  forecasting  and 
analyses  of  the  Department's  administrative  expenses,  and  the  review  and  funding  verification  of 
all  personnel  actions  for  Headquarters, 

A  reduction  is  proposed  of  2  FTE  in  1995  from  the  1994  current  estimate  of  44  FTE. 
This  reduction  will  be  accommodated  through  increased  automation. 
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FULL-TIMB    EQUIVALENT   EMPLOYKENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  VS  1994 
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OFFICE  OF  EXECUTIVE  SCHEDULING 


Pull-Time  Equivalent  Employment..        7        6         12         12         ... 

The  Office  of  Executive  Scheduling  consolidates  Departmental  executive  scheduling, 
correspondence  control  and  related  activities  under  the  Director  of  Executive  Scheduling.   The 
Office  considers  requests  for  meetings,  appointments,  and  public  appearances  by  the  Secretary  and 
senior  Departmental  officials,  and  prepares  briefing  papers  for  the  Secretary,  the  Deputy 
Secretary,  and  other  Principal  Staff.   The  Office  also  provides  related  support  for  the 
Department's  senior  officials  and  acts  as  a  liaison  with  key  Departmental  personnel,  diverse 
external  groups  and  officials,  and  national  organizations  requesting  Secretarial  appearances. 

The  1994  current  estimate  reflects  an  increase  of  6  FTE  to  support  increase  workload  of 
this  Office.   No  change  is  proposed  in  1995  from  the  1994  current  estimate  of  12  FTE. 

9.   OFFICE  OF  THE  EXECUTIVE  SECRETARIAT 

FULL-TIMB  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DBCREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent  Employment..       25       25         26         26         ... 

The  Executive  Secretariat  serves  as  the  central  coordinating  office  for  all 
correspondence  to  the  Secretary  and  the  Deputy  Secretary,  and  is  responsible  for  providing  the 
following  services i 

—  reviewing  for  assignment  of  action  all  incoming  official  correspondence  addressed  to 
the  Secretary  and  the  Deputy  Secretary; 

reviewing  for  assignment  of  action  all  incoming  correspondence  from  Members  of 
Congress  addressed  to  Department  personnel) 

reviewing  material  submitted  by  Departmental  units  for  the  attention  of  the 
Secretary  and  the  Deputy  Secretary  to  ensure  completeness  and  proper  coordination; 

—  monitoring  the  Secretary's  and  Deputy  Secretary's  mail  for  timely  responses; 

—  reviewing  for  final  clearance  all  outgoing  mail  prepared  for  signatures  of  the 
Secretary  and  the  Deputy  Secretary; 

administration  of  the  Departmentwide  Freedom  of  Information  Act  (FOIA)  function; 

ensuring  timely  and  appropriate  responses  to  mail  referred  to  HUD  from  the  White 
House; 

—  maintaining  current  files  on  all  matters  involving  the  Secretary's  and  Deputy 
Secretary's  mail,  FOIA  records,  White  House  mail,  General  Accounting  Office  (GAO) 
reports,  Congressional  reports,  and  Departmental  policy; 

disseminating  requests  for  information  emanating  personally  from  the  Secretary  and 
the  Deputy  Secretary  to  key  personnel  for  action,  and  monitoring  these  assignments 
in  order  to  meet  established  deadlines; 

--  providing  assistance  to  program  areas  by:  (1)  developing  responses  of  either  a 
programmatic  or  policy  nature  in  situations  where  large  volumes  of  identical  or 
similar  correspondence  is  addressed  to  the  Secretary  and  the  Deputy  Secretary;  and 
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(2)  preparing  the  responses  for  the  signature  of  the  Secretary,  Deputy  Secretary, 
Assistant  Secretary,  or  other  members  of  the  Department's  staff  as  appropriate; 

—  tracking  and  dispatching  responses  to  the  General  Accounting  Office  (GAO)  and 
Congressional  reports;  and 

—  performing  special  projects  as  assigned  by  the  Secretary. 

In  199  3,  the  Office  of  Executive  Secretariat  handled  more  than  58,300  pieces  of 
correspondence/mail  items. 

The  1994  current  estimate  of  26  FTE  reflects  an  increase  of  1  FTE  from  the  Budget 
estimate.   Bo  change  is  proposed  in  1995  from  the  1994  current  estimate  of  26  FTE. 


10.   OFFICE  OF  SPECIAL  ACT  I  QMS 


FULL-TIME  EOPIVALBHT  EMPLOYMENT 


BUDGET     CURRENT  INCREASE  + 

ACTUAL   ESTIMATE    ESTIMATE    ESTIMATE    DECREASE  - 
1993      1994       1994       1995     1995  vs  1994 


Pull-Time  Equivalent  Employment..        1       ...  13         13         ... 

The  Office  of  Special  Actions  was  established  by  the  Secretary  in  1994.   It  is  a  small 
entrepreneurial  staff  created  to  act  as  a  catalyst  for  forming  non-traditional  public-private 
partnerships  addressing  the  needs  of  under-served  populations  (migrant  farmworkers,  Americans 
living  in  colonias  close  to  the  Mexican-American  border,  and  Americans  living  in  rural  areas)  and 
target  cities  designated  by  the  Secretary.   The  Office  seeks  collaborations  with  foundations, 
corporations,  non-profit  groups,  community  organizing  groups,  advocacy  groups,  churches, 
universities,  state  and  local  governments,  and  other  Federal  agencies,  acting  as  convener  and 
expediter  for  these  efforts.   In  addition,  the  Office  identifies  successful  and  innovative 
partnerships  already  in  existence  and  seeks  opportunities  for  replication.   These  models  for 
collaborative  efforts  test  new  policy  directions  for  the  Department.   They  cross  oil  program 
areas  in  the  Department.   The  Office  handles  other  special  projects  of  interest  to  the  Secretary, 
as  needed.   The  1994  and  1995  staffing  levels  proposed  anticipates  that  the  Office  will  be 
staffed  at  full  strength. 
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CONTRACTS 

The  table  below  identifies  contract  requirements  unique  to  this  activity. 


Library  Services 

Administrative  £  Management  Services.. 

Training  Contracts  -  Federal  Employees 
HUD  Training  Academy 

Management  Studies 

Immediate  Office  of  the  Assistant 

Secretary  for  Administration 500 

Finance  and  Accounting ... 

Subtotal S0O 

Technical  Services 

Personnel I,  500 

Finance  and  Accounting _ili 

Subtotal 1,500 

Data  and  Statistical  Services 

Administrative  t   Management  Services..       30 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Doll 

ars  in  Thousands) 

$645 

$665 

$681 

$709 

+$28 

2,039 

2,116 

2,450 

3,999 

+1,549 

25 

523 

25 

-498 

299 
324 

S23 

~25 

-498 

1,650 

1,548 

1,500 

-48 

600 

2,250 

1,548 

1,500 

^48 

Library  Services.   These  funds  provide  operation  services  for  the  HUD  Library  by  a 
contractor  and  various  ancillary  services,  generally  obtained  from  or  through  the  Library  of 
Congress.   The  1994  current  estimate  of  $681  thousand  reflects  an  increase  of  $16  thousand  from 
the  1994  Budget  estimate  of  $665  thousand.   The  1995  estimate  of  $709  thousand  reflects  an 
increase  of  $28  thousand  from  the  1994  current  estimate. 

Training  Contracts  -  Federal  Employees.   These  contract  funds  provide  for  various  types  of 
training  for  HUD  employees,  technical  and  managerial,  both  in  Headquarters  and  the  Field,  which 
make  them  better  able  to  perform  their  jobs.   The  funding  provides  for  training  facilities, 
development  of  training  programs  and  associated  support  costs.   Funding  in  this  activity  is  under 
the  newly  established  HUD  Training  Academy  for  employee  training  Departmentwide.   The  1994 
current  estimate  reflects  an  increase  of  $334  thousand  to  the  Budget  estimate  of  $2,116  thousand. 
The  1995  estimate  of  $3,999  thousand  reflects  an  increase  of  $1,549  thousand  to  the  1994  current 
estimate  to  support  anticipated  training  and  retraining  requirements  associated  with  the 
Reinventing  HUD  activities  and  reorganization. 

Management  Studies.   These  funds  provide  for  contractor  assistance  for  management  analysis 
activities.   The  increase  of  $199  thousand  in  the  1994  current  estimate  from  the  1994  Budget 
estimate  supports  an  increase  of  $498  thousand  in  the  Immediate  Office  to  cover  anticipated  needs 
for  the  Management  Excellence  Team.   The  increase  is  offset  by  a  reduction  of  $299  thousand  in 
Finance  and  Accounting,  because  this  Office  was  transferred  to  the  Office  of  the  Chief  Financial 
Officer.   The  1995  estimate  of  $25  thousand  reflects  a  decrease  from  the  1994  current  estimate, 
as  these  effortB  are  completed. 

Technical  Services.   These  funds  are  for  specialized  technical  support  which  is  not 
identified  in  other  categories.   The  1994  current  estimate  of  $1,548  thousand  reflects  a 
reduction  of  $702  thousand  from  the  Budget  estimate.   The  decrease  reflects  a  reduction  in  costs, 
at  $102  thousand,  for  payroll  processing  services  provided  by  the  Rational  Finance  Center  (RFC) 
of  the  Department  of  Agriculture.   It  also  supports  the  transfer  of  Finance  and  Accounting  to  the 
Office  of  the  Chief  Financial  Officer,  at  a  cost  of  $600  thousand.   The  1995  estimate  reflects  a 
decrease  of  $48  thousand,  or  $1,500  thousand  in  anticipated  costs  for  this  service. 
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Data  and  Statistical  Services.   These  funds  reflect  HDD 'a  share  of  the  coata  of  preparing 
the  Single  Audit  Clearinghouse  Report,  prepared  by  the  Department  of  Commerce.   The  1994  current 
estimate  reflects  an  increaae  in  coat  of  $20  thousand  to  the  1994  Budget  estimate.   Bo  change  la 
proposed  in  199S  from  the  1994  current  estimate  of  $50  thousand. 

TRAVEL 

The  table  below  identifiea  travel  requirements  unique  to  thia  activity. 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1993       1994       1994       1995  1995  va  1994 

(Dollars  in  Thousands) 

Training  Travel $1,629     $2,100     $1,775     $2,174       +$399 

Other  Travel 37B        321        758        186        -572 

Total 2.007      2.421      2,533      2,360        -173 

Training  Travel  decreases  from  the  1994  Budget  estimate  to  the  1994  current  estimate  by 
$325  thousand  due  to  uae  of  satellite  transmitted  courses  (Distance  Learning). 

The  Increaae  from  the  1994  current  estimate  to  the  1995  estimate  reflects  the  need  to 
support  Field  initiated  training  activities  previously  funded  through  resources  allocated  to  the 
Regional  Administrators.   Additionally,  funds  are  needed  to  pay  the  travel  of  Intermediaries  to 
attend  BUD  Training  Academy  sponsored  workshops /seminars. 

Other  travel  increaaea  from  the  1994  Budget  estimate  are  primarily  for  the  reinventing 
implementation.   The  decrease  in  1995  results  from  moat  of  the  travel  for  implementation 
activitiea  having  been  completed. 
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SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown 
later  in  this  part  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific 
staffing  and  administrative  expense  requirements  for  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  dealing  with  "Salaries  and  Expenses,  HUD"  has  been  included  under 
each  section  of  the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the 
3  fiscal  years— 1993,  1994  and  199S. 

BUDGET  ACTIVITY  13l   FIELD  ADMINISTRATION 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Total  Budget  Activity $80,955     $96,228     $84,144     $84,873       +$729 

Full-Time  Permanent  Appointments, 

End  of  Year 720        929        720        «70         -50 

Full-Time  Equivalent  (FTE) 

Employment 741        953        740        690         -50 

NOTEi  Full-time  permanent  (FTP)  appointments  are  estimated  based  on  a  calculation  of  the 

permanent  appointments  made  affordable  by  Full-time  Equivalent  (FTE)  employment.   They 
are  not  control  numbers  and  may  vary  depending  on  conditions.   FTEs  exclude  overtime 
and  terminal  leave  in  all  years. 

Funding  and  full-time  equivalent  (FTE)  numbers  are  subject  to  change  upon  completion 
of  the  field  program  reorganizations.   Field  Administration  will  be  restructured  to 
appropriately  support  the  new  program  organizations. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

These  staff  are  responsible  for  all  administrative  functions  in  the  Department's  State 
and  Area  Field  Offices.   Most  duties  performed — such  as  personnel,  contracting  and  administrative 
services — provide  direct  and  essential  daily  support  to  program  operations.   Field  Administration 
staff  also  help  program  managers  conduct  their  work  responsibly  and  effectively  by  providing 
management  and  budget  services,  operational  planning  and  monitoring,  and  management  information 
services,  including  reports,  statistics  and  automated  data  processing  (ADP)  services.   The  Field 
accounting  function  transferred  to  the  Chief  Financial  Officer  in  1994.   The  1993  data  has  been 
adjusted  to  show  funding  and  staffing  consistent  with  1994  and  1995. 

2.  WORKLOAD 

The  workload  undertaken  by  Field  Administration  staff  includes  basic  activities  such  as 
mail  delivery  and  maintenance  of  inventories  of  forms  and  issuances,  processing  contracts,  and 
processing  personnel  and  procurement  transactions.   It  also  includes  more  complex  activities, 
such  as  the  conduct  of  management  and  financial  analyses  in  support  of  significant  decisions  by 
Regional  officials  and  coordination  of  the  Region-wide  administrative  functions  in  support  of 
program  accomplishment. 
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WORKLOAD  IHDICATORS 


1993 


Personnel  Services — number  of  staff  served 9,587 

BOD  Training  Academy — staff  provided  by  specific  allowance....  HA 

Administrative  Services — number  of  staff  served 9 ,  587 

Information  Services! 

Information  and  technical  management — number  of  staff  served  9,587 

Information  Systems  supported — number  of  computers/LAHS 11,177 

Computer  Operations  Support — number  of  devices 1,499 

Information  and  Technical  Training — number  of  hours  trained.  38,505 

Management  and  Budget  Services — number  of  staff  served 9,587 

Contracting  Services — staff  provided  by  specific  allowance....  EA 

General  Direction — number  of  staff  served 9,587 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 


9 

502 
HA 

9 

538 
NA 

9 

502 

9 

538 

9 

S02 

9 

538 

11 

000 

11 

000 

1 

499 

1 

400 

38 

000 

35 

000 

9 

502 

9 

538 

9,502 


The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994  and  1995. 


GSASH-1 5 

GS/GN-14 

GS/GN-13  and  Below 

Total  FTPs 

FTE  Employment 

1/  These  distributions  are  tentative  and  subject  to  change  upon  completion  of  the  Field 
reorganization. 


ACTUAL 

ESTIMATE 

ESTIMATE 

1993 

1994 
10 

1/ 

1995  1/ 

9 

10 

31 

34 

34 

680 
720 

676 
720 

626 
670 

741 

740 

690 

EXPLANATION  OF  STAFF  IMG  REQUIREMENTS 


Regional  Offices/Service  Centers i 

General  Direction 

HDD  Training  Academy 

Accounting  Services 

Personnel  Services 

Administrative  Services 

Management  Information  Services. 
Management  and  Budget  Services . . 

Contracting  Services 

Subtotal 

Field/State  and  Area  Off Ices i 

General  Direction 

Personnel  Services 

Administrative  Services 

Management  Information  Services. 

Management  and  Budget  Services . . 

Subtotal 


FDLL-TIMB   EQPrVALBHT    (FTE)    EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

21.0 

22.4 

19.0 

19.0 

1/ 

201.0 

15.0 

15.0 

• 

165.0 

165.0 

147.6 

147.6 

. 

93.8 

98.0 

87.5 

87.5 

86.3 

87.0 

85.5 

64.0 

-21 

5 

49.2 

50.1 

49.3 

49.3 

114.0 
529.3 

114.0 
737.5 

122.0 
52S.9 

122.0 
504.4 

-2T 

T 

47.0 

49.6 

43.0 

43.0 

29.0 

29.0 

28.4 

28.4 

75.2 

76.0 

67.5 

67.5 

50.7 

51.0 

49.5 

37.0 

-12 

5 

9.8 
211.7 

9.9 
215.5 

9.7 

198.1 

9.7 
185.6 

-IF 

"s 
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FULL-TIME  EQUIVALENT  ( FTE  1  EMPLOYMENT 

BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 
1993      1994       1994       1995     1995  vs  1994 

SUMMARY! 

General  Direction 

HUD  Training  Academy 

Accounting  Services 

Personnel  Services 

Administrative  Services 

Management  Information  Services 

Management  and  Budget  Services 

Contracting  Services 

Subtotal 

FTE  for  Transition  2/ 

Total 

1/   HUD  Academy  function  included  in  Personnel  Services. 

2/   It  is  anticipated  that  approximately  16  FTE  will  be  required  for  staff  transitioning 
between  programs  due  to  the  field  reorganization. 

Under  the  "Reinventing  HUD"  implementation,  many  current  Regional  functions  will  be 
consolidated  in  a  smaller  number  of  Service  Centers.   Other  functions  will  be  handled  primarily 
at  the  Pield  Office  level.   The  explanations  listed  below  and  staffing  listed  above  reflect  the 
current  organization.   The  changes  will  be  reflected  in  budget  materials  as  they  occur. 

1 .   General  Direction 


68.0 

72.0 

62.0 

62.0 

U 

1/ 

201T0 

15.0 

15.0 

194.0 

194.0 

176.0 

176.0 

169.0 

174.0 

155.0 

155.0 

137.0 

138.0 

135.0 

101.0 

-34 

0 

59.0 

60.0 

59.0 

59.0 

114.0 
741.0 

114.0 
953.0 

122.0 
724.0 

122.0 
690.0 

-34 

~0 

16.0 

-16 

0 

741.0 

953.0 

740.0 

690.0 

-50 

0 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

Pull-Time  Equivalent  Employment...  68         62  62  ... 

The  General  Direction  function  consists  of  the  immediate  offices  of  the  Regional/Service 
Center  Directors  of  Administration  and  the  Directors  of  Administration  and  their  immediate  staff 
in  those  Field  Offices  of  sufficient  size  to  warrant  such  positions.   The  Directors  are 
responsible  for  the  direction,  coordination  and  monitoring  of  administrative  activities  in  their 
locales.   The  Regional  Directors  of  Administration  are  also  responsible  for  overall  supervision 
of  such  activities  throughout  the  Region  and  for  advising  the  Secretary's  10  Representatives  on 
matters  of  administrative  management  and  policies. 

The  decrease  of  6  FTB  in  1994  reflects  reordering  of  available  staffing  resources  for 
Departmental  priorities.   No  change  to  the  1994  level  is  proposed  for  199S. 

2.   HUP  Training  Academy 


CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

Full-Tune  Equivalent  Employment..  ...         15  15  ... 

The  HDD  Training  Academy  was  established  in  January  1994.   Organizationally  located  In 
Headquarters,  it  includes  these  staff  outstationed  in  the  Field.   Its  mission  is  to  provide  a 
coat-effective  and  coordinated  strategy  for  the  delivery  of  training  and  employee  development 
programs  which  will  support  the  objectives  and  goals  of  the  Department.   A  more  detailed 
description  of  the  Academy  can  be  found  in  the  section  of  these  Justifications  entitled 
Administration  and  Staff  Services. 

Staff  for  the  Academy  were  transferred  from  Personnel  Services.   They  will  remain  in  the 
Field  although  they  report  to  the  HUD  Academy  in  Headquarters.   No  change  to  this  level  is 
proposed  for  1995. 
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Accounting  Services 


Pull-Time  Equivalent  Employment..  ...        ...  ...  ... 

The  accounting  function,  along  with  188  FTE,  was  transferred  to  the  Chief  Financial 
Officer  at  the  beginning  of  fiscal  year  1994.   For  comparability,  1993  actual  usage  of  202  FTE  is 
also  reflected  in  the  Chief  Financial  Officer  section  of  these  Justifications. 

4.   Personnel  Services 


CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent  Employment..  194        176         176  -3 

The  personnel  support  function  consists  of  standard  personnel  services,  such  as 
processing  merit  staffing  actions,  classification,  training  (transferred  to  the  HUD  Academy  in 
1994),  employee  counseling,  and  management  advisory  services.   These  services  are  conducted 
principally  at  the  Regional/Service  Center  level,  but  staff  are  provided  to  State  and  Area  Field 
Offices  in  those  cases  where  sufficient  staffing  levels  merit  on-site  support. 

A  decrease  of  18  FTE  in  1994,  as  compared  to  1993  actual  usage,  primarily  reflects  staff 
transferred  to  the  HUD  Training  Academy.   No  change  to  the  1994  level  is  proposed  for  1995. 

5.   Administrative  Services 


CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

Full-Time  Equivalent  Employment...  169        155         155  ... 

Administrative  services  consist  of  a  wide  variety  of  support  activities  including  mail 
handling,  communication  services,  space  management,  inventory  controls,  printing  support,  and 
property  and  paperwork  management.   Staff  are  assigned  to  both  State  and  Area  Field  Offices,  with 
policy  guidance  and  management  provided  by  staff  at  the  Regional/Service  Center  level. 

A  decrease  of  14  FTE  in  1994,  as  compared  to  the  1993  actual  usage,  reflects  reordering 
of  available  staffing  resources  for  Departmental  priorities.   Bo  change  to  the  1994  level  is 
proposed  for  1995. 

6.   Management  Information  Services 


CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

Pull-Time  Equivalent  Employment...  137        135         101  -34 

Management  information  services  are  principally  related  to  automated  data  processing. 
The  services  consist  of  data  management,  reporting  and  information  services,  developing  local 
systems,  and  providing  monitoring  and  technical  assistance  in  the  areas  of  data  quality,  special 
studies,  and  reports  and  statistics.   The  services  are  provided  in  both  State  and  Area  Field 
Offices,  with  the  responsibility  for  policy  guidance  and  technical  assistance  residing  at  the 
Regional/Service  Center  level. 

A  decrease  of  2  FTE  in  1994,  as  compared  to  1993  actual  usage,  reflects  reordering  of 
available  staffing  resources  for  Departmental  priorities.   The  reduction  of  34  FTE  in  1995 
reflects  a  reallocation  of  Automation  Technology  Administrators  (ATAs)  as  a  result  of  the  field 
reorganization . 
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7 .   Management  and  Budget  Services 


CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

199S 

199S  vs  1994 

Full-Time  Equivalent  Employment 59         59  59  ... 

Management  and  budget  services  consist  of  a  wide  variety  of  activities,  principally 
funds  allocation  and  monitoring,  preparation  and  justification  of  annual  budgets,  organization 
and  management  analyses,  coordination  of  the  Departmental  time  reporting  and  management  plan 
systems  within  the  regional  area,  and  the  monitoring  and  analysis  of  resource  utilization  within 
the  regional  area.   The  staff  providing  these  services  are  distributed  among  both  the 
Regional /Service  Center  and  State  and  Area  Field  Offices,  with  the  responsibility  for 
coordinating  services  and  providing  policy  guidance  residing  at  the  Regional  level. 

No  change  to  the  1994  level  is  proposed  for  1995. 

8.   Contracting  Services 


CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

Full-Tune  Equivalent  Employment...  114         122  122 

Principal  activities  of  the  Regional  Contracting  Officer  include  property  disposition 
contracting,  evaluating  and  monitoring  all  Regional  procurement  to  ensure  compliance  with 
policies  and  regulations,  placing  and  administering  contracts  over  $10  thousand,  awarding  certain 
cooperative  agreements,  and  administering  grants  and  cooperative  agreements  as  delegated.   This 
service  is  conducted  at  the  Regional/Service  Center  level  only. 

An  increase  of  8  FTE  in  1994,  as  compared  to  actual  1993  staffing  levels  will  provide 
greater  staff  support  and  quality  control  in  the  Department's  direct  and  indirect  Field 
procurement  operations  and  property  disposition.   Mo  change  to  the  1994  level  is  proposed  for 
1995. 

The  Department  has  developed  and  implemented  a  productivity-based  system  for 
establishing  Field  staffing  levels,  the  Resource  Allocation  Guidelines  System  (RAGS).   For  this 
activity,  the  guidelines  differ  by  type  of  function  performed,   for  example,  accounting  staff  is 
determined  by  the  number  of  documents  processed,  personnel  staff  by  the  number  of  Field  staff 
supported,  and  management  staff  on  the  basis  of  local  allowances.   The  staffing  allowances 
reflect  the  current  estimates  for  the  functions  based  upon  a  combination  of  previously 
established  work  measurement  standards  and  considerations  of  ongoing  procedural  and 
organizational  changes  designed  to  more  efficiently  use  staff  resources.   The  following  table 
summarizes  actual  1993  RAGS  data  and  estimates  for  1994  and  1995.   The  data  indicates  the  work 
units  measured,  the  hours  required  per  unit,  and  the  FTE  requirements  derived  from  these  factors. 
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The  table  below  identifies  travel  requirements  unique  to  this  activity.   All  travel  for 
this  activity  is  by  Field  staff. 


Travel i 
Field. 


ACTUAL 
1993 

BUDGET     CURRENT 
ESTIMATE    ESTIMATE    ESTIMATE 
1994       1994       199S 

IHCREASB  + 
DECREASE  - 
1995  vs  1994 

$603 

(Dollars  in  Thousands) 
$488      $1,004      $389 

-S615 

The  travel  funding  requested  in  the  fiscal  year  1994  Budget  estimate  of  $488  thousand  was 
in  support  of  anticipated  travel  required  for  implementing  HDD's  field  restructuring.   The  1994 
current  estimate  of  $1,004  thousand  reflects  an  increase  of  $516  thousand  and  is  based  on  actual 
experience  during  the  first  half  of  the  fiscal  year.   The  number  of  participants  and  meetings 
between  field  personnel  and  Headquarters  staff  are  subtantially  higher  than  was  originally 
predicted.   The  decrease  of  $615  thousand  in  fiscal  year  1995  reflects  both  the  end  of  the  heavy 
travel  phase  of  implementing  the  reorganization  as  well  as  a  reduction  to  the  normal  travel 
funding  level  for  this  organization. 
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DEPARTMENT  OF  BOOSING  AND  URBAN  DEVELOPMENT 

SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.  However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.  All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1993, 
1994  and  199S. 

BUDGET  ACTIVITY  14t   FIELD  DIRECTION  AND  OPERATIONAL  SUPPORT 
ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in 

Thousands ) 

.30,472 

$31,853 

$27,116 

$19,380 

-$7,736 

466 

462 

411 

279 

-132 

494 

462 

411 

279 

-132 

Total  Budget  Activity $30,472 

Full-Time  Permanent  Appointments,  BOY 

Full-Time  Equivalent  Employment 

NOTE i   Full-time  permanent  positions  are  estimates  based  on  a  calculation 

of  the  permanent  positions  made  affordable  by  full-time  equivalent  (FTB) 
employment  ceilings.   They  are  not  control  numbers  and  may  vary  depending  on 
conditions.   FTE  excludes  overtime  and  terminal  leave. 

The  number  of  staff  charged  to  Field  Direction  and  Operational  Support  will  be  reduced 
substantially  due  to  the  Department's  reorganization.  ThiB  reduction  will  occur  when  a  number  of 
field  direction  and  operational  support  positions  are  reallocated  to  program  areas. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Field  Direction  and  Operational  Support  activity  funds  staff  which  direct  and  manage  the 

Department's  Field  programs  and  provide  cross-program  technical  support  in  the  area  of  economic 
and  market  analysis  and  labor  relatione.   Specifically,  the  Field  Direction  function  includes  the 
staff  required  for  the  direction  and  overall  administration  of  the  Department's  Field  programs 
and  activities  in  accordance  with  delegated  authority  and  with  policy  and  other  directives  of  the 
Secretary  or  principal  officials.  Operational  Support  presently  includes  three  functions i 
Regional  program  analysis,  economic  and  market  analysis  (EMA),  and  labor  relations.  BMA  and 
labor  relations  directly  support  Housing  and  Community  Planning  and  Development  workload 
processing. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  Bummary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1993,  1994  and  1995. 

ACTUAL     ESTIMATE     ESTIMATE 
1993       1994        1995 

BS-5 2  1  1 

SS-4 8  6  6 

BS-3 11  7  7 

«S-2 6  7  7 

"S-l 0  5  5 

GS/GM-15 56  54  54 

GS/GM-14 43  41  41 

GS/GM-13  and  Below  

Total,  Full-Time  Perm  Appointments 
Full-Time  Equivalent  Employment  . . 

NOTBi   GM  positions  apply  only  to  1993  Actual  numbers.  FTEs  exclude  overtime  and 
terminal  leave. 


340 

290 

158 

466 

411 

279 

494 

411 

279 
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Salaries  and  Expenses,  Bousing  and  Urban  Development 

Budget  Activity  14 i   Field  Direction  and  Operational  Support 


EXPLANATION  OP  STAFFING  REQUIREMENTS 
FIELD  EMPLOYMENT 


The  following  table  indicates  the  distribution  of  Full-Time  Equivalent  (FTE)  employment 
in  the  field. 

POLL-TIME  EQUIVALENT  EMPLOYMENT 


FIELD  DIRECTION: 

Regional  Offices 

Field  Offices 

Subtotal 

OPERATIONAL  SUPPORT I 

Regional  Offices 

Field  Offices 

Subtotal 

ECONOMIC  t  MARKET  ANALYSIS  I 

Regional  Offices 

Field  Offices , 

Subtotal 77 

PUBLIC  APFAIRSl 

Regional  Offices 3 

Field  Offices 0 

Subtotal 3 

SUMMARY I 

Regional  Offices 197 

Field  Offices 297 

Total  Full-Time  Equivalent 
Employment 494 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

1995 

vs  1994 

72 

67 

52 

0 

-52 

218 
290 

204 
271 

168 
220 

111 
111 

-57 
-109 

89 

83 

83 

0 

-83 

35 
124 

33 

116 

33 

116 

93 
93 

+60 
-23 

33 

31 

31 

0 

-31 

44 

41 

41 

72 

+31 

184 

169 

0 

-169 

278 

242 

279 

+37 

462 

411 

279 

-132 

The  number  of  staff  charged  to  Field  Direction  and  Operational  Support  will  be  reduced 
substantially  due  to  the  Departaent's  reorganization.   This  reduction  will  occur  when  a  number  of 
field  direction  and  operational  support  positions  are  reallocated  to  program  areas.   With  the 
Increased  line  authority  of  the  program  Assistant  Secretaries,  less  direction  will  be  required  of 
Regional  Administrators/Secretary's  Representatives  and  Field  Office  Managers/Coordinators. 
Positions  anticipated  to  be  eliminated  and  redistributed  to  program  areas  include  Deputy  Regional 
Administrators,  Deputy  Field  Office  Managers,  Special  Assistants,  some  operational  support 
functions,  and  the  clerical  staff  supporting  these  positions. 

The  allotments  for  the  Economic  and  Market  Analysis  function  and  the  public  affairs 
function,  which  have  been  included  in  FDOS,  may  be  assigned  directly  to  the  Assistant  Secretary 
for  Policy  Development  and  Research  and  the  Assistant  Secretary  for  Public  Affairs  respectively. 
These  FTBs  are  shown  here  separately  within  the  FDOS  account. 

FIELD 

Under  the  planned  restructuring  of  HDD's  field  structure,  the  81  existing  field  offices 
will  continue  to  be  maintained.   However,  many  of  the  traditional  regional  review  and  management 
oversight  functions  will  be  eliminated,  with  as  much  authority  and  responsibility  as  possible 
shifted  to  the  Field  Offices. 
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Budget  Activity  14 i   Field  Direction  and  Operational  Support 

Fifty-two  HUD  offices  will  be  designated  as  State  Offices  to  ensure  the  coordination  of 
HUD  programs  to  the  States,  including  the  District  of  Columbia  and  the  Commonwealth  of  Puerto 
Rico.   These  offices  will  also  serve  individual  communities  and  surrounding  localities.   Twenty- 
nine  HUD  offices  will  be  designated  as  Area  Offices,  to  serve  individual  communities  and  their 
surrounding  localities. 

A.  FIELD   DIRECTION    STAFF 

1)  Secretary's  Representative 

The  position  of  Secretary's  Representative  will  be  established  in  the  new 
organizational  structure.   There  will  be  10  groupings  of  Area  and  State  Offices  that  will  be 
coordinated  by  the  Secretary's  Representatives.   They  will  report  to  the  Secretary/Deputy 
Secretary  and  will  provide  management  oversight  and  evaluation  of  the  State/Area  Coordinators. 
They  will  coordinate  the  accomplishment  of  program  and  management  priorities. 

Secretary's  Representatives  Willi   (1)  serve  as  the  Secretary's  "eyes  and  ears" 
for  their  geographic  area,  and  represent  the  Secretary  with  governors,  mayors,  state  officials, 
private  sector  groups  as  well  as  broad-based  interest  groups;  act  as  the  State  Coordinator  for 
the  state  in  which  they  are  physically  located  (the  10  former  Regional  Office  cities);  (2)  take 
lead  responsibility  for  the  implementation  of  the  Customer  Service  Plan,  required  by  Executive 
Order;  (3)  evaluate  the  efficiency  and  effectiveness  of  HUD  programs  within  their  jurisdiction, 
both  externally  and  internally;  (4)  serve  as  the  primary  point  of  contact  for  coordination  of  HUD 
and  other  Federal  programs  within  their  jurisdiction;  and  (S)  coordinate  disaster  assistance 
activities. 

The  groupings  of  states  served  by  each  Secretary's  Representative  will  be  named 
after  their  grographic  regions,  both  for  greater  clarity  and  to  underscore  the  end  to  HUD's 
previous  system  of  regional  administration. 

2)  State/Area  Coordinators 

An  Office  Coordinator  position  will  be  created  in  each  of  the  State  and  Area 
Offices.   The  State/Area  Coordinator  will  report  to  the  Secretary's  Representative  within  the 
geographic  grouping.   They  will  coordinate  the  accomplishment  of  management  and  program 
priorities  within  their  respective  offices  and  make  sure  HUD  customers  are  well  served  by  the 
Department. 

State/Area  Coordinators  will:  (1)  represent  the  Department  for  all  HUD  programs 
within  their  geographic  jurisdiction;  (2)  serve  as  the  Department's  liaison  with  state  and  local 
officials,  private  sector  organizations  and  public  interest  groups;  (3)  coordinate  and  implement 
the  Customer  Service  Plan  for  their  geographic  jurisdiction;  and  (4)  evaluate  the  efficiency  and 
effectiveness  of  HUD  programs  within  their  geographic  jurisdiction,  both  internally  and 
externally. 

In  addition,  the  coordinators  will  be  croBs-trained  to  understand  all  HUD 
programs  and  will  be  able  to  work  with  state  and  local  officials  to  assure  coordinated  delivery 
of  program  services  designed  to  meet  customer  needs. 

B.  LABOR  RELATIONS 

The  Field  Office  Labor  Relations  staff  is  responsible  for  ensuring  the  proper  and 
uniform  administration  and  enforcement  of  construction  labor  standards  pertinent  to  all  HUD 
programs  within  the  office  jurisdiction  and  for  advising  the  office  coordinator  and  program 
managers  on  labor  relations  matters.   Specific  functions  of  a  Labor  Relations  staff  include i 
processing  wage  requirements;  conducting  labor  standards  investigations  and  compliance  reviews; 
determining  maintenance  wage  rates  for  public  housing  agencies;  providing  technical  assistance 
and  guidance  to  local  public  agencies  on  labor  standards/labor  relations  matters;  promoting 
employment  and  training  opportunity  for  the  disadvantaged  in  HUD  programs;  preparing 
recommendations  for  sanctions  against  labor  standards  violations;  and  supervising  the  conduct  of 
Davis-Bacon  residential  wage  surveys. 
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Budget  Activity  14 i   Field  Direction  and  Operational  Support 

C.   ECONOMISTS 

The  Field  Office  Economist  supervising  the  Economic  and  Market  Analysis  (ENA)  staff 
is  the  principal  economic  advisor  to  the  office  coordinator  and  program  managers.   Depending  on 
workload  requirements,  BHA  staffs  in  the  various  Field  Offices  generally  range  from  two  to  five 
professional  economists  and  statistical  assistants.   ENA  provides  critical  economic  and  market 
analysis  reviews  of  all  major  housing  and  Cpd  program  applications.   As  a  result  of  these  cross- 
program  responsibilities,  BHA  plays  a  key  role  in  coordinating  Field  office  program  delivery 
efforts.   For  example,  BHA  review  activities  provide  for  integration  of  Bousing  Assistance  Plans 
(HAPs)  prepared  in  conjunction  with  the  Community  Development  Block  Grant  Program,  the 
distribution  of  assisted  housing  funds,  and  review  of  assisted  housing  development  applications. 

D.    PUBLIC  AFFAIRS 

Public  Affairs  Officers  provide  regionwide  public  affairs  support. 


The  table  below  identifies  travel  requirements  unique  to  this  activity. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  VS  1994 

(Dollars  in  Thousands) 

Travel  (Field) $479       $«3«       $387       $672        +$285 

NOTE  i   The  travel  estimate  for  1995  represents  a  74  percent  increase  over  the  1994 

current  estimate.   This  is  necessary  because  of  the  changing  role  of  the  former 
office  managers'  position  which  will  require  more  travel  than  is  presently 
required.   In  addition,  the  current  estimate  (1994)  is  very  inadequate.   There 
will  also  be  new  positions  that  will  require  frequent  travel. 
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DEPARTMENT  OF  HOUSING  AMD  URBAN  DEVELOPMENT 

SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  Budget  request  for  each  of  the  staff  activities  funded  within  the  appropriation 
"Salaries  and  Expenses,  Bousing  and  Urban  Development*  has  been  included  in  the  respective 
sections  of  the  Justifications  associated  with  the  programs  they  support.   This  section  provides 
a  consolidated  justification  for  all  salaries  and  expenses  funds  of  the  Department.   Pursuant  to 
12  D.S.C. 701(c) (3),  the  Secretary  is  authorized  to  consolidate  all  operating  expenses  into  a 
single  account  to  simplify  day-to-day  financial  operations  and  provide  some  measure  of 
flexibility  in  the  use  of  personnel  to  carry  out  the  wide  variety  of  Departmental  programs.   This 
also  permits  simplification  of  personnel,  payroll,  management,  and  accounting  procedures. 

This  section  Includes i 

summary  tables  of  all  financing  for  Salaries  and  Expenses  for  the  Department  by  source 
of  funds,  by  budget  activity,  and  by  object  class; 

summary  tables  of  staffing  levels  by  organization  for  the  various  categories  of 
employment  and  grade  level; 

a  summary  explanation  of  proposed  increases  and  decreases; 

an  explanation  of  personal  services  obligations;  and 

explanations  for  all  other  objects  of  expense. 

APPROPRIATION  HIGHLIGHTS 

The  following  table  summarizes  the  funding  sources  and  staffing  included  in  this  request. 


From  Appropriations  Bllll 

Salaries  and  Expenses,  Bousing  and  Urban 

Development 

Transfer  from  FHA  Fund 

Transfer  from  GsTMA 

Supplemental  Appropriations  Act 

for  1993  (P.L.  102-366) 

Subtotal 

Other  Transfers i 

Transfer  from  Rehabilitation  loan  Fund... 
Interstate  Land  Sales  Registration  Fees.. 

Manufactured  Bousing  Fees 

Consolidated  Fee  Account 

Community  Development  Grants 

Miscellaneous 

Subtotal 

Unobligated  balance  carried  forward 

Unobligated  balance  lapsing 

Total  Obligations 

Outlays  ( net ) 

Full-Tlme  Permanent  Appointments, 

End  of  Tear  a/ 

Full -Time  Equivalents   a/ 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL    ESTIMATE 

ESTIMATE 

ESTIMATE   DECREASE  - 

1993 

1994 

1994 

1995    1995 

vs  1994 

(Dollars  in  Thousands) 

$452,567 

$465,553 

$464,053 

$496,594 

♦$32,541 

432,497 

444,872 

444,872 

495,355 

+50,483 

6,936 

8,038 

8,038 

8,824 

+786 

200 

892,200 

918,463 

916,963 

1,000,773 

+83,810 

$1,374 

$1,254 

$1,254 

$1,290 

+$3« 

550 

550 

550 

5S0 

902 

923 

923 

1,009 

+86 

509 

S09 

509 

509 

200 

300 

-300 

491 

4,026 

10 

3,246 

571 
4,107 

415 
3,773 

-1S6 
-334 

3,600 

-19,159 

880,667 

921,709 

921,070 

1,004,546 

+83,476 

471,900 

462,613 

442,104 

489,109 

+47,005 

11,916 

12,235 

12,019 

11,887 

-132 

12,368 

12,299 

12,334 

12,418 

+84 

NOTE)   Full-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalent  (FTE)  employment,  excluding  planned 
temporary  and  part-time  staff.   They  are  not  control  numbers  and  may  vary  depending 
on  conditions.   FTEs  exclude  overtime  and  terminal  leave. 

a/  For  Salaries  and  Expenses,  BUD,  appropriation  only.   Does  not  include  working  Capital 
Fund,  the  Federal  Bousing  Enterprise  Oversight  Office,  or  Office  of  Inspector  General. 
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Salaries  and  Expenses,  Housing  and  Urban  Development 

SUMMARY  OF  BUDGET  REOPEST 

For  1995,  the  requested  appropriation  is  $1,000,773  thousand,  which  consists  of 
$496,594  thousand  in  budget  authority,  and  authority  to  transfer  $495,355  thousand  iron  various 
FHA  accounts  and  $8,824  thousand  from  GNMA.   Including  reimbursements,  fees  and  other  sources,  it 
is  estimated  that  the  total  obligations  for  'Salaries  and  Expenses,  Bousing  and  Urban 
Development'  will  be  $1,004,546  thousand.   These  funds  will  support  12,418  full-time  equivalent 
staff.   The  requested  amount  shown  in  this  justification  does  not  include  the  reduction  in 
funding  in  the  proposed  Budget  Amendment,  which  reduces  StE  GSA  space  rental  payments  by  $3,600 
thousand  and  StE  contract  authority  by  $3,600  thousand. 

ESTIMATED  OBLIGATIONS 

The  following  table  provides  a  comparison  of  the  actual  1993  and  estimated  1994  and  1995 
obligations  for  each  of  the  Department's  activities.  A  discussion  of  each  of  the  activities  is 
included  in  the  respective  sections  of  the  Justifications  associated  with  the  programs  they 
support. 

BODGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1993       1994        1994        1995  1995  vs  1994 
(Dollars  in  Thousands) 

Bousing  Programs $337,920  $356,695  $342,729  $372,170  +$29,441 

Public  and  Indian  Housing 96,368  103,650  102,749  109,919  +7,170 

Government  National  Mortgage  Association.  7,052  8,048  8,043  8,829  +786 

Community  Planning  and  Development 68,912  71,286  71,194  74,845  +3,651 

Policy  Development  and  Research 14,487  14,050  14,035  14,310  +275 

Pair  Housing  and  Equal  Opportunity 47,074  47,964  51,080  72,146  +21,066 

Departmental  Management 9,648  11,618  10,601  13,997  +3,396 

Office  of  Federal  Relief /South  Dade 738  ...  1,272  658  -614 

Lead  Based  Paint  Abatement 1,467  1,759  1,942  3,253  +1,311 

General  Counsel 18,044  17,970  18,948  22,284  +3,336 

Pield  Legal  Services 19,875  20,327  20,485  21,915  +1,430 

Chief  Financial  Officer 41,912  8,746  54,792  57,733  +2,941 

Administration  and  Staff  Services 105,743  129,515  111,940  128,234  +16,294 

Field  Direction  and  Operational  Support..  30,472  31,853  27,116  19,380  -7,736 

Field  Administration 80.955  98.228  84.144  84.873  +729 

Total  Obligations 880,667  921,709  921,070  1,004,546  +83.476 

The  table  below  displays  total  obligations  by  object  class  and  is  followed  by  discussions  of 
the  estimates. 


Personal  Services $636,062 

Travel  and  Transportation  of  Persons 

Transportation  of  Things 

Rent,  Communications  and  utilities.. 

Printing  and  Reproduction 

Other  Services 

Supplies  and  Materials 

Furniture  and  Equipment 

Insurance  and  Indemnities 

Total  Obligations 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL    ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995     ] 

.995 

vs  1994 

(Dollars  in  Thousands) 

$636,062 

$664,466 

$672,631 

$707,024 

+$34,393 

11,044 

13,008 

13,719 

14,436 

+717 

339 

594 

594 

1,611 

+1,017 

96,238 

101,272 

101,272 

104,238 

+2,966 

5,173 

5,725 

6,025 

6,097 

+72 

119,435 

127,202 

117,187 

161,427 

+44,240 

5,575 

5,243 

5,443 

5,393 

-50 

6,373 

3,772 

3,772 

3,881 

+109 

428 

427 

427 

439 

+12 

860.667 

921,709 

921.070 

1,004,546 

+83.476 

1.   CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 


The  actual  obligations  of  $880,667  thousand  during  1993  are  $18,832  thousand  less  than 
the  $899,499  thousand  estimated  in  the  previous  Budget,  and  $19,159  thousand  less  than  the  total 
1993  funds  availability.   This  is  the  net  result  of  several  factors. 
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Salaries  and  Expenses,  Housing  and  Urban  Development 

First,  of  the  $3.6  Billion  available  from  Emergency  Disaster  Relief  funds  under  Public 
Law  102-368,  a  lapse  of  $2,710  thousand  occurred.   The  amount  was  appropriated  in  connection  with 
Hurricane  Andrew  and  to  staff  up  a  local  office  for  Federal  relief  efforts.   The  office  has 
required  fewer  staff  than  expected  originally. 

Second,  controls  on  hiring  were  necessary  to  comply  with  FTE  ceilings  set  under 
Executive  Order  12839  in  1993,  and  to  place  the  Department  where  it  could  meet  the  1994  FTE 
levels  without  adverse  actions.   This  reduced  the  need  for  personal  services  funds  so  that 
$8,767  thousand  for  personal  services  lapsed.   Under  Section  509  of  the  1993  appropriations  Act, 
these  funds  could  not  be  used  for  other  purposes  (such  as  expanding  work  on  financial  services). 

Finally,  a  lapse  of  $7,682  thousand  was  incurred  for  support  costs.   The  lower  level  of 
support  costs  is  due  primarily  to  savings  in  travel,  rents  and  communications  (especially  GSA 
rent  payments)  and  technical  services  contracts.   In  travel,  92.9  million  lapsed,  in  part  due  to 
deferred  trips  and  delays  in  filling  political  appointments  requiring  change  of  station  travel. 
Lapse  in  GSA  rents  of  approximately  $3.9  million  includes  the  costs  of  scheduled  office  moves  or 
additional  space  acquisitions  which  were  delayed,  space  for  which  GSA  rates  were  not  available, 
and  space  which  HUD  occupied  but  was  not  billed  for  in  time  to  show  on  the  books  at  the  end  of 
1993.   That  these  GSA  funds  would  lapse  was  discovered  too  late  in  the  year  to  request 
reprogramming.   In  fact,  the  Department  expects  that  some  funds,  although  showing  as  lapse,  will 
be  expended  to  cover  delayed  GSA  billings  after  the  year  has  closed,  such  as  a  current  rebilling 
to  HUD  for  $629  thousand  in  1993  for  an  erroneous  1993  credit  for  space  in  the  Seattle  Office. 

2.   CHAHGES  TO  1994  BUDGET  ESTIMATES 

The  1994  current  estimate  varies  from  the  1994  Budget  estimate  as  followsi 

(Dollars  in  Thousands) 

Budget  estimate $921,709 

Deduct  Congressional  action  on  1994  request  for  StE,  HUD  -1,500 

Adjustments  in  other  transfers  and  fees »861 

Current  1994  estimate 921,070 

The  changes  to  the  funding  requirements  for  1994  are  the  result  of  the  following  i 

—  a  reduction  of  $1,500  thousand  in  the  Salaries  and  Expenses  Appropriation,  and 

—  an  increase  in  transfers  from  the  Community  Development  Grants  for  economic 
development  activities  of  $300  thousand,  and  increases  totalling  $561  thousand  in 
estimated  reimbursements  from  technical  services  funds  in  program  accounts  for 
travel  of  Federal  employees  associated  with  the  Vacancy  Reduction  Program,  Severely 
Distressed  Public  Housing,  Drug  Elimination,  Public  Bousing  Development,  and  Public 
Housing  Modernization. 
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3.   AMALTSIS  OF  INCREASES  AMD  DECREASES 


$880,667 

$921,070 

-1,731 

+4,494 

+5,273 

+16,113 

+4,061 

+19,558 

+5,179 

+4,831 

+5,000 

+6,494 

+1,196 

+241 

+253 

+2,675 

+717 

+5,226 

+2,998 

+852 

+72 

+752 

+3,505 

+644 

-498 

+316 

-47 

+991 

+20,079 

-2,000 

+88 

+6,630 

-5,925 

+4,950 

-123 

+5,883 

-2,601 

+  109 

+2,939 

+4,685 

921,070 

1,004,546 

1994  1995 

(Dollars  in  Thousands) 

Prior  year  obligations 

Changes  to  stalling  level 

Annualization  of  fiscal  year  1993  pay  raise 

Fiscal  year  1994  locality  pay  raise 

Fiscal  year  1995  locality  and  general  pay  raises 

Changes  due  to  career  ladder  promotions  and  within-grade  increases. 

Change  due  to  Thrift  Savings  Flan  audit  estimated  charges 

All  other  changes  in  average  FTB  costs 

Change  in  Employee  Compensation  Fund  payment 

Changes  to  travel  costs 

Changes  to  space  rental  payment  to  GSA 

Changes  to  printing  costs 

Changes  to  training  enrollments  and  support  for  Federal  Employees.. 

Changes  to  management  studies  costs 

Changes  to  data  and  statistical  services  costs 

Changes  to  technical  services  costs 

Changes  to  the  support  of  the  Housing  Assistance  Council 

Changes  to  building  operations  and  maintenance  costs 

Changes  to  automated  data  processing  services  costs 

Changes  to  all  other  contracts 

Changes  to  furniture  and  equipment  purchases 

All  other  changes 

Total  obligations 

Personal  services  costs  increased  by  $36,569  thousand  in  1994  and  by  $34,393  thousand  in 
1995  over  the  prior  year's  obligations.   The  changes  are  due  to  the  followingi 

—  changes  to  the  average  employment  level  result  in  a  decrease  of  $1,731  thousand  in 
1994  and  an  increase  of  $4,494  thousand  in  1995; 

—  the  full-year  cost  as  annualized  in  1994  of  the  pay  raise  effective  January  1993  is 
expected  to  cost  $5,273  thousand  in  1994; 

—  the  1994  locality  pay  raise  which  became  effective  in  January  1994  is  expected  to 
cost  $16,113  thousand  in  1994  and  $4,061  thousand  in  1995; 

—  career  ladder  promotions  are  expected  to  coBt  an  additional  $1,994  thousand  in  1994, 
and  $1,856  thousand  in  1995;  within-grade  increases  are  estimated  to  add 

$3,185  thousand  in  1994  and  $2,975  thousand  in  1995; 

—  the  Thrift  Savings  Plan  audit  is  expected  to  cost  an  additional  $5  million  in  1994, 
with  that  cost  estimated  in  each  year  until  the  charges  are  settled; 

—  all  other  changes  in  average  FTE  costs  would  result  in  a  net  increase  of 
$6,494  thousand  in  1994  and  an  increase  of  $1,196  thousand  in  199S.   These  costs 
include  anticipated  promotions  not  due  to  career  ladders,  additional  terminal  leave 
costs  because  of  a  higher  number  of  SBS  retirements  anticipated,  and  the  increasing 
costs  of  the  staff  in  the  Federal  Employees'  Retirement  System  (FBRS)  rather  than 
the  Civil  Service  Retirement  System  (CSRS).   The  agency  contribution  is  between  20 
and  24  percent  for  employees  under  FERS  (including  the  PICA  assessment  and  depending 
on  their  own  Thrift  Savings  Plan  contribution  which  determines  the  agency's  matching 
amount,  versus  7  percent  for  an  employee  in  the  CSRS.   Since  all  recent  employees 
are  in  FERS,  the  cost  of  retirement  to  Federal  agencies  is  Increasing  as  employees 
under  CSRS  leave  active  Federal  service,  and  as  participation  in  the  TSP  increases; 

—  the  Employee  Compensation  Fund  (BCF)  payment  to  the  Department  of  Labor  is  projected 
to  increase  by  $241  thousand  in  1994  and  by  $253  thousand  in  1995;  and 

—  costs  of  a  proposed  buyout  plan  for  BOD  employees  are  not  included  herein. 
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Support  costs  have  a  net  Increase  of  $3,834  thousand  In  1994  and  a  net  Increase  of 
$49,083  thousand  during  199S.   The  changes  are  due  to  the  following! 

—  travel  requirements  associated  with  Increased  monitoring  and  oversight  of  Field 
activities  and  staff  training,  and  Increased  travel  costs  result  In  the  need  for 
travel  funding  Increases  of  $2,675  thousand  In  1994  and  $717  thousand  In  1995; 

—  payments  to  the  General  Services  Administration  (GSA)  for  space  rental  costs  are 
expected  to  Increase  $5,226  thousand  In  1994  and  $2,998  thousand  during  199S.   The 
Increase  In  1994  reflects  rental  rate  changes  throughout  the  country  as  well  as 
changes  In  space  requirements; 

—  printing  costs  Increase  $852  thousand  In  1994,  and  $72  thousand  In  1995,  reflecting 
higher  rates  and  additional  requirements,  especially  rules  changes  required  by  new 
legislation; 

costs  of  training  enrollments  and  support  for  Federal  employees  are  expected  to 
Increase  $752  thousand  In  1994,  and  $3,505  thousand  In  1995  to  provide  adequate 
training  to  ensure  that  the  staff  can  carry  out  the  mission  and  goals  set  forth  In 
the  Secretary's  priorities,  and  to  fund  training  In  new  programs  and  technology; 

—  management  studies  costs  Increase  by  $644  thousand  In  1994  and  decrease  by 
$498  thousand  during  1995.   The  Increase  reflects  requirements,  primarily  for 
studies  relating  to  Departmental  reform  Initiatives  funded  from  the  Administration 
and  Staff  Support  line  and  contract  funding  for  the  Office  of  the  Chief  Financial 
Officer.   The  decrease  reflects  the  1-year  nature  of  these  contracts; 

changes  to  the  requirements  for  data  and  statistical  services  result  In  an  Increase 
of  $316  thousand  In  1994,  and  a  decrease  of  $47  thousand  In  1995.  These  activities 
are  principally  In  support  of  research  and  community  development  reports. 

contracts  for  technical  services  are  expected  to  Increase  $991  thousand  In  1994,  and 
$20,079  thousand  In  1995,  primarily  for  new  Initiatives  In  FHBO.   The  requirements 
for  technical  support  contracts  are  discussed  In  detail  In  the  Administrative 
Expenses  sections  of  the  activities  requiring  such  funds; 

—  a  decreases  of  $2,000  thousand  for  funding  to  the  Housing  Assistance  Council  Is 
shown  for  1994;  this  Is  being  funded  In  the  appropriation  for  Research  and 
Technology  In  1994; 

—  an  Increase  of  $88  thousand  In  1994  and  $6,630  thousand  In  1995  for  building 
operations  and  maintenance  reflects  the  fact  that  GSA  Is  turning  over  funding 
responsibility  for  the  Federal  buildings  to  the  tenants.   While  GSA  has  provided 
funds  to  HUD  for  this  In  the  past,  HUD  will  now  assume  the  funding; 

—  for  ADP  services,  a  decrease  of  $5,925  thousand  In  1994  reflects  a  reordering  of 
Departmental  priorities.   The  additional  $5,883  thousand  requested  for  1995  will 
restore  some  of  the  systems  development  and  systems  enhancements  of  the  Department's 
management  and  financial  Information  systems  to  support  reform  Initiatives.   The 
1995  Increase  also  reflects  Inflationary  Increases  to  continue  systems  development, 
maintenance  and  operations  at  existing  levels,  as  well  as  the  ADP  work  necessary  for 
Integration  of  the  Department's  Financial  systems.   A  more  detailed  discussion  of 
the  Department's  total  ADP  function  Is  provided  In  the  Working  Capital  Fund  section 
of  this  volume  of  the  Justifications; 

—  a  decrease  of  $123  thousand  In  1994  and  an  Increase  of  $5,883  thousand  during  1995 
reflect  changes  to  all  other  contracts.   The  Increase  Is  primarily  for  temporary 
staff  from  employment  agencies  and  from  anticipated  needs  under  the  'Reinventing 
HUD"  process; 

a  decrease  of  $2,601  thousand  for  furniture  and  equipment  purchases  in  1994.  An 
Increase  of  +$109  thousand  reflects  the  Inflation  on  normal  replacement  costs  of 
broken  or  obsolete  furniture  and  equipment;  and 
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a  net  Increase  of  $2,939  thousand  In  1994  and  $4,685  thousand  in  199  5  for  all  other 
items,  such  as  transportation,  health  care  for  employees,  visual  arts  services,  and 
other  requirements  which  are  included  under  this  account. 


EXPLANATION  OF  OBLIGATIONS  BY  OBJECT  CLASS 


PERSONAL  SERVICES 


Overtime 

Terminal  Leave 

Payments  to  Former  Personnel 

All  Other  Personnel  Services 

Total 


BUDGET 
ACTUAL    ESTIMATE 
1993       1994 


CURRENT 

ESTIMATE 

1994 


ESTIMATE 
1995 


INCREASE  + 

DECREASE  - 

1995  vs  1994 


(Doll 

ors  in  Thousands) 

$2,044 

$1,239 

$1,410 

$1,489 

+$79 

2,269 

5,117 

2,200 

3,180 

+980 

6,277 

5,268 

6,000 

6,585 

+585 

625.472 

652,822 

663.021 

695,770 

+32,749 

636,062     664,466     672,631     707,024    +34,393 


Personal  services  costs  include  all  salaries  and  personnel  benefits  which  are  paid  by 
the  Department.   These  include  health  and  life  insurance,  the  Government's  contribution  to 
employee  retirement  plans,  accrued  leave,  and  reimbursement  for  costs  incurred  during  transfers, 
as  well  as  salary  and  overtime  payments  and  payments  made  to  the  Employees'  Compensation  Fund 
(ECF)  for  the  medical  support  of  former  employees  who  have  job-related  medical  problems. 

Personal  services  costs  also  include  payments  to  or  for  former  personnel,  including 
payments  to  the  Federal  Employment  Compensation  Account  (FECA),  which  is  a  vehicle  for 
reimbursing  the  various  States  for  unemployment  compensation  payments  made  to  former  HUD 
employees.   The  FECA  program  is  administered  by  the  Department  of  Labor.   In  addition,  severance 
pay  for  employees  who  have  been  involuntarily  separated  is  directly  provided  to  eligible  former 
employees. 

The  current  estimate  for  1994  is  $672,631  thousand,  or  $8,165  thousand  more  than  the 
Budget  estimate  of  $664,466  thousand.   The  increase  results  from  a  number  of  factors,  the  largest 
of  which  is  the  $16.1  million  required  for  the  1994  locality  pay  increase,  and  an  estimated 
$5  million  anticipated  for  the  Thrift  Savings  Plan  audit.   The  increases  are  partially  offset  by 
the  effect  of  tighter  controls  on  hiring,  awards,  and  promotions,  which  controls  have  reduced  the 
anticipated  increase  in  personal  services  costs. 

The  1995  request  is  $707,024  thousand,  an  increase  of  $34,393  thousand  to  the  1994 
current  estimate.   This  level  of  funding  for  personal  services  will  provide  for  12,418  FTE,  an 
increase  of  84  FTE  from  the  1994  Current  Estimate.   The  funding  covers  the  full-year  cost  of  the 
1994  pay  raise,  changes  to  average  grade,  within-grade  increases,  increases  in  health  benefits, 
increased  terminal  leave  payments  due  to  anticipated  retirements  of  SES  employees  and  increases 
in  retirement  system  costs. 

FULL-TIME    EQUIVALENT    SUMMARY 
(EXCLUDES    TERMINAL   LEAVE   AND   OVERTIME) 


ACTIVITY 

Housing  Programs i 

Washington 

Field 

Total 

Public  and  Indian  Housing i 

Washington 

Field 

Total 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

962 

968 

965 

965 

5.172 
6,134 

5,142 
6,110 

5.145 
6,110 

5,375 
6,340 

+230 
+230 

200 

205 

226 

232 

+6 

1,326 
1,526 

1.336 
1,541 

1,320 
1,546 

1,328 
1,560 

+8 
+  14 
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BUDGET    CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 
ACTIVITY  1993      1994       1994       199S     1995  vs  1994 

Government  National  Mortgage  Association i 

Washington 65       72        72        72 

Community  Planning  and  Development! 

Washington 265  254  26S  2C0  -S 

Field 751  767  747  744  ^3 

Total 1,016  1,021  1,012  1,004  -8 

Policy  Development  and  Research i 

Washington 119       121        120       119       -1 

Fair  Housing  and  Equal  Opportunity! 

Washington 146  155  155  186  +31 

Field 583  530  617  59_7  -20 

Total 729  68S  772  783  +11 

Departmental  Management! 

Washington 98      110       105       111       +6 

Office  of  Lead-Based  Palnti 

Washington 19       23        23        38      +15 

Office  of  General  Counsel i 

Washington 21*      202       214       233      +19 

Field  Legal  Services! 

Field 315      303       310       319       +9 

Chief  Financial  Officer! 

Washington 254  32  249  241  -8 

Field 202  ^^  188  181  _^7 

Total 456  32  437  422  -15 

Office  of  Federal  Relief  -  South  Dade  County 

Washington 3       ...        12         6       -6 

Administration  and  Staff  Services! 

Washington 434      664       450       442       -8 

Field  Direction  and  Operational  Support! 

Field 494      462       411       279     -132 

Field  Administration! 

Field 741      953       740       690      -50 

Subtotal,  Departmental  FTE 12,368    12,299     12,334     12,418      +84 

Recapitulation  I 

Washington 2,784  2,806  2,856  2,905  +49 

Field 9,381  9,493  9,231  9,257  +26 

Outstationed  from  Headquarters 203  ...  247  256  +9 

Subtotal,  Field 9.584  9,493  9,478  9,513  +35 

Total  FTE  Employment 12,368  12,299  12,334  12,418  +84 

a.   Changes  from  1994  Budget 

The  initial  1994  request  was  for  12,329  FTE  for  Salaries  and  Expenses,  including 
30  FTE  for  overtime;  not  counting  overtime,  so  that  FTE  in  all  years  axe  shown  on  the  same  basis, 
the  1994  Budget  request  was  12,299. 
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Various  actions  affect  staffing.   Staff  associated  with  the  Native  American  programs 
in  the  field,  and  with  the  Office  in  Beaumont,  Texas  were  realigned  organizationally  so  as  to 
report  directly  to  PIH  and  fheo,  respectively,  at  Headquarters,  although  the  personnel  are  still 
stationed  in  the  field.   The  accounting  operations  (excluding  FHA  accounting  which  is  in  Bousing) 
of  the  Department  were  transferred  fra»  Administration  and  Staff  Services  and  Field 
Administration  to  the  Office  of  the  Chief  Financial  Officer,  which  now  reflects  a  field 
component.   Other  changes,  such  as  the  decrease  in  Field  Direction  and  Operational  Support, 
reflect  implementation  of  the  changes  in  the  restructuring  of  HUD  field  office  process  to  reduce 
layers  of  management  and  provide  more  resources  to  the  line  program  functions. 

FULL-TIME    EQUIVALENT    EMPLOYMENT 
1994    BUDGET    TO    1994    CURRENT    ESTIMATE 
(EXCLUDES   OVERTIME    AND    TERMINAL    LEAVE) 


1994 

BUDGET/ 

ADJUSTMENTS 

1994 

COUPE  REMCE 
REPORT 

OVER- 
TIME 

-6 

-7 

INDIAN      BEAUMONT 
PROGRAMS    TZ   OFFICE 

ACCOUNTING 
TO   CFO 

OTHER 

-3 

+3 

CURRENT 
ESTIMATE 

974 
5.149 

965 

5,145 

Housing  Programs i 

Washington 

Field 

Total 6,123   -is     777     777      777     .77   6,110 

Public  and  Indians  Housing i 

Washington 205  ...  +12  ...  ...  +9  226 

Field 1.340  ^4  ;8  _=1  ^^  -7  1.320 

Total 1,545  -4  +4  -1  ...  +2  1,546 

Government  National  Mortgage 
Associatiom 
Washington 72    ...      ...       ...  ...     ...       72 

Community  Planning  and 
Development! 

Washington 255     -1       ...        ...  ...      +11      265 

'ield 767  -4        -3  -14      747 

Total 1,022      -1       -4        -2  ...       -3     1,012 

Policy  Development  and 
Research  1 
Washington 121    ...      ...       ...  ...      -1      120 

Fair  Housing  and  Equal 
Opportunity! 

Washington 155     ...       ...        ...  ...      ...       155 

Field S31    _=1  ^^        +3  4i4     +84      6i7 

Total 686      -1       ...         +3  ...      +84       772 

Departmental  Management! 

Washington Ill     -1      ...       ...  ...      _5      10s 

Office  of  Lead-Based  Palntt 

Washington 23    ...      ...       ...  ...     ...       23 

Office  of  General  Counsel! 

Washington 202     ...       ...        ...  ...      +12      214 

Field  Legal  Services! 

Field 304     -1      ...       ...  ...      +7      310 
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Chief  Financial  Officer: 

Office  of  Federal  Relief  - 

Administration  and  Staff 

Services 
Field  Direction  and 

668 

Operational  Support: 

Field  Administration! 

957 

1994 

BUDGET/  ADJUSTMENTS 1994 

CONFERENCE  OVER-   INDIAN   BEAUMONT    ACCOUNTING  CURRENT 

REPORT    TIME   PROGRAMS  TX  OFFICE     TO  CFO     OTHER  ESTIMATE 


+218 

-1 

249 

+  188 
+406 

-1 

188 
437 

Total  FTE  Employment. 


♦35    12,334 


Changes  from  the  1994  Budget  to  the  1994  current  estimate  reflect  the  following: 

Congressional  action  reduced  the  S&B  Budget  request  by  $1.5  million,  and  set 
aside  IS  FTE  for  an  Office  of  Distressed  and  Troubled  Public  Housing.   These  FTI 
were  provided  primarily  from  within  PIH  current  staffing. 

Overtime  is  no  longer  counted  against  FTE  under  current  definitions. 

--  All  Indian  program  staff  have  been  consolidated  in  public  and  Indian  Housing  in 
the  Office  of  Native  American  Programs.   CPD  has  transferred  4  FTE  from  their 
field  program  staff  to  this  Office  and  PIH  has  transferred  221  FTE,  from  the 
field.   The  field  staff  will  be  outstationed  from  Headquarters. 

The  accounting  function  within  AISS  for  Headquarters  (218  FTE)  and  Field 
Administration  for  the  field  (188  FTE)  has  been  transferred  to  the  Chief 
Financial  Officer.   This  change  will  increase  the  efficiency  of  these 
operations,  and  coordinate  and  implement  Financial  Systems  Integration. 

—   With  establishment  of  the  Beaumont,  Texas  Office,  staffing  associated  with  east 
Texas  fair  housing  efforts,  including  Public  Housing  and  Community  Planning  and 
Development,  was  transferred  to  that  organization.   The  staff  reports  directly 
to  the  Assistant  Secretary  for  Fair  Housing  and  Equal  Opportunity,  although  the 
staff  are  located  in  the  field. 


The  "Other"  column  includes  a  number  of  changes.   The  Office  of  Ethics  has  moved 
from  Administration  and  Staff  Services  to  the  Office  of  the  General  Counsel. 
Staffing  for  the  Regional  Homeless  Coordinators  has  moved  from  Field  Direction 
and  Operational  Support  to  Community  Planning  and  Development.   Finally,  the 
proposed  reorganization  of  the  Department  and  reordering  of  Departmental 
priorities  have  led  to  a  redistribution  of  staff. 

b.   Changes  in  1995 

The  total  Departmental  request  is  for  13,374  FTE  in  1995,  an  increase  of  84  FTE  from 
the  current  1994  level  of  13,290  FTE.   These  totals  include  370  FTE  in  1994  and  1995  for  the 
Dorking  Capital  Fund;  541  FTE  in  1994  and  530  FTB  in  1995  for  the  Office  of  Inspector  General, 
for  which  there  1b  a  separate  appropriation;  and  45  FTE  in  1994  and  56  FTE  in  1995  for  the 
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Federal  Housing  Enterprise  Oversight  fund.   Thus  staffing  levels  funded  under  "Salaries  and 
Expenses,  HUD"  are  12,334  FTE  in  1994  and  12,418  FTE  in  199S,  an  increase  of  64  FTE  in  SsE,  HUD. 
The  changes  to  the  staffing  levels  for  the  individual  activities  are  discussed  in  detail  in  their 
respective  sections  of  the  Justifications.   The  various  increases  and  decreases,  are  primarily 
due  to  reordering  Departmental  priorities.   Briefly  summarized  they  are: 

•  +230  FTE  for  Housing; 

•  +14  FTE  for  Public  and  Indian  Housing; 

•  -6  FTE  for  Community  Planning  and  Development; 

•  -1  for  Policy  Development  and  Research; 

•  +11  FTE  for  Fair  Housing  and  Equal  Opportunity; 

•  +6  FTE  for  Departmental  Management; 

•  +15  FTE  for  the  Office  of  Lead-Based  Paint  and  Poisoning  Prevention; 

•  -15  from  the  Chief  Financial  Officer,  -8  FTE  from  Administration  and  Staff 
Services,  -50  from  Field  Administration,  and  -  132  FTE  from  Field  Direction  and 
Operational  Support; 

•  +19  FTE  to  the  Office  of  General  Counsel  and  +9  FTE  to  Field  Legal  Services;  and 

•  -6   FTE  in  the  Office  of  Federal  Relief  -  South  Dade  County,  Florida,  as  the 
Office  is  phased  out. 

c.   Temporary  and  Part-time  Employment 

Employees  who  do  not  have  full-time  permanent  status  or  who  have  permanent  status 
but  have  a  part-time  work  schedule  are  utilized  to  deal  with  workload  fluctuations  during  the 
course  of  the  year  and  for  other  specific  requirements  for  which  full-time  permanent  staff  are 
not  required.   The  following  table  indicates  the  full-time  equivalents  of  such  staff i 


INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIHATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

FTE  Employment 344       400        600         +200 

The  1994  FTE  level  compared  to  1993  reflects  increased  hiring  of  temporaries  in  FHEO 
and  Housing,  and  reductions  in  the  use  of  temporaries  in  the  rest  of  the  Department.   The  1995 
increase  includes  a  higher  number  of  temporary  employees  for  Housing  programs. 

d.   Overtime 

Overtime  is  a  flexible  supplement  to  the  Department's  staffing  level.   It  is  no 
longer  counted  as  FTE  in  accordance  with  OHB  guidelines.   It  is  utilized  for  relatively  short- 
term  workload  peaks  and  to  meet  short  deadline  requirements.   In  such  instances,  it  is  preferable 
for  qualified  staff  already  on  board  to  work  extra  hours  rather  than  to  hire  additional  staff. 
The  following  table  identifies  funding  utilized  in  1993,  and  estimates  for  1994  and  1995 i 


INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIHATE 

DECREASE  - 

1993 

1994 

1995 

199S  vs  1994 

(Dollars  in  Thousands) 

Obligations $2,044      $1,410      $1,489         +$79 

e.   Terminal  Leave 

Terminal  leave  is  the  unused  earned  annual  leave  due  an  employee  upon  leaving 
Federal  service.   In  most  instances,  the  — xij—  leave  accrued  at  retirement,  resignation  or 
other  termination  is  30  days.   However,  SES  employees  are  allowed  to  accumulate  terminal  leave 
without  regard  to  the  30  day  limitation.   Terminal  leave  payments  are  expected  to  increase 
substantially  in  1995  as  a  result  of  SES  retirements.   The  costs  included  in  the  request  for 
terminal  leave  are  based  on  historical  data  and  estimates  of  the  number  of  employees  who  will 
retire,  resign  or  otherwise  terminate  employment.   ThiB  information  is  summarized  in  the 
following  tablet 
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INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  vs  1994 

(Dollar*  In  Thousands) 
$2,200      $3,180 


f .  Payment  To  Former  Personnel 

The  following  table  indicates  the  items  of  cost  for  former  BUD  staff — actual 
obligations  during  1993  and  estimated  obligations  for  1994  and  199SI 

INCREASE  * 
ACTUAL    ESTIMATE    ESTIMATE     DECREASE  - 
1993       1994       1995      1995  vs  1994 
(Dollars  in  Thousands) 

employees'  Compensation  Fund $4,892  $5,133  $5,386  +$253 

Federal  Employment  Compensation  Account   1,275  792  1,125  +333 

Severance  Pay 110  75  75  • . . 

Total 6,277  6,000  6,S86  +586 

The  funds  for  both  the  Employees'  Compensation  Fund  (ECF)  and  the  Federal  Employment 
Compensation  Account  (FECA)  are  required  to  reimburse  the  Department  of  Labor  (DOL),  which 
manages  those  funds,  for  payments  made  to  former  HUD  employees.   The  payments  to  the  ICF  are  for 
actual  medical  support  payments  made  in  prior  years  on  behalf  of  individuals  under  continuing 
medical  care  for  conditions  incurred  while  in  the  employ  of  HUD.   The  DOL  advises  the  Department 
of  the  amount  of  such  costs  incurred  for  inclusion  in  subsequent  Budget  requests.   In  this 
context,  all  of  the  amounts  indicated  are  for  actual  costs. 

The  payments  to  the  FECA  reimburse  the  DOL  for  payments  made  to  the  53  States  and 
dependencies  in  which  former  HUD  personnel  are  eligible  for  unemployment  compensation.   The 
payments  are  made  on  a  more  current  basis  than  the  payments  to  the  ECF,  i.e.,  reimbursements  for 
costs  incurred  during  the  previous  quarter.   The  1995  increase  is  anticipated  due  to  release  of 
staff  under  temporary  appointments  who  have  met  minimum  service  requirements  for  unemployment. 

All  permanent  employees  who  are  involuntarily  separated  are  eligible  for  severance 
pay.   The  payments  are  based  upon  time-in-service  and  the  salary  level  attained  and,  depending 
upon  the  individual  entitlement,  can  be  phased  over  a  full  year. 

The  staff  year  total  includes  time  for  nonceiling  employees,  and  overtime.   While 
overtime  does  not  add  to  the  actual  number  of  employees,  the  days  and  hours  must  be  compensated 
and  add  to  production.   Hence,  the  staff  years  actually  identify  the  number  of  productive 
employment  hours  which  must  be  compensated  and  for  which  appropriations  must  be  provided. 

g.  Distribution  of  Staff  by  Grade  Level 

The  following  table  indicates  the  distribution  of  the  total  full-time  permanent 
staff  for  Salaries  and  Expenses,  HUD,  excluding  those  within  the  Working  Capital  Fund,  the  Office 
of  Inspector  General  and  the  Office  of  Federal  Housing  Enterprise  Oversight,  by  grade  level,  and 
the  average  grade  for  GS/GM  employees.   In  1991,  new  salary  schedules  were  implemented  at  HUD  for 
Administrative  Law  Judges  and  members  of  the  Board  of  Contract  Appeals,  and  one  Senior  Level 
position,  who  were  formerly  supergrsde  positions  in  GS  grades  16-18.   The  new  series  have  a 
marginal  effect  of  lowering  the  average  GS/GM  grade,  although  the  salary  remains  in  place.   The 
GM  grade  classification  applies  only  for  the  1993  figures. 
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INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

199S 

1995  vs  1994 

Executive  Level  1 1 

Executive  Level  II 1 

Executive  Level  III ... 

Executive  Level  IV 11 

Subtotal 13 

ES  -  6 7 

BS  -  5 21 

ES  -  4 44 

BS  -  3 16 

ES  -  2 13 

BS  -  1 _19 

Subtotal 120 

AX  -  2 1 

AL  -  3 5 

Subtotal,  Administrative  Law  Judges  6 

CA  -  1 1 

CA  -  2 1 

CA  -  3 1 

Subtotal,  Contract  Appeals  Board..  3 

SL 1 

GS/GM-15 481 

GS/GM-14 857 

GS/GH-13  and  below 10.435 

GS/GM  Total 11,916 

Average  GS/GM  Grade 10.3 


13 

13 

6 

6 

20 

20 

42 

42 

13 

13 

13 

13 

26 

26 

120 

120 

572 

999 

10.305 

12,019 

10.2 


571 

998 

10.17S 

11,887 

10.4 


-130 
-132 


2.   TRAVEL  AND  TRANSPORTATION  OF  PERSONS 

This  category  represents  the  transportation  of  Government  employees  or  other  persons  who 
travel  under  the  auspices  of  the  Federal  Government,  their  per  diem  allowances  when  in  an 
authorized  travel  status,  and  other  expenses  incident  to  travel  which  are  to  be  paid  by  the 
Government  directly  or  by  reimbursing  the  traveler.   It  consists  of  travel  both  away  from  the 
official  duty  station  and  in  and  around  the  official  station  of  an  employee.   The  following 
material  provides  data  on  actual  1993  costs  and  estimates  for  1994  and  1995.  . 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DBCRBASB  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 


Travel $11,044    $13,008    $13,719     $14,436 


+$717 


In  1994,  there  is  an  increase  of  $711  thousand  from  the  Budget  request  of 
$13,008  thousand  to  the  current  estimate.   The  increase  reflects  travel  transferred  to  reimburse 
S&E  for  program  travel  from  program  funds  and  includes  $150  thousand  from  CDG  funds  for  economic 
development  training  travel,  $405  thousand  transferred  from  PIH  technical  Assistance  funds,  and 
$156  thousand  from  the  PIH  Vacancy  Reduction  program.   The  increase  of  $717  thousand  in  1995 
reflects  requirements  for  increased  program  travel,  primarily  for  Housing  and  FHEO  activities. 


The  Department's  travel  requirements  are  based  principally  on  the  actual  cost  per  FTE 
experienced  for  each  activity  in  both  Headquarters  and  Field  offices.   Individual  cost  factors — 
reflecting  changes  from  historical  data,  particularly  for  anticipated  rate  and  per  diem  changes — 
are  applied  to  the  travel  proposed  for  each  of  the  activities,  and  thus  relate  the  funding  levels 
requested,  insofar  as  it  is  possible,  to  the  anticipated  workload.   Funding  for  travel  related  to 
staff  training  is  developed  separately  on  the  basis  of  the  Department's  training  plans. 
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The  following  table  indicates  the  actual  obligations  incurred  during  1993  by  the  various 
activities  of  the  Department  and  the  estimated  obligationa  for  1994  and  1995. 


Bousing  Programs 

Public  and  Indian  Bouaing 

Government  Rational  Mortgage  Association 

Community  Planning  and  Development 

Policy  Development  and  Research 

Pair  Bousing  and  Equal  Opportunity 

Departmental  Management 

Office  of  federal  Relief  -  South  Dade  County 

Lead-Based  Paint  Abatement  and  Poisoning  Prevention 

General  Counsel 

Pield  Legal  Services 

Chief  Financial  Officer 

Administration  and  Staff  Services 

Training  Travel 

Pield  Direction  and  Operational  Support 

Field  Administration 

Total 11.044 


INCREASE  + 

kCTUAL 

■STIMATI 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995 

) 

vs  1994 

(Dollars  in 

Thousands 

$3,108 

$3,510 

$3,826 

+$316 

1,771 

2,507 

2,607 

+  100 

59 

80 

100 

+20 

948 

1,054 

1,207 

+153 

45 

94 

100 

+6 

975 

1,293 

1,666 

+373 

262 

473 

673 

+200 

43 

120 

61 

-59 

21 

157 

165 

+8 

162 

155 

259 

+104 

103 

113 

121 

+8 

142 

239 

230 

-9 

378 

758 

186 

-572 

2,132 

2,316 

2,402 

+86 

427 

387 

672 

+285 

468 

463 

161 

-302 

3.   TRAHSPORTATION  OF  THINGS 

This  classification  consists  of  charges  for  the  transportation  of  things  and  the  care  of 
such  things  while  in  the  process  of  being  transported.   It  includes  rental  trucks  and  other 
transportation  equipment,  and  reimbursement  to  Government  personnel  for  authorized  movement  of 
household  effects  or  house  trailers.   The  following  material  provides  data  on  the  actual 
obligationa  during  1993  and  estimates  for  1994  and  1995. 


BUDGET 
ACTUAL   ISTIMATB 
1993      1994 


CURRENT 

ESTIMATE 

1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 


INCREASE  + 
DECREASE  - 
1995  vs  1994 


Tranaportation  of  Household  Goods 
All  Other  Transportation  of  Things 
Total 


$178 
161 
339 


$408 
186 
594 


$489 
105 
594 


$1,326 
285 

1.611 


+$837 
+  180 

+1,017 


Transportation  of  Household  Goods i 

This  represents  the  estimated  cost  of  the  transportation  of  household  goods  and  personal 
effects  for  employees  transferred  from  one  official  duty  ststion  to  another.   The  authority  to 
move  household  goods  is  extended  to  such  staff  for  a  period  of  one  year  after  transfer.   Thus, 
the  costs  for  individual  transfers  can  extend  over  time.   The  funding  request  for  1995  is 
$1,017  thousand  more  than  in  1994,  consistent  with  anticipated  requirements  to  move  staff  to 
where  the  workload  need  is  greatest. 

All  Other  Transportation  of  Things i 

These  funds  are  for  the  transportation  of  all  items  not  related  to  household  moves,  such 
as  the  movement  of  furniture  and  equipment,  the  shipment  of  forms  and  publications,  and  freight 
charges  associated  with  procurement  and  contracting  activities.  The  increase  in  1995  includes  a 
anticipated  initial  set-up  costs  of  the  multi-area  service  centers. 


4.   REKT.  COMMUNICATIONS  AND  UTILITIES 

The  funds  under  this  object  classification  provide  for  all  rental  costs — both  space  and 
equipment — communications  services,  and  utilities.  The  following  materials  identify  the  specific 
items,  and  their  actual  1993  and  estimated  1994  and  1995  obligation  levels. 
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Real  Property  Rental 

Real  Property  Rental  of  Training 

or  Conference  Facilities 

Telephone — local 

Telephone — Long  Distance 

Telephone—Federal 

Telecommunications  System 

Postal  Services 

Other  Communications  Services . . . 

Equipment  Rental 

Steam 

Natural  Gas 

Total 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

199S 

199S  vs  1994 

(Dollars  in  Thousands) 
$76,534     $76,534     $79,532     +$2,998 


-788 

+682 

+11 

+52 


126 

184 

146 

146 

8,663 

8,050 

8,050 

8,061 

34 

221 

219 

219 

4,079 

3,879 

4,090 

3,302 

7,492 

7,124 

7,518 

8,200 

2,431 

2,167 

2,509 

2,520 

1,693 

2,580 

1,737 

1,789 

409 

528 

466 

466 

3 

5 

3 

3 

96.238 

101,272 

101,272 

104,238 

Real  Property  Rental i 

The  General  Services  Administration  establishes  rental  rates  and  provides  cost  estimates  for 
the  space  requirements  identified  by  the  Department.   The  1995  request  reflects  our  office  space 
requirements  and  pricing  changes. 

Real  Property  Rental  of  Training  or  Conference  Facilities! 

These  funds  provide  for  space  rental  for  short-term  training  or  conference  facilities  where 
adequate  Government  space  is  not  available.   The  1995  request  reflects  anticipated  needs,  based 
on  historical  usage. 

Telephone— Local  i 

This  represents  the  estimated  cost  of  local  recurring  (maintenance  and  additional  message 
units)  and  non-recurring  (installation,  relocation,  repairs  and  materials)  telephone  charges  as 
billed  by  the  servicing  telephone  companies.   These  costs  are  variable  due  to  usage,  office 
moves,  relocations,  etc.   The  increase  in  1995,  as  compared  to  1994,  reflects  pricing  refinements 
based  on  actual  historical  usage. 

Telephone— Long  Distance  i 

This  represents  long-distance  telephone  services  other  than  those  provided  through  the 
Federal  Telecommunications  System.   The  request  for  1995  is  level  with  1994. 

Telephone — Federal  Telecommunications  System 

This  represents  HDD's  share  of  the  cost  of  the  Federal  Telecommunications  System  (FTS).   The 
FTS  costs  to  the  Department  are  based  on  quarterly  sampling  made  by  the  General  Services 
Administration  (GSA) ,  with  annual  notification  of  the  amount  to  be  billed.   The  funding  levels 
are  based  on  estimates  provided  by  GSA.   The  199S  request  is  in  accordance  with  notification  from 
GSA,  and  represents  HOD's  estimated  share  of  savings  from  the  FTS  2000  system. 

Postal  Services i 

This  represents  the  payments  made  to  the  U.S.  Postal  Service  for  Departmentwide  mail 
services,  as  well  as  costs  for  penalty  mail  services  paid  through  Cooperative  Administrative 
Support  Onit  (CASU)  agreements.  The  increase  in  199S  reflects  anticipated  increased  usage.  The 
estimates  are  based  upon  semi-annual  sampling  and  actual  metered  mail  costs,  and  reflect  current 
DSPS  rates. 
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Other  Communications  Services i 

This  represents  the  estimated  cost  of  all  communications  services  not  shown  elsewhere,  and 
includes  such  items  as  teletype,  radio  and  cable  equipment,  messenger  services  and  commercial 
telegraph  services.   The  increase  in  1995  is  due  to  rate  increases. 

Equipment  Rental i 

The  funds  requested  are  for  the  rental  of  office  copying  equipment  (including  rentals,  copy 
charges  etc.),  specialized  equipment,  and  miscellaneous  office  equipment  for  limited,  short-term 
use,  where  rental  is  determined  to  be  more  economical  than  purchase.   It  includes  such  items  as 
copiers,  PAX  machines,  magnetic-tape  and  microfilm/microfiche  readers  and  printers,  and  other 
types  of  specialized  office  equipment  utilized  in  Headquarters  and  Field  offices.   Cost  increases 
represent  anticipated  rate  increases. 

Utilities!   Electricity.  Steam  and  natural  Gael 

Through  1989,  the  Department  was  responsible  for  the  operation  and  maintenance  of  the  BUD 
Headquarters  building  and  the  related  funding.   This  included  utilities  such  as  electricity, 
steam,  and  natural  gas.   The  steam  is  principally  for  the  Departmental  cafeteria  equipment. 
Beginning  in  1990,  electricity  costs  are  reflected  in  the  space  rental  payment  to  QSA.   The  cost 
of  steam,  however,  is  still  budgeted  separately. 

5.   FRIBTIHG 

The  funds  included  under  this  object  class  represent  the  cost  of  contractual  printing 
and  reproduction  services,  and  related  composition  and  binding  operations  performed  by  or  through 
the  Government  Printing  Office  (GPO). 

Printing  requirements  are  expected  to  increase  in  1994  above  the  1993  actual  of 
$5.2  million,  and  then  remain  relatively  level  into  1995.   This  reflects  ongoing  requirements,  as 
well  as  new  requirements  associated  with  the  Secretary's  reform  initiatives,  including  updating 
of  handbooks  and  Federal  Register/CFR  printing,  and  publications  regarding  new  programs. 

The  following  table  identifies  the  various  subobjects  and  is  followed  by  s  brief 
discussion  of  each  item. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Quick  Copy  Services $367      $335       S3 36        $336 

Federal  Register  and  Code  of 

Federal  Regulations 1,243 

Forms 522 

Handbooks 1,151 

Periodicals 33 

Publications 765 

Micrographic  Services 241 

Other  Printing 851 

Total 5,173 

Quick  Copy  Services i 

These  funds  are  for  quick  copy  services  provided  through  a  self-service  copy  machine  room 
located  at  Headquarters. 


1,300 

1,501 

1,510 

+$9 

489 

757 

762 

+5 

1,458 

1,040 

1,052 

+12 

68 

69 

70 

♦1 

574 

441 

445 

+4 

511 

171 

172 

+1 

990 

1,710 

1,750 

+40 

5,725 

6.025 

6.097 

+72 
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Federal  Register  and  Code  of  Federal  Regulations i 

These  funds  are  for  having  HUD-related  notices  and  other  materials  printed  in  the  Federal 
Register  and  the  Code  of  Federal  Regulations,  and  the  cost  of  copies  in  excess  of  the  standard 
allowance  for  these  publications. 


This  represents  the  cost  of  printing  or  reprinting  all  HUD  and  other  standardized  forms, 
multipart  or  otherwise,  for  the  use  of  both  the  general  public  and  internal  purposes. 


These  funds  are  for  printing  or  reprinting  all  HDD  and  other  standard  handbooks,  as 
required.   The  proposed  funding  is  expected  to  be  sufficient  to  support  anticipated  requirements. 

Perlodlcalsi 

This  represents  the  cost  of  printing  materials  on  an  established  and  periodic  schedule,  such 
as  newsletters,  bulletins,  journals  and  magazines.   It  excludes  periodic  reports,  which  are 
included  under  the  publications  category. 

Publications i 

These  funds  are  for  publications  produced  either  totally  or  partially  for  purposes  of 
informing  the  general  public,  constituent  groups,  the  Congress,  State  and  local  officials, 
grantees  or  public  organizations  about  the  Department's  programs  and  activities.   These  include 
various  publications  such  as  press  releases,  booklets,  brochures  and  fact  sheets,  as  well  as 
reports  mandated  by  the  President  or  the  Congress. 

Hlcroqraphic  Services! 

These  funds  are  used  for  the  initial  creation  of  microfiche  and  microfilm  files  or  the 
conversion  of  files  to  microfilm  or  microfiche  in  order  to  reduce  the  space  required  for  files — 
thereby  reducing  space  costs — and  to  increase  staff  productivity  by  providing  easier  access  to 
the  Department's  records  for  processing  claims  and  similar  activities. 

Other  Printing i 

This  represents  printing  costs  not  otherwise  identified,  such  as  staff  bulletins.  Budget 
justification  material,  copies  of  administrative  and  court  proceedings,  awards,  etc.   The 
estimates  assume  higher  funding  resulting  from  increased  requirements. 
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6.   OTHER  SERVICES 

This  classification  includes  the  cost  of  all  services  not  identified  in  the  other  object 
classes.   Changes  are  shown  in  the  table  belowi 


Health  Services $1 

Security  Investigations 

Training  Enrollments 

Training  Support — Federal  Personnel 

Training  Support — Don-Federal  Personnel. 

Storage  of  Household  Goods 

Library  Services 

Stenographic  Services 

Management  Studies 

Data  and  Statistical  Services 

Public  Information  Services 

Credit  Information 

Section  504  Technical  Assistance 

Technical  Services 

Visual  Arts  Services 

Repairs  and  Alterations  to  Space 

HUD  Headquarters  Building  Operations 

and  Maintenance 

Hon-ADP  Equipment  Maintenance  and  Repair 

Building  Services 

Data  Processing  Services 93 

All  Other  Contract  Services 

Total 119 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in 

Thousands ) 

SI, 166 

$1,367 

$1,318 

$2,182 
600 

+  $864 
+600 

1,121 

B45 

1,463 

3,568 

+2,105 

2,169 

2,116 

2,599 

3,999 

+1,400 

4 

45 

26 

26 

20 

26 

10 

167 

+157 

645 

665 

681 

709 

+28 

190 

226 

104 

208 

+  104 

1,454 

2,098 

2,098 

1,600 

-498 

B44 

960 

1,160 

1,113 

-47 

547 

677 

677 

761 

+84 

152 

449 

160 

170 

+  10 

94 

244 

39 

39 

6,189 

7,180 

7,180 

27,259 

+20,079 

269 

256 

254 

685 

+431 

1,081 

1,255 

1,122 

1,694 

+572 

2,313 

2,500 

2,401 

8,761 

+6,360 

1,336 

1,600 

2,000 

3,732 

+1,732 

604 

725 

726 

755 

+29 

93,174 

102,199 

87,249 

92,199 

+4,950 

6.043 

1,769 

5,920 

11.200 

+5,280 

119,435 

127,202 

117,187 

161,427 

♦44,240 

Health  Services i 

These  funds  are  for  health  services  for  Headquarters  and  Field  office  employees.   The 
services  are  provided  by  the  U.S.  Public  Health  Service  (PHS)  and,  where  PHS  facilities  are  not 
available,  by  private  medical  facilities.   The  proposed  funding  levels  reflect  anticipated 
increases  in  1995. 

Training  Enrol lmentai 

These  funds  are  for  fees  and  tuition  associated  with  HDD's  staff  training  and  development 
program  under  the  direction  of  the  new  HUD  training  academy.   Costs  include  tuition  and  fees  for 
special  courses  and  after-hour  studies  which  are  designed  to  improve  employee  job  performance,  to 
enhance  potential  for  career  advancement,  and  to  develop  or  hone  skills  needed  to  operate  the 
Department's  programs.   Also  included  are  funds  for  economic  development  training  to  be 
transferred  to  SiE  from  Community  Development  Grants  as  authorized  under  Section  805  of  the 
Housing  and  Community  Development  Act  of  1992.   Increases  reflect  the  Department's  priority  to 
provide  for  a  effectively  trained  workforce. 


Training  Support—Federal  Pers 

These  funds  are  to  conduct  in-house  training  of  HUD  staff.   Most  of  the  funds  are  used  to 
support  training  established  by  the  new  HUD  Training  Academy.   This  organization  has  been  set  up 
to  provide  better  overall  coordination  of  HUDwide  training  requirements,  available  resources,  and 
the  desires  and  needs  of  the  employees.   Funds  are  used  to  develop  curricula  and  course 
materials,  as  well  as  for  the  actual  delivery  of  training  by  contractor  personnel,  when  required. 
The  increased  level  of  training  again  reflects  requirements  identified  under  the  "Reinventing 
HUD*  process. 
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Training  Support — Non-Federal  Personnel i 

These  funds  axe  for  the  training  of  non-Federal  personnel.   Proposed  1994  and  1995  funding 
remain  level. 

Storage  of  Household  Goods i 

These  funds  are  required  for  the  storage  of  household  goods  and  personal  effects  for 
employees  being  transferred  from  one  official  duty  station  to  another.   The  estimated  obligations 
reflect  anticipated  costs  of  employee  relocation  under  the  Departmental  reorganization. 

Audit  ServiceBi 

Audit  services  for  GHHA  are  no  longer  charged  to  SIB,  but  to  the  GNMA  corporate  funds. 

Library  Services i 

These  funds  represent  the  contractual  cost  for  the  operation  of  the  Departmental  Library  at 
Headquarters,  and  ancillary  support  received  from  or  through  the  Library  of  Congress.   The 
proposed  funding  levels  are  consistent  with  anticipated  operating  levels  and  costs. 

Stenographic  ServiceBi 

This  represents  the  cost  of  transcribing  court  proceedings  and  stenographic  hearings.   The 
funding  estimates  are  consistent  with  anticipated  litigation  levels. 

Management  Studies i 

This  represents  the  cost  of  management  analysis  services,  including  studies  related  to  staff 
skills  requirements,  and  are  used  by  various  organizations  within  the  Department.   The  funds  are 
used  for  obtaining  assistance  in  the  conduct  of  reviews  to  ensure  compliance  with  the  Federal 
Managers'  Financial  Integrity  Act  (FMFIA)  and  0MB  Circular  A-123,  and  to  provide  a  capability  to 
conduct  short-term  management  analysis  assistance.   The  decrease  of  $498  thousand  in  1995  is  the 
result  of  a  decrease  in  Administration  and  Staff  Services  requirements  for  Implementation  of  the 
"Reinventing  HUD"  process.   Specific  types  of  contracts  are  discussed  in  detail  by  the  requesting 
offices. 

Data  and  Statistical  Services: 

This  subobject  represents  the  cost  of  gathering  data  and  related  categorizing  of  such  data 
in  support  of  Departmental  studies,  evaluations  and  reports,  and  includes  items  such  as  housing 
vacancy  surveys,  census  materials,  and  construction  and  manufacturing  data.   It  excludes  routine 
census  publications,  which  are  included  under  the  object  class  supplies  and  materials.   The 
proposed  funding  levels  reflect  the  sum  of  the  requirements  for  the  individual  activities  which 
use  these  services.   The  decrease  from  1993  to  1994  results  from  reduced  requirements  for  1990 
census  data  in  1995.   The  specific  requirements  are  identified  and  discussed  in  the 
Justifications  material  for  Individual  activities. 

Public  Information  Services i 

This  subobject  represents  the  cost  of  preparing  and  promulgating  information  about  the 
Department's  activities,  and  Includes  the  preparation  of  exhibit  materials,  brochures,  pamphlets, 
billboards,  etc.,  as  well  as  the  conduct  of  meetings  designed  to  obtain  such  ends.   It  does  not 
Include  the  cost  of  printing  such  items.   The  funds  are  almost  exclusively  used  by  the  Office  of 
Public  Affairs,  a  component  of  the  Departmental  Management  activity.   The  increasing  funding  for 
1995  reflects  additional  requirements,  primarily  in  PIB. 

Credit  Information i 

This  subobject  represents  funds  used  to  obtain  credit  Information  required  to  conduct  the 
Department's  programs.   The  funding  levels  indicated  represent  the  best  estimates  available. 
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Section  504  Technical  Assistance! 

This  represents  the  cost  of  services  to  support  implementation  of  the  provisions  of 
Section  504  of  the  Rehabilitation  Act  of  1973.   This  Act  provides  that  handicapped  persons  are  to 
have  equal  access  to  all  Federally  assisted  programs  and  activities.   Funding  of  $39  thousand  in 
1994  and  1995  reflects  the  level  requested  by  PHEO  to  meet  these  requirements. 

Technical  Services i 

These  funds  are  for  specialized  technical  services,  not  otherwise  identified.   They  include 
services  such  as  actuarial  services,  translation  services,  enforcement  testing,  manual 
preparation  and  debt  collection,  as  well  as  funds  for  the  operation  of  the  Depar tment ' s  payroll 
by  another  Government  agency. 

The  increase  of  $20,079  thousand  from  the  1994  current  estimate  to  the  1995  Budget  includes 
$17,310  thousand  for  fair  housing  initiatives  by  FHEO.   A  discussion  of  specific  requirements  is 
included  under  the  Administrative  Expenses  section  of  the  various  activities  which  require  such 
services. 

Visual  Arts  Services i 

These  funds  are  for  the  preparation  of  visual  arts  materials  associated  with  printed  matter 
or  oral  presentations,  and  include  such  items  as  photography,  art  work  and  graphics  done  by 
either  in-house  staff  or  through  contracts.  The  proposed  increase  in  1995  reflects  anticipated 
use. 

Repairs  end  Alterations  to  Space i 

These  funds  are  for  space  alterations,  realignments,  telephone  and  electrical  outlet 
changes,  etc.,  in  all  offices  other  than  the  HUD  Headquarters  building.   Alterations  for  that 
building  are  included  under  the  following  subobject.   These  services  are  performed  by  or  through 
the  General  Services  Administration  in  Government-owned  or  Government-leased  space  occupied  by 
the  Department. 

The  proposed  funding  is  to  provide  for  the  space  alterations  required  to  implement  the 
Department's  continuing  plan  to  make  the  most  efficient  use  of  available  apace,  and  to  cover  1995 
charges  formerly  assumed  by  GSA. 

HUD  Headquarters  Building  Operation  and  Maintenance! 

This  represents  the  costs  of  operating  and  maintaining  the  HUD  Headquarters  building.   It 
includes  cleaning,  security,  painting,  repairs  and  alterations,  as  well  as  routine  maintenance 
and  operation  functions  related  to  electrical,  heating,  air  conditioning,  plumbing  and  elevator 
systems.   The  Department  was  delegated  the  responsibility  for  this  function  on  October  1,  1984, 
from  the  General  Services  Administration  (GSA)  and  it  is  the  only  building  for  which  the 
Department  has  such  responsibilities.   Proposed  funding  reflects  funding  for  assumption  of  the 
full  costs  of  operating  the  building  in  1995.   Prior  to  1995  GSA  has  transferred  funds  to  the 
various  agencies  for  a  minimum  level  of  operations.   In  1995,  HUD  must  assume  ell  coats  of 
operating  and  maintaining  the  building. 

Non-ADP  Equipment  Maintenance  and  Repair i 

This  represents  the  coats  of  repairing  and  refurbishing  furniture  and  maintaining  and 
repairing  office  equipment,  such  oa  quick  copy  machines,  automated  filea,  and  facsimile 
transmission  equipment.   It  excludes  such  costs  for  ADP  equipment  which  are  included  in  a  the 
Working  Capital  Fund  starting  in  1993. 

The  Department  continues  to  expand  its  use  of  technologically  advanced  equipment  to  achieve 
the  benefits  of  office  automation.   Thus,  as  the  use  of  such  equipment  expands,  the  costs  in  this 
area  increase.   The  Department  has  also  instituted  a  program  to  purchase  equipment  where  cost 
effective)  where  maintenance  is  normally  included  in  rental  payments,  it  is  broken  out  separately 
on  owned  equipment.   Coat  for  1995  reflect  increased  costs  of  maintaining  current  equipment,  and 
maintaining  equipment  necessary  to  operate  the  HUD  Headquarters  building.   It  also  represents  the 
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coat  of  repairing  and  relocating  as  much  furniture  and  equipment  as  possible  from  the  former 
Regional  Offices  to  the  new  Service  Centers. 

Building  Services  I 

These  funds  are  for  building  services  which  are  not  included  in  the  base  rental  rates  paid 
to  the  General  Services  Administration  (GSA).   Such  services  include  extra  guard  and  janitorial 
services,  end  heating  and  air  conditioning  during  other  than  normal  business  hours  for  all 
offices  other  than  the  HOD  Headquarters  building,  which  is  funded  separately  as  discussed  above. 
The  increase  in  1995  reflects  requirements  anticipated  for  such  services. 

Data  Processing  Services i 

These  funds  are  required  for  automated  data  processing  services  which  are  provided  on  a 
reimbursable  basis  through  the  Department's  working  Capital  Fund  (WCF).   The  1994  request  was 
reduced  to  fund  higher  Departmental  priorities.   The  total  1995  increase  of  $5  million  is  to  fund 
financial  systems  improvements,  mostly  relating  to  the  requirements  of  the  CFO  act  and 
auditability.   The  costs  for  1993-1995  also  include  the  costs  of  office  automation  in  ADP 
services,  such  as  equipment  maintenance  and  repair,  installation  and  servicing  of  Local  Area 
Networks  (LANs),  and  purchase  of  ADP  equipment,  software  and  supplies.   Data  processing  services 
are  discussed  in  greater  detail  in  the  MCF  section  of  this  volume  of  the  Justifications. 

All  Other  Contract  Services i 

This  eubobject  includes  funds  for  all  services  under  this  object  class  which  are  not 
otherwise  identified.   The  increase  in  the  1994  current  estimate  over  the  1994  Budget  is 
primarily  for  the  "Reinventing  HDD"  process.   It  also  includes  staff  from  temporary  employment 
agencies  to  aasist  in  areas  with  critical  needs.   The  increase  in  1995  reflects  continued  needs 
in  these  areas. 

7.   SUPPLIES  AND  MATERIALS 

This  object  class  identifies  charges  for  commodities,  whether  acquired  by  formal 
contract  or  other  form  of  purchase,  that  are  ordinarily  consumed  or  expended  within  1  year  after 
they  are  put  into  use,  that  are  converted  in  the  process  of  construction  or  manufacture,  or  that 
are  used  to  form  a  minor  part  of  equipment  or  fixed  property. 

The  following  table  summarizes  the  actual  1993  obligations  and  the  estimates  for  1994 
and  1995  for  the  individual  items  in  this  category  and  is  followed  by  a  brief  description  and 
discussion  of  the  proposed  funding  levels  for  each  item.   In  general,  the  proposed  funding  levels 
are  consistent  with  the  proposed  staffing  levels  augmented  to  support  the  growth  of  office 
automation. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in 

Thousands ) 

$248 

$250 

$318 

$316 

... 

1,163 

1,120 

1,035 

1,035 

160 

50 

34 

34 

2,517 

2,005 

2,312 

2,283 

-$29 

1,467 

1,816 

1.744 

1,723 

-21 

5.575 

5.243 

5.443 

5.393 

-50 

Training  Supplies 

Subscriptions 

HUD  Headquarters  Building  Supplies 

Office  Supplies 

Other  Supplies  and  Materials 

Total 

Training  Supplies i 

These  funds  are  for  training  supplies  and  materials  for  Headquarters,  Field  offices  and 
training  centers.   This  estimate  includes  training  materials  used  for  in-house  training  courses, 
as  well  as  books  and  supplies  needed  by  individuals  participating  in  authorized  training  courses 
at  colleges  and  universities.   Funding  from  1994  to  1995  is  level. 
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Subscriptions i 

These  funds  provide  for  purchasing  subscriptions  to  newspapers,  periodicals,  pamphlets, 
documents,  and  other  miscellaneous  materials  for  use  by  or  through  the  Headquarters  Library  and 
for  Field  office  use.   It  does  not  include  the  cost  of  reference  and  law  books,  which  are 
identified  separately  under  furniture  and  equipment.   Proposed  funding  for  1995  is  level. 

HUP  Headquarters  Building  Supplies i 

This  subobject  Identifies  the  cost  of  supplies  associated  with  repair,  alterations, 
operation  and  maintenance  of  the  HUD  Headquarters  building  which  are  not  provided  by  the 
contractor  who  is  responsible  for  such  services.   The  requirement  has  been  established  consistent 
with  the  delegation  from  GSA  to  HOD  of  the  responsibility  for  the  operation  and  maintenance  of 
the  HDD  Headquarters  building.   Level  funding  is  proposed. 

Office  Supplies  I 

This  subobject  represents  the  costs  of  pencils,  paper,  pads,  stenographic  notebooks,  blank 
books  and  pads,  computer  disks,  standard  forms  (except  when  specifically  printed  or  assembled  to 
order)  and  property  of  little  monetary  value,  such  as  desk  trsys,  pen  sets  and  calendar  stands. 
The  proposed  funding  levels  are  generally  based  on  prior  years  experience,  but  also  reflect  the 
growing  use  of  automated  equipment  over  manual  operations. 

Other  Supplies  and  Haterlalai 

This  subobject  represents  all  supplies  and  materials  costs  not  otherwise  identified.   The 
proposed  funding  levels  are  consistent  with  prior  years  experience,  changing  staff  levels  and 
anticipated  pricing  and  usage  of  such  items. 

8.       FURNITURE    AMD   EQUIPMENT 

This  classification  includes  personal  property  of  a  more  or  less  durable  nature—that 
is,  which  may  be  expected  to  have  a  period  of  service  of  a  year  or  more,  after  it  is  put  into 
use,  without  material  impairment  of  its  physical  condition.   It  includes  charges  for  services  in 
connection  with  the  initial  Installation,  when  performed  under  contract,  and  transportstion 
charges  paid  initially  by  vendors.   The  items  are  further  categorized  as  capitalized  or  non- 
capitalized.  For  this  purpose,  capitalized  items  sre  those  which  have  a  unit  cost  of  $5,000  or 
mora  and  non-capitalized  items  are  those  which  hsve  a  unit  cost  of  lass  than  $5,000. 

The  following  table  summarizes  the  actual  1993  obligations  and  the  estimates  for  1994 
and  1995  for  the  individual  items  in  this  category  and  is  followed  by  s  brief  description  and 
discussion  of  the  proposed  funding  levels  for  each  item. 


■OW-CAPITALIZID 

Furniture  and  Fixtures 

Office  Equipment 

Training  Equipment 

Books 

Other  Equipment 

Subtotal,    Non-Capitalized. 

CAPITALIZED 

Furniture  and  Fixtures 399 

Office  Equipment 217 

Training  Bquipment 10 

Other  Bquipment 121 

Subtotal,  Capitalized 742 

Total 8.373 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in 

Thousands ) 

$3,732 

$2,901 

$972 

$1,030 

+$58 

571 

309 

562 

562 

22 

15 

39 

39 

573 

385 

320 

320 

72S 
5,626 

162 
3,772 

1.879 
3,772 

1.930 
3,881 

+51 
+  109 
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Furniture  and  Fixtures  (Bon-Capitalized) i 

These  funds  are  required  for  the  procurement  of  desks,  chairs,  bookcases,  file  cabinets, 
shelving,  carpets,  draperies  and  similar  standard  office  items,  including  bank  type  partitions 
and  screens,  all  of  which  have  unit  costs  of  less  than  $5,000.   The  relatively  high  level  of 
funding  during  1993  reflects  the  procurement  of  nodular  furniture  to  provide  adequate  office 
environments  while  minimizing  office  space  requirements,  and  the  need  to  acquire  modular 
furniture  during  the  relocation  of  several  Regional  and  Field  Offices.   The  decrease  from  1993  to 
1994  reflects  a  conversion  effort  at  a  lower  level,  as  well  as  the  procurement  of  ergonomic 
furniture  in  support  of  the  Department's  office  automation  efforts.   The  1994  level  incudes 
funding  necessary  for  the  upgrading  of  the  Coral  Gables  field  Office.   The  increase  in  1995 
indicates  anticipated  cost  increases. 

Office  Equipment  (Non-Capitalized) I 

This  subobject  identifies  the  cost  of  standard  office  equipment,  such  as  typewriters,  quick 
copy  machines  and  calculators.   The  proposed  funding  for  1995  provides  for  replacement  and 
augmentation,  where  appropriate,  of  the  more  traditional  types  of  equipment. 

Training  Equipment  (Bon-Capitalized) i 

This  represents  the  cost  of  specialized  equipment,  such  as  movie  and  slide  projectors, 
screens  and  tape  recording  equipment,  the  unit  cost  of  which  is  less  than  $5,000,  used  to  execute 
the  Department's  training  programs.   Proposed  funding  reflects  anticipated  needs. 

Books i 

These  funds  provide  for  reference  and  law  books  required  for  use  in  the  Headquarters  Library 
and  by  the  Regional  and  Field  offices.   The  proposed  funding  provides  for  new  books,  supplements, 
addenda,  etc. — principally  related  to  legal  matters — consistent  with  funding  constraints  in  1994 
and  1995  and  increasing  use  of  on-line  legal  data  basis  for  current  references. 

Other  Equipment  (Non-Capltallzedn 

This  represents  the  cost  of  all  specialized  equipment  not  otherwise  identified,  such  as  mail 
handling  equipment,  maintenance  equipment,  tools,  etc.   The  1994  current  estimate  reflects  a 
slight  decrease  from  1993.   The  1995  request  represents  a  slight  increase  over  1994  for  estimated 
needs  related  to  assumption  of  building  maintenance. 

Furniture  and  Fixtures  (Capitalized)! 

The  funds  in  1993  are  primarily  for  the  costs  of  capitalized  furniture  and  fixtures 
associated  with  moves  and  major  renovations  to  regional  and  field  offices.   Ho  funds  are  budgeted 
for  1994  or  1995. 

Office  Equipment  (Capitalized)! 

Although  an  obligation  of  $217  thousand  was  incurred  in  1993,  no  funds  are  budgeted  for  1994 
or  1995. 

Training  Equipment  (Capitalized)! 

These  funds  represent  investment  in  training  equipment  costing  more  than  $5,000,  such  as 
audio  visual  systems  to  produce  training  video  cassettes.   Ho  funds  are  budgeted  for  1994  or 
1995. 

9.       IHSPRABCE    CLAIMS   AMD    DnWHTOS 

This  object  class  provides  for  the  Federal  Government's  ■self-insurance*  costs, 
including  court-ordered  payments.  The  following  material  describes  and  indicates  the  funding 
associated  with  the  two  subobjects  included  in  this  object  class. 
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BUDGET 
ACTUAL   ESTIMATE 
1993      1994 


Indemnities  for  Property  Damages 

or  Personal  Injuries $117 

Equal  Access  to  Justice  Act  Payments  311 

Total 428 


CURRENT 

ESTIMATE 

1994 


ESTIMATE 
1995 


(Dollars  in  Thousands) 


$80 
347 
427 


$68 
359 
427 


$68 
371 
439 


INCREASE  ♦ 
DECREASE  - 
1995  vs  1994 


♦  S12 
+  12 


Indemnities  for  Property  Damages  or  Personal  Injuries: 

These  funds  provide  indemnification  for  property  damages  or  personal  injuries  consistent 
with  Federal  policies  and  regulations.   The  1994  current  estimate  and  the  1995  estimate  are 
consistent  with  historical  obligations. 

Equal  Access  to  Justice  Act  Payments i 

This  subobject  identifies  costs  resulting  from  the  Equal  Access  to  Justice  Act.   The  Act 
requires  that,  in  certain  instances,  the  Department  pay  the  legal  fees  of  individuals  who  have 
successfully  brought  suit  against  the  Department.   The  1994  current  estimate  and  the  1995  request 
reflect  estimated  costs. 

ACTIVITY  FUNDING  SOURCES 

The  following  three  tables  identify  the  sources  of  funds  for  each  budget  activity  for  fiscal 
years  1993,  1994,  and  1995. 

DISTRIBUTION  OF  OBLIGATIONS  BY  BUDGET  ACTIVITY  -  1993 


FBA  FUND 
AMD  GHMA 
APPROPRIATION   TRANSFERS 


TOTAL 

OBLIGATIONS 


Housing  Programs $54 ,  081 

Public  and  Indian  Bousing 95,910 

Government  National  Mortgage  Association..  ... 

Community  Planning  and  Development 67,243 

Policy  Development  and  Research 14,487 

Fair  Housing  and  Equal  Opportunity 47,074 

Departmental  Management 9,648 

Office  of  Federal  Relief-South  Dade  County  738 

Lead-Based  Paint  Abatement 1,467 

10.  General  Counsel 13,385 

11.  Field  Legal  Services 14,976 

12.  Chief  Financial  Officer 34,494 

13.  Administration  and  Staff  Services 17,416 

14.  Field  Direction  and  Operational  Support 12,416 

15.  Field  Administration 53.871 

Total 437.208 


(Dollars  in  Thousands) 


439 


759 
899 
418 
894 
056 
084 
433 


$1,452  a/ 
458  b/ 


1,469  b/ 


116  c/ 
200  d/ 


3,379 


,920 
,368 
,052 
,912 
,487 
,074 
,648 

738 
,467 
,144 
,875 
,912 

331  c/  105,643 
,472 
i9SS 

667 


647 


880. 


Consists  of  $550  thousand  from  Interstate  Land  Sales  Registration  fees  and  $902  thousand 

from  Manufactured  Bousing  Inspection  fees. 

Transfers  from  the  Consolidated  Fee  Account  ($509  thousand),  the  Rehabilitation  Loan  Fund 

($1,374  thousand)  and  Annual  Contributions  for  Assisted  Bousing  ($44  thousand). 

Transfers  from  the  Management  and  Liquidating  Functions  Fund  of  the  Government  National 

Mortgage  Association  ($116  thousand),  and  from  GSA  for  HUD  building  operating  systems 

improvements  ($441  thousand). 

Transfer  from  Community  Development  Block  Grants  ($200  thousand). 
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DISTRIBUTION  OF  OBLIGATIONS  BY  BUDGET  ACTIVITY 


FHA  FUND 

AND  GNHA 

APPROPRIATION    TRANSFER 


Housing  Programs $50,789 

Public  and  Indian  Housing 101,769 

Government  National  Mortgage  Association.  ... 

Community  Planning  and  Development 69,545 

Policy  Development  and  Research 14,035 

Fair  Housing  and  Equal  Opportunity 51,080 

Departmental  Management 10,601 

Office  of  Federal  Relief-South  Dade  Co...  1,272 

Lead-Based  Paint  Abatement 1,942 

General  Counsel 14,022 

Field  Legal  Services 15,414 

Chief  Financial  Officer 47,475 

Administration  and  Staff  Services 19,981 

Field  Direction  and  Operational  Support..  10,744 

Field  Administration 55,384 

Total 464,053 


TOTAL 
OBLIGATIONS 


(Dollars  in  Thousands) 


4,926 
5,071 
7,317 
91,959 
16,372 
28,760 


452,910     3,802 


$1,473  a/    ...    $342,729 

980  57         ...  102,749 

..."  5c/         8,043 

1,349  b/    300  d/   71,194 

14,035 

51,080 

10,601 

1,272 

1,942 

18,948 

20,485 

54,792 

111,940 

27,116 

84,144 

305     921,070 


Consists  of  $550  thousand  from  Interstate  Land  Sales  Registration  fees  and  $923  thousand 

from  Manufactured  Housing  Inspection  fees. 

Transfers  from  the  Consolidated  Fee  Account  ($509  thousand),  the  Rehabilitation  Loan  Fund 

($1,254  thousand).  Severely  Distressed  Public  Housing  ($250  thousand),  Public  Housing 

Development  ($30  thousand),  Modernization  program  ($25  thousand).  Drug  Elimination 

Program  ($100  thousand),  and  Annual  Contributions  for  Assisted  Housing  $156  thousand). 

Transfers  from  the  Management  and  Liquidating  Functions  fund  of  the  Government  National 

Mortgage  Association. 

Transfer  from  the  Community  Development  Block  Grants  ($300  thousand). 

DISTRIBUTION  OF  OBLIGATIONS  BY  BUDGET  ACTIVITY  -  1995 


FHA  FUND 

AND  GNMA 

APPROPRIATION    TRANSFERS 


Housing  Programs $47,183 

Public  and  Indian  Housing 109,053 

Government  National  Mortgage  Association.  ... 

Community  Planning  and  Development 73,460 

Policy  Development  and  Research 14,310 

Fair  Housing  and  Equal  Opportunity 72,146 

Departmental  Management 13,997 

Office  of  Federal  Relief-South  Dade  Co...  657 

Lead-Based  Paint  Abatement 3,253 

General  Counsel 16,880 

Field  Legal  Services 16,352 

Chief  Financial  Officer 49,865 

Administration  and  Staff  Services 17,544 

Field  Direction  and  Operational  Support..  6,903 

Field  Administration 54.991 

Total 496,594 


TOTAL 
OTHER  OBLIGATIONS 


(Dollars  in  Thousands) 


$323,428   $1,559  a/ 

624  b/ 
8,824      ... 

1,385  b/ 


5,404 

5,563 

7,868 

110,733 

12,477 

29,882 

504,179    3,768 


$372,170 
109,877 
/    8,829 
74,845 
14,310 
72,146 
13,997 
657 
3,253 
22,284 
21,915 
57,733 
128,277 
19,380 
84.873 
5   1.004.546 


a/   Consists  of  $550  thousand  from  Interstate  Land  Sales  Registration  fees  and 

$1,009  thousand  from  Manufactured  Housing  Inspection  fees, 
b/   Transfers  from  the  Consolidated  Fee  Account  ($509  thousand),  the  Rehabilitation  Loan  Fund 

($1,290  thousand).  Severely  Distressed  Public  Housing  ($250  thousand),  Public  Housing 

Development  ($30  thousand),  Modernization  program  ($25  thousand),  and  the  Drug 

Elimination  Program  ($100  thousand). 
c/   Transfers  from  the  Management  and  Liquidating  Functions  fund  of  the  Government  National 

Mortgage  Association. 
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WORKING  CAPITAL  FUND 


The  Working  Capital  Fund  (WCF)  is  authorized  by  Section  7(f)  of  the  Department  of  Housing 
and  Urban  Development  (HUD)  Act  of  1965  (79  Stat.  670).   Centralized  information  processing 
services  are  provided  through  this  activity  to  all  elements  of  the  Department  on  a  cost 
reimbursable  basis.   WCF  staffing  and  funding  requirements  are  summarized  below,  followed  by  a 
more  detailed  discussion  of  information  resource  requirements. 


ACTIVITY  HIGHLIGHTS 


Reimbursements 

Salaries  and  Expenses,  HUD $93,174 

Federal  Housing  Administration. 

( FHA  Fund ) 

Inspector  General 

Office  of  Federal  Housing 

Enterprise  Oversight  (OFHEO).. 

Housing  Counseling  Fund 

Total  Payment  to  HCF 110,912 


Depreciation  Expense  Included  Above  (1,744) 

Unobligated  Balances 

Unobligated  balance  start  of  yeari 

Nork  in  process 4,197 

Reserve  for  equipment  replacement.  2,482 

Total  unoblig.  bal  start  of  year.  6,679 

Recovery  of  prior  year  obligations.  3,166 

Unobligated  balance  end  of  year....  -7,011 

Total  WCF  obligations 113,746 

Pull-Time   Permanent 

Appointments,  End  of  Year 365 

Pull-Time   Equivalents 379 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Doll 

ars  in  Thousands) 

$93,174 

$102,199 

$87,249 

$92,199 

+54,950 

13,161 

30,872 

30,872 

48,000 

+17,128 

2,548 

2,836 

2,636 

2,702 

+66 

1,820 

189 

250 

227 

250 

+  23 

110,912 

136,157 

120,984 

143,151 

+22,167 

(1,744) 

(1,800) 

(1,800) 

(1,800) 

(...) 

987 

5,211 

-5, 

211 

2.185 

1,800 
7,011 

1,800 
1,800 

3,172 

-5, 

.211 

-172 

-1,800 
126, 19S 

1, 
+18, 

,800 

139,157 

144, 9S1 

756 

378 

367 

367 

375 

370 

370 

... 

SUMMARY  OF  BUDGET  ESTIMATES 


The  fiscal  year  1995  funding  request  is  for  $144,951  thousand,  an  increase  to  the  Working 
Capital  Fund  of  $22,167  thousand  from  the  1994  current  estimate.   (It  should  be  noted  that  more 
than  one-half  of  this  increase  is  "budget-neutral*  -  see  below).   This  funding  will  provide 
increased  systems  engineering  support  to  the  development  and  Implementation  of  the  Departments 
Financial  Systems  Integration  Plan,  upgrades  to  infrastructure  to  accommodate  the  requirements  of 
the  Financial  Systems  Integration  in  the  Field  Offices,  and  rehosting  and  operating  several  FHA 
systems  on  the  Department's  platform.   In  1995,  increased  funding  will  be  used  to  accomplish  the 
following i 

—  An  increase  of  $4,950  thousand  is  to  proceed  with  the  development  and  implementation  of 
the  Department's  Financial  Management  Systems  Integration  Plan.   This  increase  will  fund 
systems  development  and  the  investment  in  infrastructure  required  to  support  the 
implementation  of  these  integrated  systems; 

--  An  increase  of  $5  million  for  systems  integration  support  for  the  Federal  Bousing 

Administration  Mortgage  Insurance  Systems  (FHAMIS)  which  includes  systems  development 
support  and  infrastructure  to  support  the  new  integrated  system; 

—  While  budget  neutral  to  the  Department,  an  increase  of  $12,128  thousand  represents  on 
internal  decision  to  transfer  responsibility  within  the  Department  to  provide 
information  services  to  support  nationwide  systems  applications  for  mortgage  insurance 
programs,  which  were  previously  procured  and  funded  directly  by  the  FHA  fund  with 
private  companies; 
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—  An  increase  of  $66  thousand  to  provide  information  services  to  the  Office  of  the 
Inspector  General  (OIG);  and 

—  An  increase  of  $23  thousand  to  provide  information  services  to  the  Single  Family  Voice 
Response  System  which  will  be  reimbursed  from  the  Bousing  Counseling  Fund. 


The  following  table  shows  actual  obligations  for  fiscal  year  1993  and  estimated 
obligations  for  fiscal  years  1994  -  1995  for  the  Dorking  Capital  Fund  by  object  class i 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  V6  1994 

(Dollars  in  Thousands) 

Personal  Services $22,824  $22,083  $22,061  $22,473  +$412 

Travel  i   Transportation  of  Persons..  196  464  227  227  ... 

Transportation  of  Things 62  76  15  15  ... 

Rent,  Communications  and  Utilities. .  13,708  22,352  17,547  20,547  +3,000 

Printing  and  Reproduction 98  248  125  12S  ... 

Other  Services 68,814  87,350  81,500  88,044  +6,544 

Supplies  and  Materials 1,410  974  839  2,839  +2,000 

Furniture  and  Bquipment 6,634  5,610  3.881  10,681  +6,800 

Total 113,746     139,157      126,195      144,951      +18,756 

Depreciation  Expense [1,744]     [1,800]      [1,800]      [1,800]         [•••] 

HEW  ACTIVITIES 

New  and  re-engineered  organizations,  business  plans,  functions  and  processes  and  the 
subsequent  requirements  for  information  services  -  systems,  platforms,  information  technology  - 
have  emphasized  the  relationship  between  large  scale  enterprises  initiatives  and  information 
service  requirements.   The  latter  are  essential  to  manage,  operate  and  control  these  initiatives. 
The  need  for  funding  information  services  and  for  ensuring  their  availability  has  increasingly 
outstripped  current  funding  sources  and  suggested  that  program  funds  be  used  for  the  integral 
information  services.   The  Department  is  pursuing  this  funding  option  legislatively  and 
administratively  to  fund,  for  example,  the  Multifamily  Tenant  Characteristics  System,  and  CPD 
Integrated  Information  Systems. 

It  is  believed  that  by  recognizing  the  information  technology  as  a  component  of  new  and  re- 
engineered  organizations  and  processes,  the  Department  will  avoid  its  prior  record  of  material 
weaknesses  in  this  area  and  build  a  reputation  for  integrity  and  responsiveness  to  its  clients 
and  to  the  nation's  housing  and  community  development  needs. 

CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  THE  1994  BUDGET 

Actual  fiscal  year  1993  obligations  of  $113,746  thousand  were  $7,463  thousand  more  than  the 
previous  estimate  of  $106,283  thousand.   The  net  increase  is  accounted  for  as  follows! 

The  Bousing  Counseling  Fund  ordered  additional  information  services  for  $189,000; 

—  The  Office  of  Policy  Development  and  Research  (PD*R)  ordered  additional  information 
services  for  $60,000; 

—  The  Office  of  Finance  and  Accounting  placed  additional  orders  for  information  services 
for  $616,000; 

—  The  Office  of  General  Counsel  placed  orders  for  information  services  for  $40,000; 

—  The  Office  of  the  Secretary  placed  orders  for  information  services  for  $4,000; 
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—  The  Dade  County  Office  placed  orders  for  information  services  for  $150,000) 

—  The  Office  of  Bousing  requested  Information  services  for  $1,515,000) 

—  The  Office  of  Administration  requested  additional  information  services  for  $1,936,000) 

—  The  Office  of  Fair  Bousing  and  Equal  Opportunity  requested  additional  information 
services  for  $92,000) 

—  The  Office  of  Public  and  Indian  Bousing  requested  additional  IRK  services  for  $500,000) 

—  The  Office  of  Lead-Based  Paint  requested  information  services  for  $30,000) 

—  The  Office  of  Federal  Bousing  Enterprise  Oversight  requested  information  services  for 
$1,020,000) 

—  The  Office  of  Community  Planning  and  Development  requested  information  services  for 
$150,000)  and 

—  Additional  orders  for  information  services  were  made  totaling  $361,000. 

CHANGES  TO  1994  BUDGET  ESTIMATES 

The  original  1994  budget  request  of  $139,157  thousand  has  been  reduced  to  the  current 
$126,195  thousand  level  based  on  1)  the  Department's  decision  to  reduce  funding  of  information 
services  within  the  WCF  by  $11,539  thousand  to  offset  higher  priorities  in  Salaries  and  Expenses) 
2)  the  OIG's  decision  to  reduce  funding  by  $200  thousand)  3)  the  Bousing  Counseling  Fund's 
decision  to  reduce  its  budget  by  $23  thousand)  and  4)  a  reduction  in  the  planned  opening 
unobligated  balance  of  the  Reserve  for  Replacement  of  Equipment  to  $1,800  thousand  (a  reduction 
of  $1,200  thousand).  The  budget  reduction  to  the  WCF  necessitated  the  following! 

—  Cancellation  of  upgradea  to  the  Departmental  infrastructure,  including  elimination  of 
new  workstations,  file  servers,  and  mainframes)  and 

—  Reduced  Implementation  of  BUDware  (a  Graphical  Oser  Interface  that  will  provide  user 
friendly  access  to  application  systems). 

EXPLANATION  OF  INCREASES  AMD  DECREASES 

The  1995  Budget  estimate  reflects  an  increase  of  $18,756  thousand  to  the  1994  current 
estimate.   The  net  increase  will  be  used  tot 

—  Provide  supporting  information,  infrastructure,  and  platform  capacity  necessary  for 
Imminent  Implementation  of  Financial  Management  Systems  Integration  Projects  early  in 
1995)  and 

—  Bring  outplaced  FRA  systems  onto  the  Departments 's  platform  which  is  budget  neutral  for 
the  Department  because  FHA  has  been  directly  procuring  these  services  with  several 
private  vendors. 
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SOURCES  OF  TOPPING 


The  following  table  showB  sources  of  funding  for  the  WCF.   It  reflects  the  actual  income,  by 
customer,  transferred  into  the  WCF  during  1993  and  the  estimated  income  to  be  transferred  during 
1994  and  1995. 


CUSTOMER 

Salaries  and  Expenses,  HUD 

Housing 

Public  and  Indian  Housing 

Government  National  Mortgage 

Association 

Community  Planning  and  Development.. 

Policy  Development  and  Research 

Lead-Based  Paint 

Fair  Housing  and  Equal  Opportunity. . 

Departmental  Management 

Chief  Financial  Officer 

General  Counsel 

Administration 

Subtotal ,   SiE 

Other  Sources 

Federal  Housing  Administration  Fund. 

Inspector  General 

Changes  in  Unobligated  Balance 

OFHBO 

Housing  Counseling  Fund 

Total  Budget  Authority 

STAFFING  SUMMARY 


BUDGET 

CURRENT 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

1993 

1994 

1994 

1995 

(Dollars  in 

Thousands ) 

$33,647 

$42,850 

$30,195 

$29,009 

8,766 

11,799 

8,238 

8,431 

2,701 

2,249 

2,635 

3,024 

5,791 

6,114 

5,357 

5.S68 

4,896 

4,087 

4,012 

3,159 

29 

2,697 

3,241 

2,742 

3,181 

1,228 

J,  412 

1,278 

2,634 

17,214 

15,472 

28,055 

30,439 

1,332 

1,418 

1,705 

2,109 

14,873 

13,557 

3,032 

4,645 

$93,174 

$102,199 

$87,249 

$92,199 

13,181 

30,872 

30,872 

48,000 

2,548 

2,836 

2,636 

2,702 

2,834 

3,000 

5,211 

1,800 

1,820 

189 

250 

227 

250 

$113,746 

$139,157 

$126,195 

$144,951 

1.  SCOPE  OF  ACTIVITY 

The  information  services  of  the  Department  are  consolidated  in  the  Office  of  Information 
Policies  and  Systems  (IPS),  which  is  a  component  of  the  Office  of  Administration  in  Headquarters. 
IPS  provides  information  services  support  to  the  entire  Department  on  a  reimbursable  basis, 
through  the  NCF. 

2.  WORKLOAD 

For  each  IRM  service  there  is  a  workload  statistic  defined  which  is  a  means  of  measuring 
the  amount  of  a  service  provided  to  a  customer.  (See  below) 

—  Systems  Engineering  -  Measure!   Staff-hours.   In  general,  direct  labor  hours  are 
hours  worked  on  specific  systems  engineering  projects  usually  related  to  a 
specific  application  system  and  customer. 

—  Mainframe  Computing  (System  U)  -  Measure!   Core  Block  Standard  Unit  of  Processing 
(CBSUP) -hours.   The  CBSUP-hour  is  a  UNISYS  usage  measurement.   It  uses  a  complex 
formula  to  measure  a  combination  of  time,  memory,  and  peripheral  equipment  use. 

—  Mainframe  Computing  (System  HI  -  Measure!   Central  Processing  Unit  (CPU)  time  in 
hours.   Central  processing  unit  time  in  hours  is  a  standard  usage  measure  of 
transaction  and  job  resource  usage. 

—  Mainframe  Storage  (System  H)  -  Measure!  Megabytes.   Direct  access  storage  in 
megabytes  is  a  standard  usage  measure  for  mass  storage. 
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—  Telecommunications  (Sfltai  01  -  Meaaurei   Demand  CBSOP-houra .   Demand  CBSUP-hours 
are  a  subset  of  ordinary  CBSUP-hours  —  the  portion  associated  with  demand  (as 
opposed  to  batch)  processing. 

—  Telecommunications  (System  H)  -  Measurei   Cost.   TelecoasBunications  costs  are  sub- 
allocated  by  customer  and  system  in  proportion  to  the  mainframe  computing  charges 
for  System  a  computing  services. 

—  Local  Computing  Support  -  Measurei  Local  Computers  Installed.   HUD  supports  the 
installation  and  maintenance  of  local  area  networks  including  workstation  hardware, 
communications,  and  all  peripheral  equipment  under  the  standard  BUD  configuration. 
Also,  HUD  charges  an  office  automation  fee  to  each  user  to  support  the  Installation 
and  maintenance  of  workstation  software  including  electronic  mail  and  word 
processing  under  the  standard  BOD  configuration. 

The  following  table  shows  actual  1993  and  estimated  1994  and  1995  workload  indicators! 


Systems  Engineering  Staff  Hours.. 

Mainframe  Computing  CBSUPs 

Mainframe  Computing  CPU  hours.... 

Mainframe  Storage  Megabytes 

Telecommunications  Demand-CBSUPs . 

Telecommunications  Cost 

Local  Computing  Support  and 
Local  Computers  Installed 


•  Includes  $7.7  million  for  information  services  that  FHA  previously  funded  directly  and  in 
1994  began  ordering  through  the  wcf. 


ACTUM. 

ESTIMATED 

ESTIMATED 

1993 

965,297 

1994 

1995 

980,000 

980,000 

11 

235,594 

11,250,000 

11,500,000 

3,527 

3,600 

4,000 

2 

536,722 

3,200,000 

3,500,000 

2 

353,934 

■/A 

■/A 

$12 

236, «90 

•  $20,000,000 

•  $20,000,000 
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3.   SUMMARY  OF  STAFFING  REQUIREMENTS 

The  following  table  shove  the  actual  1993  and  projected  1994  and  1995  distribution 
of  IPS  staff: 


FULL-TIME    PERMANENT   APPOINTMENTS 


Office  of  the  Director: 

Immediate  Office 5 

Special  Projects  Staff 12 

Resource  Management  Staff 20 

Information  Security  Staff 6 

Client  Relations  Staff 1 

HI  I  PS  Migration  Mgmt.  Staff  (HMMS).    9 

Subtotal 53 

Information  Resource  Mgmt.  (IRM) 

Policy  and  Management  Division 21 

Computer  Services  Group: 

Office  of  the  Director 4 

Customer  Service  Division 33 

Computer  Management  Division 19 

Teleprocessing  Management  Division.  17 

Subtotal 73 

Systems  Engineering  Group: 

Office  of  the  Director 5 

Project  Management  Staff 12 

Admin  t  Financial  Systems  Division.  38 

Departmental  Systems  Division 50 

Bousing  Systems  Division 48 

Development  Coordination  Division..  30 

Automation  Technology  Division 35 

Subtotal 218 

Total  Full-Time  Permanent 

Appointments,  End  of  Year 365 

Full-Time  Equivalents  (FTE) 379 


BUDGBT 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

378 
375 


367 
370 


367 
370 


The  following  table  provides  a  summary  of  the  distribution  of  grades  for  staff  in 
this  activity  for  1993,  1994  and  1995.   All  staff  are  located  in  Headquarters. 


ES-5 

ES-3 

GS/GM-1S 

GS/GM-14 

GS/GM-13    and  below. 
Total  FTPs 

FTE  Employment 


1 

1 

1 

2 

2 

2 

19 

20 

20 

59 

64 

64 

284 
365 

280 
367 

280 
367 
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IRM  PLANS  AMD  ACCOMPLISHMBHTS 

The  Department's  has  become  increasingly  dependent  on  its  information  infrastructure  and  the 
application  systems  that  support  business  plans,  operations  and  objectives.   The  Office  of 
Information  Policies  and  Systems  is  managing  the  Department's  IRM  function  in  full  and  careful 
consideration  of  the  technology  that  is  taking  us  into  the  next  century.   The  changes  that  have 
been  implemented  at  all  levels  of  HDD  provided  the  Department  with  the  necessary  foundation  for 
properly  managing  the  coming  transition  to  more  advanced  technologies. 

The  Department  will  continue  to  support  the  Information  Resource  Management  Strategic 
priorities  which  are  toi 

—  Expand  access  to  the  HDD  computing  environment  to  HUD'S  external  partners; 

Support  the  smooth  operation  of  program  work  processes  which  integrate  and  simplify  the 
work  of  HUD  and  its  intermediaries; 

—  Enable  intermediaries  to  use  the  HUD  computing  environment  to  do  their  HUD-relsted  work; 

Use  technology  to  improve  HUD  program  operations.   Continue  to  infuse  new  technology  in 
the  Five-Yeor  Financial  Plan  and  other  applications; 

—  Bring  more  power  to  the  desktop  by  utilizing  Optical  Data  Imaging  (electronic  storage  of 
documents,  available  at  the  desktop)  and  Multimedia  (access  to  a  variety  of  information 
using  CD-ROM  technology); 

Promote  Frontware,  which  is  s  type  of  software  that  combines  and  consolidates  data  from 
various  platforms  and  applications  and  shares  mainframe  and  PC  data.   Frontware  will 
extend  the  life  of  proven  systems  and  help  meet  HUD'S  evolving  requirements  without 
redesign  of  underlying  systems;  and 

Expand  the  use  of  the  Deportment's  standard  information  Infrastructure  to  facilitate 
employee  access  to  HUD  computer  systems. 

The  Department's  total  information  resource  management  program  encompasses  three  principal 
areaBi   Baseline  Operations,  Office  Automation  and  Information  Engineering. 

1.   BASBLIHE  OPERATIONS 

The  Department's  information  platform  is  provided  through  the  HUD  Integrated  Information 
Processing  Service  (HUPS).   The  2.5  year  conversion  to  HIIPS  was  completed  in  May  1993.   The  10 
year  operational  phase  will  provide  the  Department  with  a  modern  information  platform  until  the 
year  2003. 

a.   Mainframe  Computing 

The  ADP  platform  is  necessary  to  support  the  integration  of  HUD'a  financial  systems. 
Computer  processing  for  Departmental  programs  and  administrative  activities  is  provided  through 
the  HUD  Data  Center  at  Lanham,  Maryland.   The  center  is  equipped  with  three  mainframe  computer 
systems  and  a  variety  of  support  equipment.   In  1994,  plans  to  upgrade  the  Department's 
infrastructure,  including  the  introduction  of  client-server  technology,  have  been  deferred 
because  of  the  Department's  decision  to  reduce  funding  of  information  services  in  the  Working 
Capital  Fund  by  $11,539  thousand.   (See  page  3.) 

In  1994,  a  new  Unisys  2200  Series  mainframe  computer  was  installed  and  a  new 
processor  was  installed  on  an  existing  mainframe  at  the  HUD  Data  Center.   These  important 
projects  were  necessary  to  increase  storage  and  processor  capabilities  to  support  the 
Department's  Financial  Integration  effort.   Also  of  significance  is  the  implementation  of  the 
Voice  Response  System  (VRS)  to  support  CATVRS,  Rental  Rehab  and  Bousing  Counseling.   The  VRS  is 
scheduled  to  be  fully  operational  in  1994. 
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b.  Disaster  Recovery  Facility 

BUD  has  established  the  Disaster  Recovery  Facility  in  Reston,  Virginia.   The 
function  of  the  Disaster  Recovery  Facility  is  to  provide  backup  for  HUD's  Unisys  and  IBM- 
compatible  critical  application  processing.   The  platform  currently  consists  of  a  Unisys 
2200/9222  mainframe  and  HIKBT  connectivity.   The  current  system  is  used  as  a  hot  back-up  for  the 
CHUMS  workload  and  the  Unisys  critical  applications  by  providing  a  24-hour,  7  days  a  week, 
emergency  backup  computer  site. 

c.  Telecommunications 

In  1993,  two  outdated  nationwide  telecommunications  networks  were  consolidated  into 
one  more  powerful  and  modern  Wide  Area  Network  (HAN)  called  HUD  Integrated  Network  (HINET),  that 
connects  HUD  Headquarters  with  81  field  offices  throughout  the  country  including  Alaska  and 
Hawaii. 

d.  Video  Capabilities 

Videoconferencing .   In  1993,  IPS  implemented  videoconferencing  capability 
Departmentwide .   This  technology  successfully  supports  live  video  broadcasts. 

HUD  Television  Network  (HTN).   In  1993,  work  was  initiated  to  install  a  Department- 
wide  broadcast  television  network,  the  HUD  Television  Network.   The  HTN  broadcast/distance 
learning  facility  will  be  located  in  Headquarters. 

2.  OFFICE  AUTOMATION 

IPS  has  developed  a  standard  computing  environment  which  integrates  desktop 
multifunction  workstations,  Local  Area  Networks  (LANs),  mainframe  computers,  a  telecommunications 
network,  and  LAN  Gateways  and  HUDware,  a  Graphical  User  Interface  (GUI).   They  give  Departmental 
users  ready  and  friendly  access  to  all  Departmental  sys terns.   Limited  use  of  this  integrated 
desktop  computing  environment  has  demonstrated  a  dramatic  improvement  in  communication  and 
productivity. 

In  1993  and  1994,  internal  reductions  in  funding  of  information  services  prevented 
upgrading  the  information  infrastructure  in  Regional  and  Field  Offices.   The  imminent 
implementation  of  the  Financial  System  Integration  (FSI)  plan  requires  the  standard 
infrastructure  be  installed  in  Regional  and  Field  Offices  for  early  1995.   Many  of  the 
Department's  critical  FSI  systems  being  developed  and  implemented  are  designed  to  run  exclusively 
in  the  standard  infrastructure.   Regional  and  Field  Offices  will  not  recognize  the  benefits  of 
the  FSI  plan  without  the  implementation  of  a  standard  infrastructure.   HUD  has  requested  funding 
for  1995  to  extend  HUDware  to  the  Regional  and  Field  Offices,  and  have  also  requested  funding  in 
1995  to  continue  upgrading  LANs  and  workstations,  for  Regional  and  Field  offices.   To  continue 
towards  our  goal  of  a  standard  computing  environment,  HUD  is  requesting  funding  for  1995  of 
$22.2  million. 

3.  INFORMATION  ENGINEERING 

As  the  Department  adopts  Information  Engineering  into  its  culture,  the  value  of  this 
integrated  approach  as  a  strong,  unifying,  progressive  methodology  promotes  itself.   Information 
Engineering  (IE)  supports  both  the  rethinking  and  redesign  of  the  Department's  enterprises  and 
the  concurrent  design  and  implementation  of  the  enterprises'  information  systems.   IE  recognizes 
that  systems  development  occurs  in  a  dynamic  environment  and  incorporates  this  dynamic  into  the 
methodology  so  that  obsolescence  is  built  out. 

IB — including  the  critical  and  continual  involvement  of  the  business  experts/the 
users — is  the  methodology  supporting  the  development  and  implementation  of  the  Financial 
Integration  Systems.   IB  ensures  that  these  enterprisewide  systems  support  the  current  objectives 
of  the  business  and  that  these  systems  ore  inherently  flexible  to  accommodate  changes  quickly  and 
efficiently. 
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The  upfront  investment  and  discipline  required  to  plan  and  to  analyze,  and  to  capture 
sound  and  stable  requirements  has  created  sound  partnerships  between  the  Business  Users  and  the 
Information  Systems  Developers,  a  critical  success  factor  to  information  systems,  but  in 
particular,  to  integrated  financial  systems. 

In  1993,  a  number  of  IPS  customers  began  IE  at  the  starting  point — the  Information 
Strategy  Plan  (ISP).   The  ISP  begins  with  the  development  of  a  strategic  plan  for  information 
which  includes  the  development  of  three  critical  architectures  (information,  systems,  and 
technical)  necessary  to  achieve  integration  of  information  systems  and  to  establish  a  foundation 
for  future  systems  development  and  maintenance.   In  1993,  the  Office  of  Public  and  Indian  Housing 
and  the  Office  of  the  Inspector  General  were  among  those  clients  doing  ISP.   In  1994,  the  Offices 
of  the  Chief  Financial  Officer,  Housing  and  Community  Planning  and  Development  are  among  the 
Departmental  customers  doing  ISP. 

As  the  IE  methodology  unifies  the  system  design  and  applications  and  builds  internal 
working  partnerships,  the  Department  is  successfully  building  an  Information  Architecture  to 
support  it  in  accomplishing  its  mission.   This  Information  architecture  is  a  model  of  the 
organization's  activities  and  data.   As  this  architecture  is  emerging  through  current  systems 
being  analyzed  and  re-engineered,  new  system  applications  being  developed  and  implemented  and  all 
systems  moving  toward  Integration,  the  management  and  stewardship  of  data  resources  emerges  as  a 
critical  and  central  role  in  ongoing  information  engineering.   The  information  architecture 
models  a  dynamic  environment  and  data  itself  must  be  kept  current  and  available  for  analysis  and 
the  needs  of  customers. 

IPS  has  anticipated  the  criticality  of  this  Data  Administration  role  and  has 
strategically  located  this  role  within  the  IRM  Policy  and  Management  Division  (IRMPMD)  so  that 
the  Departmental  ownership  of  data  and  its  role  in  both  day  to  day  and  strategic  policy  making 
can  be  promoted.   Five  FTK  are  to  be  transferred  to  IRMPMD  to  perform  this  function  at  a  newly 
elevated  level  in  1994.   Beginning  in  1995,  the  Data  Administration  function  will  begin  to  move 
toward  an  Increasingly  complete  model  which  shows  strategic  business  directions  linked  with  the 
supporting  data.   The  Department  will  build  incrementally  on  this  function. 

The  Department's  Information  Resources  Management  Planning  Board  (IRMPB)  oversees  the 
allocation  of  system  planning,  development  and  maintenance  resources.   The  IRMPB  is  composed  of 
the  Department's  Assistant  Secretaries,  the  President  of  the  Government  National  Mortgage 
Association,  Inspector  General,  and  the  Director  of  the  Office  of  Information  Policies  and 
Systems. 

Financial  Systems  Integration 

In  1991,  the  Department  adopted  a  Financial  Management  Systems  Integration  Plan  to  Integrate 
its  financial  systems.  The  plan  described  replacement  of  HUD'a  existing  70  financial  systems  with 
nine  integrated  systems  which  would  be  developed  along  functional  lines,  with  data  shared  across 
organizational  lines  and  programmatic  areas.   Systems  development  activities  that  support  this 
effort  will  be  carried  out  in  a  phased  approach. 

In  1994,  the  IRMPB  will  allocate  $30  million  of  its  total  budget  of  $45.8  million  to  support 
Financial  Systems  Integration  requirements.  This  funding  level  supports  projected  systems 
engineering  requirements  for  theAntinued  development  of  the  Bousing/Tenant  Rental  Assistance 
Certification  System  ( CFS/TRACS )  ,~the  Agency  Accounting  System,  FHA  Mortgage  Insurance  System 
(FHAMIS),  and  PIH  Section  8. 

Additional  Systems  Integration  projects  are  the  Public  and  Indian  Bousing  Integration 
Project,  Office  of  Finance  and  Accounting  Conversion  to  the  Standard  General  Ledger  Project  and 
CPD's  Cash  Management  and  Planning  System. 

In  1995,  the  planned  allocation  for  Financial  Systems  Integration  will  increase  to 
$40  million  out  of  a  total  IRMPB  budget  of  $55  million. 

1.   Bousing  Tenant  Rental  Assistance  Certification  System  (TRACS) 

The  purpose  of  the  Housing  TRACS  Project  is  to  develop  an  integrated  financial 
management  system  to  support  Housing's  management  of  its  Section  8  programs.   This  system  will 
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improve  ability  to  forecast  budgetary  needs;  reduce  burden  on  field  office  personnel;  improve 
funds  allocation  and  funds  control  processes;  and  improve  accessibility,  timeliness  and  quality 
of  management  function. 

Planned  accomplishments  in  1994  include i 

Release  of  Tenant  Certification/Voucher  Processing.  This  will  automate  voucher 
examinations  in  the  field  necessary  to  establish  a  complete  database  for  budget 
forecasting.  The  tenant/contract  portion  of  this  project  is  also  scheduled  for 
completion  in  1994; 

Collection  of  Control  File  Subsystem  (CPS)  Data; 

—  Contracts  (CPS  Re-engineering)  -  transfer  of  data  from  Pield  Office  LAHs  to  HDD 
mainframe  platform;  and 

—  Implementation  of  Budget  Forecasting  capabilities  which  will  allow  forecasting  for 
1996. 

Planned  accomplishments  in  1995  includei 

—  Full  implementation  of  Budget  Forecasting.   This  will  allow  use  of  tenant,  contract 
and  payment  data  to  project  renewal  needs,  contract  amendment  needs  and  budget 
shortfalls. 

2.  PIH  Section  8  System  Project  (S8S) 

The  purpose  of  PIH's  S8S  is  to  implement  an  integrated  systems  environment  that  will 
improve  and  fully  support  the  PIH  Section  8  business  process.   The  PIH  S8S  will  improve  the 
Department's  ability  to  forecast  budgetary  needs;  reduce  burden  on  the  field  and  Housing 
Authority  (HA)  personnel;  improve  accessibility,  timeliness  and  quality  of  management 
information;  and  improve  ability  to  monitor  housing  authority  activities.   The  following 
application  processes  have  been  identified  as  the  foundation  of  the  PIH  S8Si 

Budget  Formulation; 

—  Application /Contract  Processing; 
Funds  Allocation  and  Control; 

—  Payment  Processing; 

—  Housing  Authority  Monitoring; 
Management  Information;  and 

—  HDD/HA  Interaction  (8DI). 

Planned  Accomplishments  for  1994 i 

—  Budget  forecasting  capability  allowing  for  budget  projections  to  be  based  on  the 
latest  tenant,  contract  and  expenditure  data;  and 

—  Conversion  of  data  to  the  Administrative  Accounting  System  (AAS)  format; 
Planned  Accomplishments  in  1995 i 

—  Full  budget  formulation  capability;  and 

—  Implementation  of  Application/Contract  Processing,  HA  Monitoring,  and  HUD/HA 
Electronic  Data  Interface. 

3.  Agency  Accounting  System  (AAS) 

The  Agency  Accounting  System  will  implement  a  standardized  accounting  methodology  across 
HOD  and  provide  a  central  financial  information  database  to  support  HUD  management.   It  will 
serve  as  the  focal  point  for  integrating  all  HOD  financial  systems  to  communicate  through  a 
uniform  account  classification  code  structure.   This  structure  will  provide  the  means  to 
integrate  approximately  30  existing  accounting  systems  and  will  form  the  basis  for  integrated 
financial  management  reporting. 
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The  scope  of  AAS  Includes  the  integration  of  the  following  processes  which  support  the 
administrative  functions  of  the  Department: 

Budget  Execution  and  Funds  Control; 

—  General  Ledger; 
Cost  Accumulation; 

Payroll  Interface  with  the  Rational  Finance  Center; 

—  Accounts  receivables  and  collections;  and 

—  Accounts  payable  and  disbursements  management. 

AAS  will  eliminate  redundancy  by  integrating  databases,  manual  processes,  reentry  of 
transactions  to  separate  systems,  and  reconciliations  between  systems.   Further,  AAS  will  provide 
BUD  with  an  audit  trail  for  financial  transactions,  a  unified  database  structure  for  all 
management  reporting,  and  a  more  economical  environment  for  the  operations  of  the  Department's 
automated  systems. 

4.   FHA  Mortgage  Insurance  System  1FHAMIS1 

The  purpose  of  FHAMIS  is  to  achieve  full  integration  of  FHA  mortgage  insurance  data  and 
functions.   FHAMIS  will  support  the  requirements  of  the  Single  Family,  Hultifamily  and  Title  I 
program  areas  and  provide  timely  and  accurate  information,  improved  data  integrity.  Improved 
productivity,  and  enhanced  Internal  control  and  audltability. 

FHA  has  developed  a  strategic  plan  for  Implementing  and  integrated  system  to  meet  its 
needs  and  to  form  part  of  the  Department's  overall  Integrated  Financial  Management  System.   This 
plan  is  based  on  the  following i 

Complete  and  effective  integration  with  HOD,  government,  and  Industry  systems; 

—  Automated  capture  of  data; 

Full  use  of  databases  to  control  and  share  information; 
Utilization  of  existing  systems  as  a  bridge  to  future; 

—  Modular  phased  approach; 

Maximizing  information  available  to  managers  and  staff;  and 
Use  of  the  cost  cost-effective  technology  to  meet  needs. 

PROGRAM  OFFICB  IHFORMATIOB  RESOURCE  INITIATIVES 

Community  Planning  and  Develiiiauint  (CPP) 

CPD  is  continuing  the  conversion  to  more  modern  methods  of  automated  support  by  creating  an 
infrastructure  of  systems,  linkages,  and  procedures  to  support  its  programs.   CPD  has  begun 
comprehensive  planning  and  development  to  strengthen  its  numerous  programs  by  closely  integrating 
those  programs  with  the  systems  that  support  them.   This  Integration  of  systems  applies  not  only 
to  programs,  but  also  to  the  integration  of  systems  to  support  both  field  and  Headquarters 
personnel  in  managing  those  programs  and  monitoring  grants,   when  it  is  completed,  this  system 
integration  effort  will  promote  efficiency  and  help  prevent  fraud,  waste,  and  abuse.   This  effort 
will  take  several  years  to  convert  old  systems,  develop  new  systems,  and  modify  systems  as  new 
programs,  legislation,  and  requirements  are  established. 

Currently,  HOD  operates  and  maintains  several  mainframe  and  microcomputer  systems  in  support 
of  CPD  programs.   A  substantial  portion  of  the  systems  development  and  maintenance  resources  that 
support  CPD  systems  each  year  are  used  to  maintain  these  systems,  extract  Information  from  the 
databases,  and  modify  the  systems  to  accommodate  changing  legislative,  regulatory,  and  program 
requirements.   These  systems  support  such  program  functions  as  determining  allocations  for  the 
Community  Development  Block  Grant  (CDBG)  entitlement,  BOMB,  and  BOPS  3  programs.   The  systems 
also  support  application  processing,  program  management,  and  reporting  to  the  Congress. 

In  1994,  efforts  will  continue  to  Integrate  systems,  support  all  segments  of  program 
management,  and  serve  all  parts  of  the  community  development  population  from  grantees  to  HOD 
program  offices.   CPD  will  work  to  consolidate  its  program  management  systems  and  Integrate  them 
with  HOD  financial  systems  to  Improve  efficiency  of  both  HOD  and  its  grantees.   CPD  Information 
Management  System  (CIHS)  Phase  II  will  be  implemented,  end  Phase  III  of  CIMS  will  be  started. 
Phase  III  is  a  regional  module  to  link  with  the  Headquarters  and  field  modules.   There  will  also 
be  enhancements  to  the  CIMS  field  module  such  as  the  development  of  automated  correspondence  and 
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risk  analysis  as  well  as  implementation  of  the  field  office  module  of  the  Grantee  Performance 
Report. 

In  1994,  CPD  expects  new  legislation  requiring  new  system  development  and  Increased 
automated  data  processing  support.   These  legislative  initiatives  include i   (1)  supplemental 
funding  for  CDBG  and  homeless  assistance  programs  to  support  the  economic  stimulus  program;  (2) 
Empowerment  Zones;  (3)  Community  Development  Banks;  (4)  Youthbuild;  and  (5)  legislative  changes 
to  CPD's  existing  programs  such  as  HOME  Investment  Partnership. 

In  1995,  CPD  will  be  provided  the  full  range  of  information  services  including  baseline 
operations,  office  automation,  infrastructure  support  for  its  financial  systems  integration 
initiatives  and  systems  engineering. 

Housing  Programs 

Funding  in  1994  will  support  systems  engineering  on  two  major  modules  of  the  Financial 
Management  Systems  Integration  Plan:  TRACS  and  the  FBA  mortgage  insurance  systems.   During 
development  of  these  new  applications,  existing  systems  applications  must  be  maintained  and 
operated  using  the  Department's  standard  hardware  platform. 

As  a  fundamental  prerequisite  to  systems  integration,  the  users  will  be  studying  their 
business  lines  and  functions.   The  Office  of  Housing-Federal  Housing  Administration  intends  to 
change  its  objectives  byi 

1.  Improving  fundamental  business  processes  by  reducing  paperwork  burdens  to  its  customers 
and  staff,  to  produce  meaningful  information  for  customers,  program  staff  and  managers, 
as  well  as  suitable  and  accurate  financial  records; 

Building  systems  that  quickly  respond  to  new  legislation,  by  using  CASE  (Computer  Aided 
Software  Enaineer inat  tools*  and 


Software  Engineering)  tools;  and 


3.   Maintaining  these  modern  and  flexible  systems  applications  easily  and  efficiently  once 
they  are  developed  and  implemented. 

while  in  the  process  of  making  these  fundamental  and  far  reaching  changes  to  new  business 
processes  with  new  development  tools,  it  is  essential  that  existing  systems  be  maintained  and 
operated.   Data  must  be  gathered,  transactions  processed,  and  records  maintained,  while  the  new 
systems  are  being  engineered.   Some  changes  will  need  to  be  made  to  existing  system  software  even 
while  replacements  to  that  software  are  under  development.   Presently,  HUD  operates  and  maintains 
33  mainframe  systems  and  several  minicomputer  and  microcomputer  systems  to  support  Housing 
programs.   There  will  be  a  period  when  the  capacity  of  existing  hardware  must  accommodate 
operating  the  existing  systems  and  testing  and  running  the  new  integrated  systems.   At  the 
conclusion  of  this  period  of  intense  resource  utilization,  there  will  be  modern  Integrated 
systems  that  meet  the  users'  and  the  customers'  ambitious  objectives. 

Concurrent  with  the  technological  thrust  of  systems  integration,  the  Office  of  Housing  will 
be  improving  its  business  operations.   It  intends  not  only  to  eliminate  data  redundancy  but  also 
to  exchange  information  in  a  paperless  environment  using  Electronic  Data  Interchange  (EDI).   FBA 
is  moving  to  user  interfaces  that  quickly  allow  customers  to  interact  with  HUD  staff,  to  answer 
questions  and  to  transmit  information. 

In  1994,  the  Office  of  Housing  also  plans  to  migrate  onto  the  Department's  platform  four 
systems  for  mortgage  insurance  projects  that  are  currently  being  supported  and  operated  through 
direct  contracts  between  the  Office  of  Housing  and  private  companies.   These  systems  axei  Single 
Family  Mortgage  Notes  System,  Single  Family  Property  Disposition  Management  System,  Multif amily 
Property  Management  System,  and  the  Multifamily  Accounting  and  Reporting  System. 

These  systems  are  in  various  stages  of  migrating  into  the  inventory  of  systems  applications 
that  are  supported  for  the  customer  by  the  WCF.   The  migration  of  these  systems  into  the 
Department  platform  will  allow  the  customer  to  take  advantage  of  the  investment  and  flexibility 
of  the  existing  HDD  architecture  and  the  Standard  Development  Methodology  as  new  software  Is 
required  and  changes  made.   In  1995,  the  estimate  for  migrating  and  supporting  these  systems  is 
$16  million. 
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In  1995,  the  Department's  Computerized  Home  Underwriting  Management  System  (CHUMS)  will  be 
supported  and  operated  for  the  Housing  field  structure,  clients  and  Bousing  Headquarters. 
Support  includes  systems  engineering,  computing,  and  telecommunications.    First  implemented 
nationwide  in  198S,  CHUMS  remains  an  integral  cornerstone  in  the  work  processing  of  Single  Family 
Mortgage  Insurance  programs.   In  1995,  the  estimate  to  provide  support  to  CHUMS  and  its  users  is 
$15  million. 

In  1995,  IPS  will  continue  to  provide  limited  information  services  to  the  Title  I  outplaced 
system  for  an  estimated  $2  million. 

In  1995,  IPS  will  provide  the  Office  of  Bousing  with  information  services  including  support 
in  Information  Systems  Planning,  systems  development  and  maintenance,  office  automation  and 
baseline  operations. 

Public  and  Indian  Housing 

In  1994,  design  of  the  PIH  Business  Systems  Architecture  defined  in  the  PIB  Information 
Strategy  Plan  (ISP)  will  begin.   This  effort  includes  defining  a  business  system-driven 
environment,  utilizing  an  integrated  database  concept  (the  PIB  Rational  Database).   In  1994,  the 
focus  will  be  on  conducting  PIB's  first  Business  Area  Analysis  Project. 

The  1994  PIB  Integrated  Systems  effort  also  Includes  completion  of  an  Executive  Information 
System  as  well  as  an  expert  System  and  ensuring  that  business  system-driven  modifications  are 
made  to  PIB  Integrated  Systems  feeder  systems. 

In  the  area  of  communications  for  1994,  PIH  will  implement  a  national  HUD  bulletin  board 
with  modem  access  for  field  staff.  Bousing  Authorities  and  the  public  to  have  access  to 
Directives  Access  System  types  of  data. 

In  1995,  PIB  will  continue  the  design  and  development  and  begin  implementation  of  early 
modules  of  the  PIB  Integrated  Business  System  begun  in  1994  and  based  upon  the  PIH  Business 
Strategy  developed  in  1994.   PIH  expects  to  conduct  its  second  Business  Area  Analysis  project i 
Customer  Service  Management.   PIH  also  plans  to  conduct  five  Business  System  Implementation  (BSI) 
projects:  Funding  Requirement  Development,  Program  Financial  Management,  Project  Development, 
Leasing  and  Services  Management,  and  Facilities  Management.   One  of  those  BSI  projects — Funding 
Requirement  Development — is  currently  scheduled  to  be  completed  and  implemented  in  1995.   The 
other  four  projects  will  carry  forward  into  199C.   The  Program  Financial  Management  BSI  which 
follows  the  Section  8  System  implementation  of  FFS,  will  Implement  the  remaining  PIB  programs  in 
FFS. 

PIB  will  also  be  developing  and  implementing  a  Development  Coordination  organizational 
infrastructure  to  ensure  the  projects  discussed  above  will  result  in  an  Integrated  system. 

In  1995,  PIH  plans  to  aggressively  pursue  electronic  commerce  by  using  Electronic  Data 
Interchange  (EDI)  between  BUD  and  the  Indian  Bousing  Authorities  and  Public  Housing  Agencies.   If 
funding  is  available,  plans  are  to  expand  that  capability  to  other  program  participants  (resident 
groups,  non-profit  organizations  and  other  grant  recipients).   PIB  will  fully  Implement 
electronic  submission  of  the  BUD  S005B,  Family  Report,  using  electronic  mailbox  technology.   Also 
expected  is  planning  for  and  where  feasible  collecting  through  electronic  submission,  the  data 
needed  for  the  Section  8  Systemi  Section  8  budget  forms  (HUD  52672,  Supporting  Data  for  Annual 
Contribution  Estimates,  and  BUD  52673,  Estimate  of  Total  Required  Annual  Contributions))  and  the 
Section  B  financial  statements  (HUD  52681,  Voucher  for  Payment  of  Annual  Contributions  and 
Operating  Statement). 

PIH  legacy  systems  will  require  modifications  and  enhancements  to  support  PIB  business  and 
legislative  changes  to  Include  the  addition  of  new  programs  while  the  Integrated  Business  System 
is  under  development.   As  modules  of  the  Integrated  system  are  implemented,  the  legacy  systems 
will  require  modifications  to  delete  redundant  functionality.   Specifically,  requirements 
currently  known  ares 

—  Addition  of  new  programs — Urban  Revitalization  Demonstration  (TOD),  Family  Investment 
Centers  (FIC),  Community  Partnerships  Against  Crime  (COMPAC),  Vacancy  Reduction,  Moving 
to  Opportunity,  Elderly  Service  Coordinator,  and  Youth  Apprenticeship) 
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—  Modifications  to  the  Line  of  Credit  Control  System  ( LOCCS ) /Voice  Response  System  to 
incorporate  the  new  programs  named  above  as  well  as  the  Annual  Contributions  for  the 
Rental  Voucher  Program.   Other  enhancements,  including  adding  the  reporting  of 
obligations  and  expenditures  for  all  programs,  screen  changes,  reminder  letters  to 
grantees,  addition  of  security  features  and  miscellaneous  reports; 

—  Addition  of  Performance  Measures  so  that  PIH  can  be  in  compliance  with  the  Government 
Performance  and  Results  Act  of  1993; 

—  Addition  of  a  risk  assessment  module; 

Redesign  of  the  Grants  Management  software  to  add  grant  processing  functionality  to 
SMIRPB/MIRS  required  due  to  legislative  initiatives  that  wouldi  abolish  the  Drug 
Elimination  and  Youth  Sports  programs;  significantly  modify  the  Resident  Management 
Program;  and  replace  the  HOPE  1  program  with  HELP; 

—  Modifications  and  enhancements  to  support  the  Indian  BOMB,  Community  Development  Block 
Grant  (CDBG),  and  Indian  Loan  Guarantee  programs; 

—  Modifications  to  Multifamily  Tenant  Characteristics  System  (MTCS)  to  support  the  new 
regulation  regarding  the  certificate  program  rent  computation;  and 

—  Modifications  to  the  System  for  Management  Information  Retrieval  -  Public  Bousing 
(SMiRPB)  to  enable  the  Department  to  track  PBA  compliance  with  handicapped  accessibility 
(the  504  regulation  and  ADA)  statutory  requirements  that  5  percent  of  all  new 
construction  and  substantial  rehabilitation  units  are  made  accessible  by  the  physically 
handicapped. 

In  1995,  PIB  will  fully  implement  Phase  I  of  the  Section  8  System  and  will  begin  the  Phase 
II  projects  earlier  defined  as  Application  Processing  and  MTCS  interface.   Work  will  also  begin 
to  implement  the  remaining  PIH  programs  in  TTS   using  analysis  done  during  the  Integrated  Business 
System  BAA  "Project  Funding  and  Development".   Additional  work  will  be  required  to  support  the 
transition  of  the  Section  8  MIS  when  that  system  is  terminated  in  April  1995. 

Government  National  Mortgage  Association  ( GNHA ) 

The  GNMA  program  guarantees  the  timely  payment  of  principal  and  interest  on  securities 
backed  by  pools  of  Federal  Housing  Administration,  Veterans  Administration,  and  Farmers  Borne 
Administration  mortgages. 

HUD  supports  GNMA  activities  through  the  operation  and  maintenance  of  three  mainframe 
systems  that  axe  essential  for  GNMA  to  manage  its  large  and  growing  volume  of  mortgage-backed 
securities.   The  GNHA  Mortgage  Backed  Securities- Issuer  Pool  Management  System  maintains  a  daily 
automated  interface  with  the  Mortgage-Backed  Securities  System  operated  by  Chemical  Bank  in  Hew 
York  to  track  pool  balance  collection  data  for  GHMA  securities  issued  by  the  Bank  as  agent  for 
GNMA.   The  Check  Record  Insurance  System  produces  monthly  payment  tapes  to  the  U.S.  Treasury 
Department.   The  LAN-based  systems  provide  essential  management  information  and  controls. 

In  1994,  GHMA  anticipates  continued  development  of  Consolidated  Accounting  and  Financial 
System  and  Commitment  Line  System  as  well  as  building  an  interface  between  the  Electronic 
Receipts  and  Analysis  System  (ERA)  and  Integrated  Management  System  (IMS). 

In  1995,  work  will  continue  on  new  and  existing  information  engineering  initiatives.   IPS 
will  provide  GNMA  with  baseline  operations  support  and  office  automation  services. 

Fair  Bousing  and  Equal  Opportunity  (FHEO) 

HOD  operates  and  maintains  four  mainframe  systems  and  several  microcomputer  systems  for 
FHEO.  Increased  support  has  been  and  will  continue  to  be  provided  to  FHEO  in  support  of  its 
implementation  of  the  Fair  Bousing  Amendments  Act. 

FHEO,  in  conjunction  with  the  Office  of  the  General  Counsel  (OGC),  is  responsible  for  the 
processing  of  complaints  filed  and  conducted  under  seven  major  Federal  statutes  designed  to 
prevent  housing  discrimination.   When  multiple  statutes  are  applicable  to  a  single  complaint,  it 
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is  desirable  to  conduct  a  single  investigation  which  takes  into  consideration  all  relevant 
statutes.   The  Fair  Housing  Integrated  Tracking  System  (FHITS)  is  being  developed  to  provide  a 
single  system  to  track  the  processing  of  all  complaints  and  compliance  reviews  involving  housing 
discrimination,  and  to  expedite  concurrent  processing.   Also  in  1994,  the  Civil  Rights 
Information  System  (CRIS)  will  be  expanded  to  incorporate  information  from  other  Department 
sources.   A  recipient  employment  monitoring  module  will  be  added  and  a  major  reporting  capability 
will  be  developed  to  support  the  Annual  Report  to  Congress  mandate.   Modifications  will  be  made 
to  the  Public  Bousing  Affirmative  Compliance  Agreement  (PHACA)  System  to  enable  HUD  staff  to 
complete  compliance  reviews  of  Public  Bousing  Authorities.   This  same  approach  will  apply  to  the 
Section  504  program  through  a  modification  to  the  PBACA  software. 

In  1995,  FHITS  will  be  fully  operational  in  the  Department's  standard  computing  environment. 
In  1995,  IPS  will  provide  fheo  with  all  information  services  including  information  engineering, 
baseline  operations  and  office  automation. 

Departmental  Management/Legal  and  Audit  Services 

HUD  operates  two  mainframe  systems  in  support  of  the  Office  of  General  Counsel  (OGC),  which 
provides  legal  services  for  the  Department.   In  addition,  two  mainframes  systems  and  server 
microcomputer  systems  accessed  via  the  HUD  LAM  are  maintained  in  support  of  Departmental 
Management  activities  carried  out  in  the  Office  of  the  Secretary/Deputy  Secretary. 

During  1994,  the  Minority  Business  Enterprise  System  will  continue  to  expand  to  include 
reports  for  all  program  areas  at  the  Regional  and  Field  office  level  and  development  will 
continue  for  the  Office  of  Program  Enforcement  Tracking  System  (OPETS).   Also  in  1994,  the 
Multifamily  Foreclosure  Phase  will  be  completed  and  work  will  start  on  the  Defense  Litigation 
Phase. 

The  Office  of  Congressional  and  Intergovernmental  Relations  requested  that  in  1994  work 
begin  on  a  system  that  would  standardize  and  integrate  the  Notice  of  Fund  Availability  (HOFA)  and 
grant  notification.   This  system  would  allow  this  information  to  be  electronically  communicated 
to  members  of  Congress,  municipal  and  other  jurisdictions.   Approximately  15,000  to  20,000  pieces 
of  "grant"  paper  to  Congress  alone  will  be  eliminated. 

In  199S,  work  will  continue  on  new  and  existing  information  engineering  initiatives. 

Office  of  Inspector  General  (QIC) 

BUD  operates  five  mainframe  systems  in  support  of  the  Office  of  the  Inspector  General,  which 
provides  audit  and  investigative  services  for  the  Department.   In  1993,  the  OIG's  Audit  Support 
Investigative  System  (OASIS)  was  developed,  and  in  1994,  a  Document  Imaging  System  will  be 
implemented.   The  new  system  will  provide  improvements  to  the  OIG's  document  management  systems 
and  procedures  in  the  Central  Records  Unit. 

In  1995,  IPS  will  provide  the  OIG  with  information  services  including  Information 
engineering,  baseline  operations  and  office  automation. 

Administration/Chief  Financial  Officer  (CFO) 

The  Department  operates  and  maintains  32  mainframe  systems  and  several  microcomputer  systems 
in  support  of  the  Department's  centralized  administrative  functions,  which  include  budget, 
finance  and  accounting,  administrative  services,  information  resources  management,  procurement, 
training,  and  productivity  and  management  analysis.   In  1994  and  1995,  the  CFO  and 
Administration  will  be  actively  involved  in  bringing  the  Financial  Systems  Integration  Plan  on- 
line. 

In  1994,  the  Office  of  Administration  will  begin  work  on  the  BUD  Client  Information  and 
Policy  System  (BUDCLIPS).   BUDCLIPS  consists  of  a  bulletin  board  and  full  text  search  and 
retrieval  system  which  will  provide  a  means  to  distribute  directives  electronically  to  all  BUD 
employees  and  clients.   As  a  result,  all  BUD  program  offices  will  be  able  to  communicate  with 
individuals  affected  by  policy  changes  in  a  more  timely,  efficient  and  effective  manner  than  is 
presently  possible.   It  has  been  determined  that  HUDCLIPS  will  save  the  Department  approximately 
$3.6  million  over  the  life  of  the  contract. 
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In  1995,  IPS  will  continue  to  provide  information  services  including  systems  engineering, 
office  automation  and  baseline  operations. 

In  1993,  1994,  and  1995,  funding  is  shown  in  the  CFO  budget  for  Financial  Systems 
Intergration  of  systems  discussed  under  their  primary  users. 

Policy  Development  and  Research  (PDtR) 

HUD  is  in  the  process  of  revolutionizing  many  aspects  of  the  hardware,  software,  and 
information  systems  used  to  electronically  administer,  manage,  and  monitor  its  programmatic 
responsibilities.   This  has  taken  the  form  of  not  only  creating  information  systems  for  new 
initiatives  (such  as  CFS/TRACS),  but  replacing  older,  obsolete  systems  (such  as  PIH-FORHS  and 
MIDLIS)  with  new  systems  (SMIRPB).  An  assessment  of  these  initiatives  points  out  the  important 
role  of  PDtR  in  their  evolution. 

IPS-provided  funds  will  support  PDtR  in  the  design  of  field  monitoring  mechanisms.   Because 
of  limited  staff  and  other  resources,  program  offices  axe  frequently  unable  to  initiate  program 
monitoring  aspects  of  information  systems  until  later  in  the  development  stages.   PDtR  has 
continued  to  play  a  role  in  the  innovative  use  of  HUD's  information  systems  for  the  management 
and  monitoring  of  program  operations  and  delivery  services.   PDtR  provides  an  assessment  of  data 
quality  in  HUD  data  systems  by  independently  reviewing  the  quality  of  information  contained  in 
these  systems,  the  limitations  on  their  use,  and  the  possible  need  for  addition  quality  control 
mechanisms. 

In  199S,  work  will  continue  on  new  and  existing  information  engineering  initiatives. 

Office  of  Federal  Housing  Enterprise  Oversight  (OFHBO) 

The  Office  of  Federal  Housing  Enterprise  and  Oversight  worked  with  IPS  to  establish  office 
automation  capabilities  for  their  new  office.   Plans  for  funding  new  or  continued  information 
services  in  1995  have  not  been  decided. 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

OFFICE  OF  INSPECTOR  GENERAL 

Salaries  and  Expenses 


The  following  material  diEcusBes  the  functions,  workloads,  and  proposed  staffing  levels  for 
the  Office  of  Inspector  General  for  1995. 

APPROPRIATION  HIGHLIGHTS 

The  following  table  summarizes  the  funding  sources  and  personnel  included  in  this  requesti 

BUDGET     CURRENT  INCREASE  ♦ 

ACTUAL   ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1993      1994        1994        1995  1995  vs  1994 
(Dollars  in  Thousands) 

Funds  Available! 

Budget  Authority $36,012  $36,149  $36,115  $36,577  +$462 

Transfers  from  FHA  Fund...  10,148  10, 190  10,190  10,961  +771 

Subtotal $46,160  $46,339  $46,305  $47,538  +1,233 

Other  Transfers i 

Consolidated  Fee  Account..    509  509  509  509  ... 

Subtotal 46,669    46,848      46,814      48,047      +1,233 

Unobligated  Balance 
Budget  Authority! 

Balance  Lapsing -1 ,480 I_:_L       ■  ...      __LL1        . . . 

Total  Obligations 45,189    46,848      46,814      48,047      +1,233 

Outlays  (Net) 33,902    36,383      34,777      36,565 

Full-time  permanent 

appointments-end  of  year.        S36      537        538        S27        -11 

Full-time  Equivalents....        546      541        541        530        -11 

NOTE ■   Full-time  permanent  (FTPs)  appointments  are  estimates  based  on  a 

calculation  of  the  permanent  positions  made  affordable  by  full-time  equivalent  (FTEs) 
employment  ceilings.   They  are  not  control  numbers  and  may  vary  depending  on 
conditions. 

SUMMARY  OF  BUDGET  REQUEST 

The  funding  requeBt  for  1995  is  $48,047  thousand,  a  $1,233  thousand  increase  over  the  1994 
request.   The  1995  funding  increase  consists  of  an  increase  of  $1,626  thousand  for  personal 
services  and  an  overall  decrease  of  $393  thojsand  for  support  costs.   These  changes  are  discussed 
in  detail  later  in  the  justification. 

Staffing  levels  of  527  FTPS  positions,  and  530  FTEs  are  proposed,  which  is  a  decrease  of 
11  FTP  and  of  11  FTEs,  from  the  1994  levels. 
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The  following  table  summarizes  this  request  by  object  class. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  va  1994 

Personal  Services $31,490 

Travel  and  Transportation 

of  Persons 2,544 

Transportation  of  Things 6 

Rent,  Communications  and 

Utilities 3,928 

Printing  and  Reproduction..  40 

Other  Services 6,353 

( ADP  Services ) ( 2 ,  548 ) 

(Selected  Contracts) (3,024) 

Supplies  and  Materials 238 

Furniture  and  Equipment....  588 

Insurance  and  Indemnities..      2 

Total  Obligations 45,189 


CHANGES  FROM  1993  ESTIMATES  INCLUDED  !■  1994  BUDGET 


(Dollars  in  Thousands) 
$31,600     $32,932     $34,553      +$1,626 


7,163 

6,205 

5,865 

-340 

(2,836) 

(2,636) 

(2,702) 

(  +»«) 

(3,503) 

(2,653) 

(2,259) 

(-394) 

291 

291 

288 

-3 

284 

384 

279 

-105 

2 

2 

2 

The  actual  1993  obligations  of  $45,189  thousand  were  $1,480  thousand  less  than  the 
previous  estimate  of  $46,669  thousand.   The  difference  is  due  primarily  to  two  factors!   the 
consolidated  financial  audit  contract  was  negotiated  for  less,  and  the  ADP  services  provided  by 
the  Working  Capital  Fund  cost  less  than  anticipated. 

2.  CHAHGBS  TO  1994  BUDGET  ESTIMATES 

Public  Law  103-124  dated  October  28,  1993,  amended  the  Office  of  Inspector  General's 
appropriation  by  $33  thousand  below  the  budget  estimate.   The  Office  of  Inspector  General 
received  $46,305  thousand  to  carry  out  the  provisions  of  the  Inspector  General  Act  of  1978,  as 
amended,  plus  $509  thousand  from  the  Consolidated  Fee  Account  for  a  total  of  $46,814  thousand. 

3.  ANALYSIS  OF  INCREASES  AND  DECREASES 


1994  1995 
(Dollars  in  Thousands) 

Prior  year  obligations $45,189  $46,814 

Changes  to  staffing  level -807  -499 

Fiscal  year  1995  pay  raise ...  +597 

Fiscal  year  1994  locality  pay  raise +607  +250 

Fiscal  year  1995  locality  pay  raise ...  +304 

Revised  estimates  for  personal  services +1,532  +974 

Change  to  travel  costs +240  +8 

Change  to  rent,  communications  and  utilities +164  +47 

Change  to  training  costs +8  +67 

Change  to  audit  and  general  support  services  costs -371  +36 

Change  to  security  investigations  costs -253  -350 

Change  to  ADP  maintenance  and  services  costs +88  +66 

Change  to  supplies  costs +53  -3 

Change  to  furniture  and  equipment  procurement  costs....  -204  -105 

Other  changes  in  all  other  support  costs +568  -159 

Total  obligations 46,814  48,047 
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There  are  net  increases  of  $1,332  thousand  in  1994  and  an  increase  of  $1,626  thousand  in 
1995  for  personal  services  costs.   These  changes  reflect  the  following  I 

a  decrease  in  1995  of  $499  thousand  is  the  result  of  a  decrease  of  11  FTEs; 

—  the  locality  pay  raise,  effective  in  January  1994,  is  estimated  to  require 
$607  thousand  in  1994  and  an  additional  $250  thousand  in  1995; 

—  the  1995  pay  raise  is  estimated  to  require  $597  thousand,  and  the  1995  locality  pay 
raise  is  estimated  to  require  $304  thousand; 

—  the  increase  of  $1,532  thousand  in  1994  and  $974  thousand  in  1995  reflects  the 
repricing  of  personal  services  based  on  more  recent  staff  cost  and  requirements 
information; 

Support  costs  are  projected  to  increase  by  $293  thousand  during  1994,  and  decrease  by 
$393  thousand  in  1995.   The  changes  result  primarily  from  the  following! 

—  an  Increase  of  $240  thousand  in  1994  and  an  increase  of  $8  thousand  in  1995  for 
travel.   These  changes  reflect  an  increase  in  anticipated  workload,  travel  rates, 
and  training  travel; 

—  an  increase  of  $164  thousand  in  1994  and  $47  thousand  in  1995  for  rent  and 
communications  costs  plus  anticipated  rate  changes  and  additional  requirements  in 
1995; 

an  increase  of  $8  thousand  in  1994  and  an  increase  of  $67  thousand  in  1995 
reflecting  additional  training  needs  for  current  staff; 

a  decrease  in  audit  and  general  support  services  costs  of  $371  thousand  in  1994  and 
an  increase  of  $36  thousand  in  1995  resulting  from  an  expanded  responsibility  for 
annual  audits  of  HUD's  revolving  funds  and  their  consolidation  with  the  Department's 
other  audits  into  a  single  Departmental  report  for  1993,  1994  and  1995,  in 
accordance  with  the  Chief  Financial  Officers  Act; 

—  a  decrease  of  $253  thousand  in  1994  for  security  investigations  due  to  the  decreased 
volume  of  sensitive  ADP  position  requests  processed,  and  a  decrease  of  $350  thousand 
in  1995  due  to  the  transfer  of  the  personnel  security  function  to  the  Office  of 
Administration ; 

—  an  increase  of  $88  thousand  in  1994  and  $66  thousand  in  1995  for  ADP  services,  which 
are  paid  to  the  Working  Capital  Fund,  due  to  inflation; 

—  an  increase  of  $53  thousand  in  1994  and  a  decrease  of  $3  thousand  in  1995  for  supply 
costs.   This  reflects  costs  associated  with  the  purchase  of  all  supplies  and 
materials  needed  by  the  OIG; 

—  a  decrease  of  $204  thousand  in  1994  and  a  decrease  of  $105  thousand  in  1995  for 
furniture  and  equipment  reflecting  the  decreased  need  of  furniture  due  to  our 
purchases  in  1992  and  1993;  and 

—  an  increase  of  $568  thousand  in  1994  and  a  decrease  of  $159  thousand  in  1995  for  all 
other  support  costs,  such  as  printing,  transportation  of  things  and  equipment 
maintenance. 
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4.   CONTRACTS 


This  table  identifies  funding  levels  and  is  followed  by  a  brief  discussion  of  OIG 
contract  requirements. 


BUDGET 

emus 

INCREASE    + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE    - 

1993 

1994 

1994 

1995 

1995  vs    1994 

(Dollars   in 

Thousands) 

$2,228 

$2,592 

$2,000 

$2,052 

+$   52 

703 

708 

450 

a/ 

-   450 

93 

203 

203 

207 

+        4 

3,024 

3,503 

2,653 

2,259 

-   394 

Audit  Services 

Personnel  Security 

General  Support  Services. 
Total 

a/  This  function  and  $350  thousand  will  transfer  to  the  Deportment  in  fiscal  year  1995. 

Audit  Services  consist  of  contracts  and  interagency  agreements) 

—  with  the  Defense  Contract  Audit  Agency  (DCAA),  EPA  and  the  Department  of  Health  and 
Human  Services  (HHS),  who  have  audit  responsibility  for  certain  organizations  and 
universities  with  whom  HDD  has  business; 

—  with  commercial  firms  to  provide  specialized  skills  and  services,  such  as 
appraisers,  inspectors,  tax  and  automated ■ data  processing  specialists,  etc.,  in 
support  of  OIG  activities;  and 

—  with  Certified  Public  Accounting  firms  for  statutory  audits  of  the  financial 
statements  of  various  HDD  programs  under  the  Chief  Financial  Officers  Act. 

Personnel  Security  will  be  transferred  to  the  Office  of  Administration  on  October  1, 
1994.   Along  with  the  transfer  of  the  function  we  are  also  transferring  3  FTBs,  $191  thousand 
from  Personal  Services  and  $350  thousand  from  Other  Services.   These  amounts  have  already  been 
subtracted  from  our  1995  budget  estimate  of  $48,047  thousand. 

General  Support  Services  are  used  to  fund  Interagency  Agreements  with  the  Department  of 
Justice  for  access  to  the  Rational  Crime  Information  Center,  with  the  Department  of  Treasury  to 
assist  in  the  training  of  OIG  personnel  through  the  establishment  of  an  Auditor  Training 
Institute,  and  for  services  with  private  companies  to  obtain  data  and  records  related  to  HUD 
audit  and  investigative  activities. 

EXPLANATION  OF  OBLIGATIONS  BY  OBJECT  CLASS 

A  description  of  the  various  object  classifications  that  ore  used  by  the  Office  of  Inspector 
General  is  provided  on  the  following  pages. 

ORGANIZATION-SPECIFIC    REQUIREMENTS 

The  1995  Budget  estimate  for  the  Office  of  Inspector  General  is  $48,047  thousand,  a 
$1,233  thousand  increase  over  the  1994  Budget  request.   The  1995  Budget  estimate  consists  of 
$34,558  thousand  in  personal  services  (regular  overtime  -  $61  thousand;  authorized  uncontrollable 
overtime  -  $505  thousand;  and  salaries  and  benefits  -  $33,992  thousand)  and  $13,489  thousand  in 
operating  funds  (travel  -  $2,793  thousand;  transportation  -  $49  thousand;  rent,  communications 
and  utilities  -  $4,139  thousand;  printing  -  $74  thousand;  other  services  -  $5,865  thousand; 
supplies  -  $288  thousand;  furniture  and  equipment  -  $279  thousand;  and  insurance  and 
Indemnities  -  $2  thousand).   The  1994  Budget  estimate  is  $46,814  thousand,  consisting  of 
$32,932  thousand  in  personal  services  and  $13,882  thousand  in  operating  funds. 

Specific  information  which  describes  the  fiscal  year  1995  budget  request  is  detailed  below. 
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Personal  Services. 


ACTUAL 
1993 

BUDGET      CURRENT 
ESTIMATE     ESTIMATE    ESTIMATE 
1994         1994        1995 

INCREASE  + 
DECREASE  - 
1995  vs  1994 

$31,490 

(Dollars  in  Thousands) 
$31,600      $32,932     534,558 

+1,626 

The  funding  request  for  personal  services  in  1995  is  $34,558  thousand,  an  increase  of 
$1,626  thousand  over  the  1994  estimate  of  $32,932  thousand.   The  requested  funding  increase  for 
1995  includes  $450  thousand  for  COLAs,  projected  promotions  and  within-grade  increases.   A 
staffing  level  of  530  FTEs  represents  a  decrease  of  11  FTBs  under  the  1994  staffing  level.   The 
proposed  funding  level  also  includes  an  allowance  for  authorized  uncontrollable  overtime  expenses 
for  investigative  personnel  which  approximates  $550  thousand. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DBCREASE  - 

1993 

1994 

1994 

1995 

1995  VB  1994 

(Dollars  in  Thousands) 

Travel $2,544     $3,184      $2,784      $2,793        +$9 

Office  of  Inspector  General  staff  travel  extensively  to  carry  out  their  audit  and 
investigative  responsibilities.   Audit  staff  travel  to  program  participant  and  contractor  offices 
to  perform  project  audits,  contract  audits,  evaluations  of  pricing  proposals,  and  financial 
audits.   Investigation  staff  also  require  extensive  travel  to  interview  witnesses  and  subjects  of 
investigations,  and  to  examine  records.   In  order  to  maximize  travel  dollars  and  reduce  travel 
time,  OIG  staff  are  located  at  43  locations  nationwide. 

The  1995  request  is  for  $2,793  thousand,  a  increase  of  $9  thousand  over  the  1994  Budget 
estimate  of  $2,784  thousand.   The  1995  budget  request  consists  of  $163  thousand  for  training  and 
conference  travel,  and  $2,620  thousand  for  program  execution  travel.   The  remaining  $10  thousand 
is  for  miscellaneous  travel  related  to  audit  and  investigative  activities. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  VB  1994 

(Dollars  in  Thousands) 

Transportation  of  Things . .       $6  $50         $50        $49         -$1 

This  classification  of  expense  includes  the  cost  of  reimbursement  to  Office  of  Inspector 
General  personnel  who  are  authorized  the  movement  of  household  effects  or  house  trailers  when 
these  personnel  are  transferred  from  one  permanent  duty  station  to  another. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Rent,  Communications  and 
Utilities $3,928      $4,199      $4,092      $4,139       +$47 

The  funds  under  this  object  classification  provide  for  all  rental  costs,  both  space  and 
equipment,  as  well  as  communication  services  and  utilities.   The  1995  request  is  for 
$4,139  thousand,  an  increase  of  $47  thousand  above  the  1994  estimate  of  $4,092  thousand.   The 
three  largest  items  are  space  rental  ($3,418  thousand),  local  and  long  distance  telephone  service 
($217  thousand)  and  postal  services  ($351  thousand).   A  budget  amendment  is  being  proposed  to 
reduce  GSA  space  rental  payments  by  $150  thousand,  this  reduction  is  net  included  in  the  1995 
estimate. 
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BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 
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(Dollars  In  Thousands) 

Printing  and  Reproduction. .     $40       $74  $74       $74 

The  funds  Included  in  this  object  class  are  for  the  cost  of  printing  and  reproduction 
services,  and  related  composition  and  binding  operations  performed  by  or  through  the  Government 
Printing  Office  (GPO).   The  Inspector  General's  Semiannual  Report  to  Congress  is  also  covered 
under  this  object  classification. 

BUDGET      CURRENT  INCREASE  ♦ 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE  DECREASE  - 

1993        1994         1994        1995  1995  vs  1994 
(Dollars  in  Thousands) 

Other  Services $6,353      $7,163      $6,205      $5,865       -$340 

A  multitude  of  activities  is  funded  under  this  object  of  expense.   The  more  significant 
activities  supported  by  these  funds  include  professional  training  and  development  of  OIG  staff 
personnel  ($367  thousand);  audit  services  ($2,052  thousand);  general  support  activities 
($295  thousand);  reimbursements  to  the  Department  for  administrative  support  services 
($377  thousand);  and  ADP  maintenance  and  services  ($2,702  thousand).   The  1995  Budget  request  is 
a  net  decrease  of  $340  thousand  below  the  1994  current  estimate.   This  decrease  is  due  to  the 
transfer  of  personnel  security  investigations  to  the  Department. 

Audit  services  include  the  cost  of  audits  performed  for  HUD  by  commercial  firms  or  States, 
or  on  a  reimbursable  basis  by  other  Federal  agencies — such  as  the  Department  of  Health  and  Human 
Services  (HHS),  EPA  and  the  Defense  Contract  Audit  Agency  (DCAA) — in  instances  where  it  is  more 
economical  and  efficient. 

These  funds  are  also  used  for  the  purchase  of  goods  and  services  where  source  identity  or 
investigative  techniques  require  confidentiality  and  normal  procurement  procedures  might  expose 
that  confidentiality,  such  as  during  an  undercover  investigation.   In  addition,  the  OIG  has  an 
interagency  agreement  with  the  Department  of  Justice  for  access  to  the  National  Crime  Information 
Center  (HCIC)  for  data  related  to  HUD  audit  and  investigative  activities. 

Funds  are  also  allocated  to  support  automated  data  processing  (ADP)  services  which  are 
provided  on  a  reimbursable  basis  through  the  Department's  working  Capital  Fund.   The  OIG's  office 
automation  is  included  in  ADP  services  as  well  as  hardware  and  software  requirements.   The  1995 
estimate  reflects  an  increase  of  $66  thousand  for  inflation. 

Other  funds  in  this  object  class  include  amounts  for  the  professional  training  of  OIG 
personnel,  furniture  and  equipment  maintenance,  visual  arts  services,  the  OIG's  share  of  HUD 
building  operations  costs,  and  other  miscellaneous  contractual  requirements. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Supplies  and  Materials $238       $291         $291      $288        -$3 

Funds  budgeted  under  this  category  of  expense  cover  costs  associated  with  the  purchase  of 
office  supplies;  training  supplies;  computer  and  associated  supplies;  subscriptions  to 
professional  magazines,  publications  and  research  materials;  and  other  items  that  are  consumed  or 
expended  generally  within  1  year  after  purchase. 
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The  1995  request  of  $288  thousand  is  a  net  decrease  of  $3  thousand  under  the  1994  estimate 
of  $291  thousand.   The  requested  funding  level  includes  ADP  supplies  ($80  thousand);  office 
supplies  ($120  thousand);  other  supplies  ($55  thousand);  training  supplies  ($2  thousand); 
subscriptions  ($7  thousand);  building  supplies  ($2  thousand);  and  reimbursement  to  the  Department 
for  supplies  ($24  thousand).   OIG's  actual  reimbursement  to  the  Department  is  estimated  to 
increase  $1  thousand  over  the  1994  estimated  amount. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUM. 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Furniture  and  Equipment $588       $284        $384       $279        -$105 

The  1995  request  of  $279  thousand  is  a  net  decrease  of  $105  thousand  over  the  1994  estimate 
of  $384  thousand.   Included  in  this  object  class  are  modular  furniture,  standard  furniture  and 
fixtures,  ADP  equipment,  and  general  office  equipment. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

(Dollars  in  Thousands) 

Insurance  and  Indemnities..      $2         $2  $2         $2  ... 

This  category  provides  for  payments  made  for  or  related  to  the  repair  or  replacement  of 
property  (including  loss  by  theft)  or  for  personal  injury  deemed  by  law  or  regulation  to  be  the 
responsibility  of  the  OIG.   This  would  normally  include  loss  or  damage  of  personal  property  being 
used  for  the  benefit  of  the  government. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Office  of  Inspector  General  is  the  Department's  focal  point  for  independent  review 
of  the  integrity  of  Departmental  operations  and,  therefore,  is  the  central  authority  concerned 
with  the  quality,  coverage,  and  coordination  of  the  audit  and  investigation  services  of  the 
Department.   In  directing  these  review  activities,  the  Inspector  General  emphasizes  both  the 
detection  and  prevention  aspects  of  these  services  as  a  tool  of  management  within  a  comprehensive 
Departmental  effort  to  attain  improved  management  effectiveness.   The  Office  of  Inspector  General 
has  authority  to  inquire  into  all  program  and  administrative  activities  of  the  Department  and  the 
related  activities  of  all  parties  performing  under  contracts,  grants,  or  other  agreements  with 
the  Department.   These  inquiries  may  be  in  the  nature  of  audits,  investigations,  or  such  other 
reviews  as  may  be  appropriate  in  the  circumstances. 

2.  WORKLOAD 

The  principal  workload  of  the  Office  of  Inspector  General  consists  of  audits, 
investigations  and  program  integrity  activities.   The  Inspector  General  Act  of  1978  and 
Amendments  of  1988  require  the  Inspector  General  to  conduct,  supervise,  coordinate,  and  provide 
policy  direction  for  audits  and  investigations  relating  to  Departmental  programs  and  operations; 
and  to  promote  economy  and  efficiency  in  the  administration  of,  or  prevent  and  detect  fraud  and 
abuse  in,  HUD  programs  and  operations. 

In  mid-1994  the  OIG  implemented  a  new  initiative,  Operation  Safe  Home.   Operation  Safe 
Home  is  geared  to  reducing  three  major  types  of  criminal  activity  that  undermines  HUD  programs i 
violent  crime  in  public  housing;  fraud  in  public  housing  authorities;  and  equity  skimming  in 
mult if  ami! y  insured  housing.   Operation  Safe  Home,  which  entails  the  coordinated  efforts  of 
Federal  agencies,  was  announced  at  a  February  4,  1994  White  Bouse  press  conference  by  the  Vice 
President,  the  Secretary  of  HUD,  the  Secretary  of  the  Treasury,  the  Attorney  General,  and  the 
Director  of  Drug  Policy. 
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EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  Office  of  Inspector  General  staffing  level  for  fiscal  year  1995  is  530  FTBs,  11  FTEs 
less  than  fiscal  year  1994.   The  1995  FTEs  of  530  includes  1  FTB  for  other  than  full-time 
permanent  (ORFTP)  positions.   These  requested  staff  resources  relate  directly  to  the  OIG's 
ability  to  fulfill  its  legislated  mission  and  to  continue  and  expand  its  most  recent  program 
initiatives  concerning  the  early  detection  and  correction  of  significant  problems  in  major 
Departmental  program  areas.   The  following  is  a  suanary  of  the  OIG  staffing  request) 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS 

FPIX-TIMB    PERMANENT   APPOINTMENTS 


Headquarters. 

Field 

Total 


Headquarters 

Field 

Total 

SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

GRADE  1993         1994 1995 

BO   FIELD   TOTAL     HO   FIELD    TOTAL    HQ    FIELD   TOTAL 

Bxecutive  Level 1  l      l  l     l  l 

BS-6 1  11  11  i 

BS-5 2  2  2  2  2  2 


GS/GM-15 

GS/GM-14 

GS-13  and  below 

Total  Pull-Time 
Permanent  Appointments 

Pull-Time  Equivalent 
Employment 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

125 

117 

132 

128 

-  4 

411 
536 

420 
537 

406 
538 

399 
527 

-  7 
-11 

FULL-TIME  EQUIVALENT  EMPLOYMENT 

BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

126 

117 

132 

128 

-  4 

420 
546 

424 

541 

409 
541 

402 
530 

-  7 
-11 
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OFFICE  OF  INSPECTOR  GENERAL  EMPLOYMENT 

The  following  tables  indicate  the  distribution  of  full-time  permanent  positions  and  PTFs  for 
the  organizations  within  the  Office  of  Inspector  General  and  are  followed  by  a  discussion  of  the 
functions  and  staffing  requirements  for  each  of  those  organizations. 

FULL-TIME  PERMANENT  APPOINTMENTS 

BUDGET      CURRENT  INCREASE  ♦ 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE     DECREASE  - 
1993        1994         1994        1995      1995  vs  1994 

Immediate  Office  of  the 

Inspector  General 6  9  10  a/      10         ... 

Counsel ...        ...  4  4         ... 

Audit 357        357         349        342         -  7 

Headquarters (45)       (40)        (S3)  b/    (52)       (-  1) 

Tield (312)      (317)       (296)      (290)       (-  6) 

Investigation 124        126         134        131         -  3 

Headquarters (25)       (23)        (24)       (22)       (-2) 

Field (99)      (103)       (110)      (109)       (-  1) 

Management  and  Policy 49  45  41  40  -   1 

Total    Full-Time   Permanent 
Appointments,    End  of 
year 536  537  538  527  -11 

Headquarters (125)      (117)        (132)      (126)       (-  4) 

Field (411)      (420)       (406)      (399)       (-7) 

FULL-TIME  EQUIVALENT  EMPLOYMENT 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE     DECREASE  - 
1993       1994        1994       1995     1995  vs  1994 
Immediate  Office  of  the 
Inspector  General 6.0        9.0         10.0  a/     10.0  ... 

Counsel 4.0         4.0 

Audit 366.0      360.0        351.0       344.0        -  7.0 

Headquarters (45.0)      (40.0)       (53.0)  b/    (52.0)      (-  1.0) 

Field (321.0)     (320.0)      (298.0)      (292.0)      (-  6.0) 

Investigation 124.0      127.0        135.0       132.0        -3.0 

Headquarters (25.0)      (23.0)        (24.0)       (22.0)       (-2.0) 

Field (99.0)     (104.0)       (111.0)      (110.0)       (-  1.0) 

Management  and  Policy 50.0       45.0         41.0        40.0        -  1.0 

Total  FTE  Employment 546.0      541.0        541.0       530.0        -11.0 

Headquarters (126.0)     (117.0)      (132.0)      (128.0)       (-4.0) 

Field (420.0)     (424.0)      (409.0)      (402.0)       (-7.0) 

a/  This  increase  is  due  to  staff  being  reassigned  to  the  Immediate  Office  to  conduct  a 
special  project  that  will  be  completed  in  1996. 

b/  The  increase  in  Headquarters  staff  is  due  to  the  closing  of  our  National  Review  Center, 
also  due  to  establishing  an  ADP  audit  function.   Staff  was  transferred  to  the  Department 
and  OIG  Headquarters. 
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The  OIG  proposes  a  1995  staffing  of  527  full  tlii  permanent  employees  and  530  FTEs, 
representing  a  decrease  of  11  FTSs  under  the  1994  current  levels.   These  decreases  are  in 
accordance  with  the  Executive  Order  of  February  10,  1993. 

1.       IMMEDIATE    OFFICE    OF    THE    INSPECTOR  GENERAL 


BUDGET 

CURRENT 

INCREASE  ♦ 

actual 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Permanent 

Appointments,  End  of  Tear...      C  9  10         10  ... 

Full-Time  Equivalents 6.0        9.0        10.0       10.0  ... 

The  Inspector  General  reports  directly  to  the  Secretary  and  has  authority  to  inquire  into 
all  program  and  administrative  activities  of  the  Department.   The  inquiries — which  are 
accomplished  through  a  comprehensive  plan  of  selected  audits,  investigations,  surveys,  reviews, 
and  security  services — are  designed  to  provide  constructive  advice  for  Departmental  management, 
to  promote  economy  and  efficiency  in  the  administration  of  HDD  programs,  and  to  prevent  and 
detect  fraud  and  abuse  in  HDD  programs  and  operations. 

In  1994  staff  was  reassigned  to  this  office  in  order  to  participate  in  the  ADP  special 
project  that  will  increase  the  efficiency  of  the  OIG.   This  project  is  expected  to  be  completed 
in  1996,  and  at  that  time  the  staff  will  be  transferred  back  to  their  respective  organizations. 

2.   OFFICE  OF  COUNSEL 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Permanent 
Appointments,  End  of  Tear...     ...        ...  4  4  ... 

Full-Time  Equivalents ...        ...        4.0        4.0  ... 

In  fiscal  year  1994  the  Inspector  General  established  the  OIG  Office  of  Counsel  which  is 
responsible  for  independently  providing  the  full  range  of  professional  legal  services  and  advice 
with  respect  to  the  formulation,  coordination,  revision  and  execution  of  the  entire  OIG  program. 

3.   OFFICE  OF  AUDIT 

a.   Employment  and  Responsibilities 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

1995  vs  1994 

Full-Time  Permanent 

Appointments,  End  of  Tear....    357  357        349       342  -7 

Headquarters (45)  (40)       (53)      (52)  (-1) 

field (312)  (317)  (296)  (290)  (-6) 

Full-Time  Equivalents 366.0      360.0      351.0      344.0      -7.0 

Headquarters (45.0)      (40.0)      (53.0)     (52.0)     (-1.0) 

W«M (321.0)     (320.0)     (29B.0)    (292.0)     (-6.0) 

The  Office  of  Audit  is  responsible  for  planning  and  conducting  audits  of  Departmental 
activities,  including!  (a)  HUD  Headquarters,  n~j<~—  i  and  Field  Office  operations, 
(b)  Departmental  programs  and  initiatives,  and  (c)  contractors  and  other  entities  doing  business 
with  the  Department.   The  Office  of  Audit's  workload  is  divided  Into  three  general  categories. 
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1.  Internal  Audita  -  Internal  audita  (also  known  as  operational  audits,  program  audits, 
performance  audits,  or  management  reviews)  axe  reviews  of  selected  HUD  administrative 
and  program  operations  to  evaluate  efficiency  and  effectiveness.   Audits  are  often 
directed  at  determining  whether  management  controls  are  adequate  and  effective  in 
minimizing  program  risks.   Internal  audits  are  also  conducted  to  evaluate  the 
effectiveness  of  programs  or  activities  in  achieving  objectives  and  anticipated  results. 

2.  External  Audits  -  External  audits  are  independent  reviews  of  the  records  and  performance 
of  organizations  or  entities  (program  participants)  receiving  financial  assistance  or 
benefit  from  the  Department,  such  as  grant  recipients,  insured  multifamily  housing 
project  owners  and  agents,  mortgage  lenders  and  borrowers,  contractors,  and  nonprofit 
program  sponsors.   The  audits  are  a  means  of  ascertaining!  (1)  the  degree  of  compliance 
with  applicable  statutes,  regulations,  and  the  terms  and  conditions  of  agreements  under 
which  Federal  funds  or  other  benefits  are  made  available;  (2)  the  appropriateness  of  the 
disposition  of  funds  granted,  loaned,  or  claimed;  and/or  (3)  participant  performance  and 
results. 

3.  Advisory  and  Assistance  Services  -  This  category  of  audit  activity  includes ■ 
(1)  performance  of  program  research;  (2)  technical  advice  and  assistance  to  HUD 
management  on  programs  and  systems;  (3)  quality  control  reviews  of  non-Pederal  audits  of 
HUD  program  activities;  (4)  resolution  of  audit  findings;  (5)  assistance  to  U.S. 
Attorneys  in  developing  criminal  and  civil  cases  for  prosecution;  (6)  reviews  of  hotline 
and  other  complaints;  (7)  joint  efforts  with  the  Office  of  Investigation  or  program 
officials  to  detect  or  prevent  fraud;  and  (B)  other  requests  for  information  or 
assistance  from  audit  clients  in  the  Department,  the  Office  of  Management  and  Budget 
(OMB),  the  Congress  or  the  public. 

OIG'S  "audit  universe"  is  large  and  diverse,  includingi   FHA's  $348  billion  of  housing 
insurance  in  force  and  $14  billion  of  property  and  other  assets;  $422  billion  of  mortgage-backed 
securities  and  $6.3  billion  of  property  and  other  assets  in  GMMA;  tens  of  billions  of  dollars  of 
housing  subsidies  to  provide  4.8  million  persons  with  decent,  safe  and  affordable  housing; 
billions  of  dollars  of  operating,  modernization  and  social  service  funding  to  over  3,300  public 
housing  authorities;  billions  of  dollars  of  grant  funding  to  address  community  needs  for 
development,  housing  and  elimination  of  homelessness;  and  over  one  billion  dollars  of  internal 
HOD  operating  expense  to  support  12,300  staff  in  81  offices,  as  well  as  a  contracted  services 
support  capacity  estimated  at  an  additional  5,000  persons.   In  total  there  are  an  estimated 
45,000  entities  participating  in  the  delivery  of  HUD  programs.   Bach  of  them  is  a  potential 
subject  for  an  OIG  audit. 

b.   Workload 

Our  Semiannual  Reports  to  the  Congress  continue  to  show  significant  results  in  terms  of 
identifying  management  control  weaknesses,  detecting  and  deterring  program  fraud  and  abuse,  and 
recommending  Improvements  to  HUD's  program  delivery  and  operations.   The  following  are  some 
traditional  OIG  workload  indicators  and  performance  measures  related  to  our  fiscal  year  1993 
audit  activities. 


Dnnau 

AUDIT 

REPORTS 
ISSUED 

11  HIHHATi 
AUDIT 
REPORTS 
ISSUED 

CASH 
RECOVERIES 

COST 

EFTICLKHCIES 
REALIZED 

TOTAL 
SAVINGS 

suspnsioas/ 

DEBARMENTS   OF 
PERSONS /FIRMS 
DOUG   BUSINESS 
WITH   HUD 

42 

149 

$62,333,531 

$19,738,160 

$82,071,691 

38 
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OIG'a  organizational  goal  is  to  be  *an  agent  of  positive  program  change*  for  HDD.   In 

addition  to  the  more  traditional  measures  of  OIG  workload  and  performance,  we  are  working  to 

develop  other  measures  of  our  resource  use  and  benefits  to  the  Department,  as  required  by  the 
Government  Performance  and  Results  Act. 

The  Office  of  Audit's  long-range  audit  strategy  provides  for  an  allocation  of  the  above 
requested  audit  resources  to  efforts  which  will  assist  HUD  management  in  improving  the  delivery 
and  results  of  its  programs  in  an  era  of  governmentwide  budget  constraints.   BUD  is  currently 
faced  with  systemic  data  systems  and  resource  management  problems,  continued  material  internal 
control  weaknesses  in  many  established  program  areas,  and  a  general  inability  to  effectively 
monitor  and  enforce  an  increasing  number  of  critical  program  functions  fulfilled  through  outside 
entities.   In  this  environment,  HUD  management  is  challenged  to  'reinvent*  the  way  it  pursues  its 
mission  and  conducts  its  business.   To  better  serve  HDD  management  in  meeting  this  challenge,  we 
have  restructured  our  audit  operations  and  developed  plans  to  provide i  (1)  a  greater  level  of 
"up-front*  program  analysis  and  advisory  and  assistance  services  in  correcting  HDD's  longstanding 
systemic  and  program  problems;  (2)  targeted  internal  audits  of  existing  programs  and  operations 
with  an  eye  towards  identifying  alternative  approaches  to  achieving  program  objectives'  (3)  a 
continued  heavy  external  audit  emphasis  on  high  risk  HDD  program  participants  as  a  supplement  to 
HDD  program  staff  efforts;  and  (4)  contrasting  reviews  of  good  and  poor  program  performers  to 
identify  possible  ways  of  improving  overall  program  performance. 

In  consideration  of  the  audit  environment  and  objectives  described  above,  our  fiscal  years 
1994  and  1995  audit  plans  target  the  below  listed  major  areas  of  emphasis  where  we  believe  our 
audit  services  will  be  of  greatest  value  to  the  Department  over  the  next  several  years. 

•   Internal  audit  work  which  is  largely  limited  to  providing  new  information  and 
alternative  approaches,  in  the  following  areas i 

—  Assessments  of  the  adequacy  of  management  plans  and  actions  on  the  "top  10  problems" 
facing  the  Department.   These  aret 

—  Management  Environment; 
Data  Systems; 
Resource  Management; 
Multifamily  loan  Servicing; 

—  FHA  Asset  Management; 

—  PHA  Management; 

—  CDBG  Program  Benefits; 

—  Section  8  Program  Budgeting  and  Accounting; 

—  GHMA  Contract  Administration;  and 

—  Hew  Program  Implementation. 

—  material  wmirnwan  corrective  action  verification  reviews  in  established  programs  to 
assure  that  previously  acknowledged  problems  have  in  fact  been  effectively 
corrected. 

—  Management  reviews  of  HDD's  regional  and  field  office  operations  to  ensure  HDD's 
limited  resources  are  effectively  deployed  to  timely  deliver  HDD  programs,  achieve 
reasonable  program  goals,  and  minimize  program  risks. 

—  Reviews  of  the  economy,  efficiency  and  effectiveness  of  existing  ADP  support  for 
managing  major  HDD  organizations  and  programs,  with  monitoring  of  the  adequacy  of 
short- and  long-range  ADP  systems  improvement  plans. 

—  Phased-in  performance  of  HDD's  financial  statement  audit  with  in-house  audit 
resources,  in  lieu  of  contractors. 

—  Reviews  of  Departmental  efforts  to  provide  essential  "performance 
measurement"  and  "program  enforcement. * 
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—  Assignments  to  "prosctively"  research  and  survey  the  adequacy  of  efforts  to  design 
and  implement  new  program  enacted  by  the  National  Affordable  Housing  Act  of  1990, 
the  Bousing  and  Community  Development  Act  of  1992,  and  other  more  recent  program 
initiatives  of  the  new  Administration  and  Congress. 

e   Leadership  and  support  for  Operation  Safe  Borne  -  a  joint  effort  with  our  Office  of 

Investigation,  the  Department  of  Justice  and  other  Federal  agencies,  to  target  and  pursue 
various  investigative,  legal  and  programmatic  actions  to  deter  costly  and  destructive 
violent  and  white  collar  crimes  (bribery,  embezzlement,  bid-rigging,  etc.)  in  public 
housing  authorities,  as  well  as  "equity  skimming*  in  insured  multifamily  housing 
projects. 

e   Increased  -advisory  and  assistance-  efforts  which  utilize  our  staff  expertise  and 

resources  to  work  jointly  with  management  in  identifying  effective  solutions  to  the  many 
problems  raised  in  prior  audit  efforts. 

e   Continued  heavy  emphasis  on  external  audita  of  high  risk  program  participants  in  the 
following  areas,  as  a  supplement  to  BUD  program  staff  effortsi 

—  Insured  Multifamily  Housing  Project  Operations  and  Management  Agents; 

—  Public  Bousing  Authority  (PHA)  Operations  and  Modernization; 

—  Section  8  Program  Administration  by  PHAs  and  Project  Owners; 

—  Insured  Single  Family  Housing  Mortgage  Origination  and  Servicing; 

—  HUD-Held  Single  Family  Property  Sales  Closing  Agents; 
State  Bousing  Finance  Agency  Program  Participation; 
Community  Development  Block  Grant  Recipients; 

BOME  Program  Grant  Recipients ; 
Homeless  Program  Providers; 

—  Technical  Assistance  Providers  to  Various  HUD  Programs;  and 

—  Special  Project  Grants  Directly  Appropriated  by  Congress. 

Studies  and  contrasts  of  good  and  poor  performing  participants  in  various  program  areas,  to 
assist  BUD  management  in  identifying  ways  to  improve  overall  performance. 

In  all  our  audit  work,  we  will  strive  to  support  Bational  Performance  Beview  objectives,  and 
the  Secretary's  -overarching  program  goals-  by  looking  for  opportunities  or  needs  toi 

e  Simplify  or  streamline  programs; 

e  Provide  greater  local  flexibility; 

e  Strengthen  performance  measurement  and  accountability;  and 

e  Provide  appropriate  and  effective  program  enforcement. 

In  addition,  an  overarching  objective  of  the  OIG  is  to  help  Federal  policy  makers  assess 
risks  and  benefits  of  resource  allocations  to  allow  them  to  set  priorities  which  maximize 
achievement  of  programmatic  objectives  while  minimizing  financial  risks  to  the  taxpayer. 

4.   OFFICE  OF  IHVESTIGATIOH 

a.   Employment  and  Responsibilities 


Full-Time  Permanent 

Appointments,  End  of  Tear. 

Headquarters 

Field 

Full-Time  Equivalents 

Beadquarters 

Field 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 
126 

1994 

1995 

1995  vs  1994 

124 

134 

131 

-  3 

(25) 

(23) 

(24) 

(22) 

(-  2) 

(99) 

(103) 

(110) 

(109) 

(-  1) 

124.0 

127.0 

135.0 

132.0 

-  3.0 

(25. 0) 

(23.0) 

(24.0) 

(22.0) 

(-  2.0) 

(99.0) 

(104.0) 

(111.0) 

(110.0) 

(-  1.0) 
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The  Office  of  Investigation  is  responsible  for  tbe  development  and  implementation  of  the 
Department's  investigative  activities.   These  activities  are  performed  by  personnel  located  at 
HOD  Headquarters  and  in  Field  Offices.   The  Office  initiates  investigations  of  possible 
violations  of  laws  or  regulations  in  the  administration  of  HOD  programs  and  activities  or 
misconduct  on  the  part  of  HOD  employees.   These  include  investigations  of  possible  criminal 
violations  for  criminal  and/or  civil  prosecution  by  the  Department  of  Justice  and  investigations 
of  program  ircegularlties  for  civil  and/or  administrative  actions  by  HOD.   In  carrying  out  these 
responsibilities,  the  Office  of  Investigation  works  very  closely  with  other  Federal  agencies  and 
State  and  local  law  enforcement  officials,   numerous  successful  investigations  have  occurred 
because  of  the  combined  efforts  of  more  than  one  investigative  agency.   These  efforts  not  only 
intensify  the  investigation,  bat  can  broaden  the  scope  of  the  inquiry  and  jurisdictional  range  of 
potential  violations. 

The  Office  of  Investigation  is  divided  into  a  Headquarters  function  and  field  operations. 
The  Headquarters  function  performs  a  control  and  quality  assurance  role  and  directs  the 
activities  of  ten  Regional  Offices  and  a  Headquarters  Operations  Division.   The  Regional 
Inspectors  General  for  Investigation  (RIG1)  are  responsible  for  conducting  investigations, 
referring  allegations  to  prosecutors  (Federal,  state,  and  local)  and  assisting  the  activities  of 
special  agents  in  their  respective  Regions. 

b.   Workload 

Our  Semiannual  Report  to  tbe  Congress  continues  to  show  significant  results  from  our 
investigative  efforts.  Tbe  following  is  a  summary  of  our  investigative  results  for  the  fiscal 
year  ending  September  30,  1993. 


467 


375 


$26,378,073 


$923,303 


$1,109,676 


74 


122 


During  fiscal  year  1993,  oar  resources  were  focused  on  fraud  through  the  submission  of  false 
statements  to  obtain  Federal  assistance.  Tbe  majority  of  the  problems  in  the  Single  Family 
Programs  have  been  with  loan  origination,  strawbuying,  and  equity  skimming.  The  primary  offenders 
were  real  estate  investors,  speculators,  and  brokers.  We  also  investigated  public  housing 
agencies /Indian  bousing  authorities  in  addition  to  the  Community  Development  Block  Grant  Program, 
where  the  foremost  problem  was  Inadequate  controls  by  management,  resulting  in  crimes  such  as 
embezzlement. 


During  the  first  two  quarters  of  fiscal  year  1994,  we  continued  to  focus  our  resources  in 
the  Single  Family  Program  problem  areas  with  the  greatest  potential  for  return  (indictments, 
monetary  recovery,  administrative  sanctions),  we  also  continued  to  be  substantially  involved  in 
task  force  operations  with  the  FBI  and  other  Offices  of  Inspector  General.  During  the  first 
quarter  of  fiscal  year  1994,  the  Office  of  Management  and  Policy  transferred  the  responsibility 
for  maintaining  the  HUD  Hotline  system  to  the  Office  of  Investigation.   This  system  is  a  primary 
source  for  receiving,  processing  and  following  up  on  allegations  of  fraud,  waste  and 
mismanagement  in  HOD  programs. 


Due  to  the  initiation  of  a  new  program,  'Operation  Safe  Home,*  the  last  two  quarters  of 
fiscal  year  1994  and  the  entire  fiscal  year  199S  will  be  greatly  affected  in  their  workloads. 
The  new  initiative,  which  was  announced  in  February  1994  by  Secretary  Cisneros,  Vice  President 
Gore,  the  Secretary  of  Treasury,  and  the  Attorney  General,  will  attempt  to  combat  criminal 
activity  in  public  and  assisted  boosing,  as  well  as  pursue  action  against  owners  of  private,  HOD- 
insured  multi family  housing  who  illegally  divert  project  resources.  These  efforts  will  include 
coordination  of  law  enforcement  and  crime  prevention  operations  at  targeted  sites  throughout  the 
United  States. 
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Accordingly,  the  Office  of  Investigation  will  be  focusing  the  majority  of  its  resources 
during  the  next  several  years  in  support  of  "Operation  Safe  Home." 

The  following  table  indicates,  by  category,  the  number  of  investigative  cases  opened  in  1993 
and  estimated  for  1994  and  1995. 


CASES  OPENED 


Administration 

False  Statements 

Wage  Violations 

HUD  Personnel 

False  Advertisement 

Construction  Violations 

Theft 

Charter  and  Contractual  Violations 

FHA  Title  I 

Hatch  Act 

Conflict  of  Interest 

Bribery 

Embezzlement 

Kickbacks 

Civil  Rights 

Organized  Crime 

Total 


INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1995 

1995  VB  1994 

31 

15 

10 

-5 

391 

1 

52 

350 

300 

-50 

30 

20 

-10 

+  10 
+20 
+40 
+30 

♦  10 
+55 


OFFICE  OF  MANAGEMENT  AND  POLICY 

a.   Employment  and  Responsibilities 


BUDGET 
ACTUAL    ESTIMATE 
1993       1994 


CURRENT 

ESTIMATE 
1994 


ESTIMATE 
1994 


.:CPEASE  + 

I   REASE  - 

1995  VB  1994 


Full-Time  Permanent 

Appointments,  End  of  Year. 
Full-Time  Equivalents 


The  Office  of  Management  and  Policy  (OMAP)  provides  OIG-wide  administrative  support  in  areas 
such  as  budget  and  financial  management,  personnel  management,  employee  training,  internal  policy 
development,  ADP  and  automated  office  support  services,  and  records  management.   In  fiscal  year 
1995  the  Office  of  Management  and  Policy  plans  to  improve  its  administrative  support  to  the  OIG 
in  the  areas  of  training,  ADP  services  and  internal  evaluations. 


b.   Workload 

In  fiscal  year  1995,  OMAP  will  continue  to  be  the  OIG  focal  point  for  streamlining 
operations,  policies  and  procedures  as  well  aB  other  initiatives  stemming  from  Executive  Orders 
and  the  Rational  Performance  Review  Report.   OMAP  has  the  lead  for  establishing  OIG  performance 
measures,  and  implementing  a  customer  satisfaction  program. 

OMAP  is  also  responsible  for  the  OIG  quality  assurance  program.  The  program,  aB  currently 
designed,  calls  for  three  Regions  (Atlanta,  Boston,  and  Seattle)  to  be  evaluated  in  fiscal  year 
1995. 

The  Office  will  also  continue  to  coordinate  and  analyze  a  large  number  of  HUD  directives, 
regulations  and  legislative  proposals  as  required  by  the  Inspector  General  Act  of  1978,  as 
amended. 
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PROCUREMENT  MANAGEMENT  CONTROLS  AND  THE  ACCURACY  OF  DATA 
SUBMITTED  TO  THE  FEDERAL  PROCUREMENT  DATA  SYSTEM  ( FPDS ) 

Section  307(b)  of  the  Supplemental  Appropriations  Act  of  1980  requires  each  Inspector 
General  to  submit  to  Congress  (along  with  the  Agency's  Budget  Justification)  a  report  on  the 
progress  of  the  Agency  in  establishing  effective  procurement  management  controls  and  improving 
the  accuracy  and  completeness  of  the  information  provided  to  the  Federal  Procurement  Data  System 
(FPDS)  on  contracts  for  consulting  services. 

During  fiscal  year  1993,  the  Inspector  General  completed  an  evaluation  of  controls  over 
HUD's  use  of  Advisory  and  Assistance  Services  (AAS).   HUD's  automated  system  reported  196 
Advisory  and  Assistance  Services  procurement  actions  during  fiscal  year  1993,  with  obligations 
totaling  $84  million.   The  report  indicates  that  HUD's  management  controls  over  AAS  procurement 
were  generally  adequate. 

All  of  the  contracts  sampled  were  in  compliance  with  Federal  reporting  requirements.   A 
comparison  between  information  reported  to  FPDS  and  information  contained  in  the  Office  of 
Procurement  and  Contracts  (OPC)  management  information  system  showed  that  all  contracts  were 
appropriately  reported.   Additionally,  during  fiscal  year  1993,  OPC  implemented  an  automated 
system  modification  that  provides  for  automated  matching  between  FPDS  reported  contract 
information  and  OPC's  automated  system  to  ensure  agreement  between  the  two  systems. 


80-344O-94-31 
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OFFICE  OF  FEDERAL  HOUSING  ENTERPRISE  OVERSIGHT 


Salaries  and  Expenses 

The  Federal  Housing  Enterprises  Financial  Safety  and  Soundness  Act  of  1992  ,  Title  XIII  of 
the  Housing  and  Community  Development  Act  of  1992  (P.L.  102-550,  Section  1313(a)),  established 
the  Office  of  Federal  Housing  Enterprise  Oversight  (OFHEO)  as  an  independent  office  in  the 
Department  of  Housing  and  Urban  Development  (HUD).   The  principal  responsibility  of  the  Office  is 
to  ensure  that  the  two  largest  Government  Sponsored  Enterprises — the  Federal  Home  Loan  Mortgage 
Corporation  (FHLMC)  and  the  Federal  National  Mortgage  Association  (FNMA) — are  adequately 
capitalized  and  operating  safely. 

APPROPRIATION  HIGHLIGHTS 

Section  1316  of  the  Act  authorizes  the  collection  of  annual  assessments  from  FHLMC  and  FNMA. 
OFHEO  is  not  funded  with  taxpayer  dollars.   The  following  table  summarizes  the  funding  and 
staffing  included  in  this  request. 

BUDGET      CURRENT  INCREASE  ♦ 

ACTUAL     ESTIMATE     ESTIMATE   ESTIMATE     DECREASE  - 
1993        1994         1994       1995     1995  vs.  1994 


(Dollars  in  Thousands) 


From  Appropriation  Bllli 


Transfer  from  FNMA  and  FHLMC   . 

Unobligated  Balance  End-of-Year 

Total  Obligations  


Outlays  (Net)  

Full-Time  Permanent  Appointments,  BOY 
Full-Time  Equivalent  Employment  .  .  . 


$3,000 

$5,742 

$10,700 

$17,523 

+$6,823 

874 

2,126 

5,742 

10,700 

17,523 

+6,823 

165 

5,742 

12,661 

17,523 

+4,862 

NOTE i  Full-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalents.   They  are  not  control  numbers  and 
may  vary  depending  on  conditions. 

SUMMARY  OF  BUDGET  REQUEST 

The  1995  funding  request  for  OFHEO  is  just  over  $17.5  million,  and  includes  a  projected  56 
full-time  equivalent  ( FTE |  employee  positions.  OFHEO  was  established  late  in  the  third  quarter 
of  1993.  In  that  year,  OFHEO  used  only  1  FTE.  The  1994  Budget,  therefore,  constitutes  the  true 
start-up  year  for  the  Office. 

The  1995  Budget  request,  while  larger  than  the  previous  year,  represents  a  realistic 
evolution  from  OFHEO's  first  operating  year.   It  gives  the  Office  the  ability  and  resources  to 
carry  out  its  statutory  mission,  plus  the  institutional  capacity  to  become  an  equal  member  of  the 
Federal  regulatory  community.   As  these  basic  organizational  and  planning  tasks  are  fulfilled, 
OFHEO  believes  that  its  funding  requirements  will  level  out. 


OFHEO's  focus  in  1995  is  threefold!   (1)  to  continue  to  develop  and  implement  analytic 
systems  begun  in  the  previous  year  to  ensure  that  FHLMC  and  FNMA  are  adequately  capitalized  and 
operating  safely;  (2)  to  conduct  annual  safety  and  soundness  examinations  of  the  two  enterprises; 
and  (3)  to  issue  regulations  concerning  capital  and  enforcement  standards  for  FHLMC  and  FNKA. 
The  1995  Budget  request  of  $17.5  million  supports  these  goals  through  a  combination  of  FTE 
positions  and  contracted  services. 
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The  first  Director  of  OFHEO  faces  the  unique  challenge  of  creating  a  new  agency  to  monitor 
the  financial  safety  and  soundness  of  two  very  large  and  profitable  enterprises  created  by 
Congress,  but  now  shareholder-owned.  The  assets  and  off-balance  sheet  obligations  of  FHLMC  and 
FNMA  exceed  $1.24  trillion  dollars,  and  net  income  reported  for  1993  was  over  $2.7  billion. 
These  complex,  technically  sophisticated  organizations  have  never  been  subject  to  review  by  an 
independent  office.   The  Act  establishes  OFHEO  as  an  independent  regulator,  comparable  to  other 
Federal  regulators  of  financial  institutions  in  its  safety  and  soundness  mission.   OFHEO's  1995 
Budget  request  reflects  the  resources  required  to  comply  with  its  statutory  mandate,  both  in 
staffing  and  in  building  and  maintaining  an  effective  infrastructure.   The  increase  in  funding 
from  1994  largely  reflects  additional  costs  for  FTEs,  as  well  as  contracting  for  staff  and 
services  required  to  fulfill  statutory  goals. 

PUNDING 

The  following  table  summarizes  obligations  for  this  activity  by  object  class. 


BUDGET 

CURRENT 

INCREASE  ♦ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1994 

1994 

1995 

199S  vs.  1994 

(Dollars  in  Thousands) 

Personal  Services   $  163  52,780  $5,000  $7,888  +$2,888 

Travel 3  20  80  87  +7 

Transportation  of  Things  ...  ...  4  26  27  +1 

Rent,  Communication  and  Utilities     ...  365  751  1,102  +351 

Printing  and  Reproduction   .  .  ...  4  25  49  +24 

Other  Services  1,956  2,567  4,516  8,281  +3,765 

Supplies  and  Materials  ....  4  2  46  50  +4 

Furniture  and  Equipment   .  .  .  __^us.  ■»•  256  39  -217 

Total 2,126  5,742  10,700  17,523  +6,823 

1.  CHANGES  FROM  1993  ESTIMATES  INCLUDED  IN  1994  BUDGET 

OFBEO  began  operations  in  the  fourth  quarter  of  1993.  The  initial  budget  request  for 
1994  was  prepared  before  the  OFBEO  Director  was  appointed,  and  confirmed  by  the  Senate.  That 
budget  requested  30  FTEs  and  $5.7  million.  After  the  Director  was  confirmed  on  May  28,  1993, 
OFHEO  revised  the  1994  Budget  request.  This  revised  budget  requested  $10.7  million  and  was 
shaped  by  assumptions  significantly  different  from  those  used  in  developing  the  original  1994 
budget  submission.  The  revised  1994  budget  targeted  the  costs  associated  with  establishing  a 
new,  independent  regulator  charged  with  the  regulation  and  oversight  of  FHLMC  and  FNMA. 

In  the  President's  1994  Budget,  OFHEO  requested  60  FTEs  and  funding  of  $10.7  million. 
During  the  1994  appropriations  process,  Congress  capped  the  FTE  positions  at  45.   The 
$10.7  million  was  not  changed,  but  the  funding  authorized  for  salaries  and  benefits  was  limited 
to  $5  million.   These  limitations  will  significantly  increase  OFHBO's  cost  of  meeting  its 
statutory  goals,  since  OFHEO  must  now  contract  for  services  to  augment  its  FTE  staff.   The 
General  Accounting  Office  estimates  total  costs  for  contracted  staff  are  two  to  three  times 
greater  than  the  personal  services  costs  required  for  comparable  FTE  employees.   The  Office  must 
now  balance  hiring  and  management  decisions  against  FTE  caps  and  financial  considerations  while 
at  the  same  time  ensuring  that  the  enterprises  are  being  well  served  by  the  Office  in  its 
endeavor  to  meet  statutory  requirements.   This  balancing  act  includes  ensuring  the 
confidentiality  of  proprietary  financial  data  while  using  contract  services. 

2.  CHANGES  FROM  1994  ESTIMATES 

In  the  first  half  of  1994,  OFHEO  began  creating  the  infrastructure  required  to  meet  its 
statutory  goals.   The  Office  hired  key  staff  to  support  these  goals.   OFHEO  also  moved  to  its  own 
headquarters  outside  HUD's  main  building,  giving  the  Office  physical  and  operational  independence 
consistent  with  other  financial  regulatory  entities.   During  the  year,  OFBEO  organized  iteelf 
into  four  major  operating  areas  consistent  with  its  responsibilities  under  the  Act. 
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3.   ANALYSIS  OF  INCREASES  AMD  DECREASES 


1994 


(Dollars  in  Thousands) 

Prior-rear  obligations  $2,126  $10,700 

Estimates  for  personal  services   4,637  2,888 

Change  to  travel  costs  77  7 

Change  to  transportation  and  things   ....  26  1 

Change  to  rent,  communications  and  utilities  751  351 

Change  to  printing  and  reproduction   ....  25  24 

Change  to  other  services  2,560  3,765 

Change  to  supplies  and  materials 42  4 

Change  to  furniture  and  equipment   256  -217 

TOTAL  OBLIGATIONS    10,700  17,523 

ZXPLAHATION  BY  OBJECT  CLASS 

Personal  Services.   The  increase  for  1995  reflects  the  reassessment  of  OFHEO's  staff 
requirements.   The  key  element  is  the  FTE  cap  of  45  established  by  the  1994  Appropriation.   It 
assumes  that  the  Office's  key  management  and  support  staffs  will  be  hired  during  1994.   It  also 
reflects  implementation  of  OFHEO's  compensation  and  benefits  plan.   Salaries  and  benefits  are 
based  on  market  rates  for  the  technical  expertise  the  Office  requires  and  also  reflect  comparable 
compensation  scales  at  the  other  regulatory  agencies.   The  increase  will  support  11  additional 
FTEs,  plus  consultant  services  for  Legal  Affairs,  Examination  and  Regulatory  Oversight,  and 
Policy,  Research  and  Capital  Standards. 

Travel .   The  increase  for  1995  will  support  travel  associated  with  recruitment  of  technical 
staff;  experts/consultants  who  will  provide  technical  advice  and  guidance  to  the  Director  and 
other  OFKBO  managers)  and  staff  travel  for  attending  conferences,  formal  training,  and 
consultation  with  experts  outside  of  government.   The  increase  also  covers  additional  travel 
relating  to  examination  and  regulatory  oversight. 

Transportation  of  Things.   There  was  no  spending  in  this  category  in  1993.   Increases  for 
both  fiscal  years  include  estimated  costs  for  transportation  of  household  goods  of  new  employees 
relocating  to  Washington,  DC.   It  also  includes  projected  costs  for  transportation  of  equipment 
paid  by  vendors. 

Rent,  Communications  and  utilities.   There  was  no  spending  in  this  category  in  1993.   The 
increase  for  1994  reflects  the  cost  of  leasing  space  outside  the  HDD  Headquarters  building  and 
related  expenses,  such  as  telephone  service  to  accommodate  added  staff.   Also  Included  are  the 
costs  of  postage,  messenger  services,  telecommunications,  and  equipment  rental.   The  1995 
estimate  Includes  a  graduated  increase  in  rent  per  square  foot  and  utilities  to  support  a  fully 
operational  office. 

Printing  and  Reproduction.   There  was  no  spending  in  this  category  in  1993.   The  totals  for 
both  the  1994  and  1995  fiscal  years  represent  the  cost  of  printing  reports  mandated  by  the  Act, 
as  well  as  technical  and  analytical  studies  associated  with  the  mission  of  the  Office.   The 
Increase  in  1995  reflects  costs  associated  with  issuing  regulations,  manuals  and  handbooks. 

Other  Services.   This  category  includes  costs  for  personnel  security  investigations  of  new 
employees  as  appropriate,  as  well  as  staff  training  and  attending  seminars  and  conferences  that 
relate  to  OFHEO's  goals.   It  also  includes  audit  services,  and  the  cost  of  rating  agency  reviews. 
In  addition,  it  covers  other  specialized  technical  services  associated  with  developing  and 
maintaining  the  Office's  research  capability  and  computer  model,  both  essential  elements  of  the 
financial  stress  test  that  OFHEO  is  required  to  administer  annually  to  FHLHC  and  FNMA. 

Supplies  and  Materials.   This  includes  the  cost  of  office  supplies,  subscriptions  and 
standard  software,  as  well  as  seminars  and  materials  that  explain  the  Office's  mission.   The 
increases  in  this  area  reflect  additional  supplies  and  materials  to  support  the  increase  in  FTEs 
and  contract  staff.   It  also  covers  subscriptions  to  industry  publications,  on-line  legal  and 
financial  reference  information,  and  analytical  data  services. 

Furniture  and  Equipment.   Ho  funds  were  expended  in  1993  for  furniture  or  equipment.   The 
increases  in  the  2  fiscal  years  cover  the  costs  of  creating  a  new  office. 


951 


Office  of  Federal  Housing  Enterprise  Oversight 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY  « 

OFHEO  became  operational  in  the  last  quarter  of  fiscal  year  1993,  and  functions  as  an 
independent  office  within  HDD,  responsible  for  the  regulation  of  FHLHC  and  FNHA  in  matters  of 
financial  safety  and  soundness.   The  Office  is  headed  by  a  Director,  appointed  by  the  President 
for  a  5-year  term.   The  Director  administers  capital  standards,  conducts  examinations,  issues 
regulations  and  has  authority  for  enforcement  actions  if  capital  falls  below  acceptable  levels. 
The  Director  also  manageB  the  overall  operation  of  the  Office. 

OFHEO  has  a  mandate  with  respect  to  financial  modeling.   The  Act  requires  OFHEO  to 
develop  financial  modeling  capability  sufficient  to  conduct  "stress  tests"  that  will  determine 
risk-based  capital  requirements  that  must  be  followed  by  FHLMC  and  FHMA.   Effective  regulatory 
oversight  requires  modeling  to  evaluate  various  other  economic  scenarios,  new  financial  products, 
policy  initiatives  and  new  business  strategies.   Development  and  maintenance  of  this  modeling 
capability  is  a  major  priority  project  of  the  Office  involving  procurement  of  computer  hardware 
and  software  and  the  services  of  systems  and  financial  research  professionals. 

OFHEO  is  required  to  conduct  on-site,  annual  regulatory  examinations  at  FHLNC  and  FNHA. 
additional  examinations  may  be  conducted  as  necessary,  as  determined  by  the  Director.   The 
examination  team  will  consist  of  examiners  with  a  broad  background  in  accounting,  finance, 
business  management  and  operations,  and  other  specialties. 

The  Office  is  required  to  conduct  other  regulatory  activities,  including:  issuing 
regulations;  reporting  to  Congress;  determining  capital  levels;  appointing  conservators  as 
appropriate;  taking  enforcement  actions  including  consideration  of  capital  restoration  plans; 
prohibiting  the  payment  of  excessive  compensation  by  the  enterprises;  and  establishing  and 
implementing  annual  budgets.  These  activities  require  the  service  of  lawyers,  economists, 
accountants,  program  analysts,  financial  analysts  and  other  specialists. 

The  activities  to  be  funded  by  the  1995  Budget,  broken  out  by  operating  area,  arei 

•  Policy,  Research  and  Capital  Standards.   Develops  and  implements  a  financial 
"stress  test,"  using  interest  rate  and  credit  risk  scenarios  prescribed  in  the 
Act  to  determine  risk-based  capital  requirements  of  FHLMC  and  FNHA.   Conducts 
research  that  includes  creation  of  financial  analytic  systems  to  monitor  the 
safety  and  soundness  of  the  enterprises  under  a  variety  of  economic  and  business 
scenarios  in  addition  to  the  stress  tests.   Develops  legislative  and  regulatory 
initiatives;  analyzes  regulatory  policy  issues;  and  drafts  regulations,  policies 
and  guidelines.   Responds  to  congressional  and  other  inquiries  concerning  policy 
and  research  issues. 

•  Examination  and  Regulatory  Oversight.   Develops  and  maintains  examination 
capability  of  FHLHC  and  FNHA  which  includes  sophisticated  expertise  in  capital 
markets,  portfolio  management,  financial  and  regulatory  accounting,  and  mortgage 
credit  analysis.   Conducts  an  annual  examination  of  the  two  enterprises  and 
performs  additional  examinations  as  necessary  and  as  determined  by  the  Director. 

e  Legal  Affairs.   Supports  OFHEO  in  carrying  out  its  regulatory  responsibilities. 
Issues  regulations  required  by  the  Act,  and  advises  the  Director  on  legal  issues. 
Provides  advice  on  financial  institution  regulatory  issues,  applicable  securities 
and  corporate  law  principles,  as  well  as  on  administrative  and  general  law 
matters  including  federal  contracting  and  procurement,  personnel,  equal 
employment  opportunity,  and  ethics. 

•  Finance  and  Administration.   Ensures  that  the  Office  has  the  infrastructure  to 
function  independently.   Provides  support  services  in  human  resources  management, 
budget  formulation  and  execution,  financial  and  strategic  planning,  contracting 
and  purchasing,  office  automation,  travel,  records  and  document  security  and 
related  administrative  support  services.   Develops  annual  budget  submissions  and 
maintains  liaison  with  the  Office  of  Management  and  Budget. 
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2.   SUMMARY  OF  STAFFING  REQUIREMENTS 

All  personnel  in  this  office  are  assigned  to  Headquarters.   OFHEO  has  no  field  offices. 
The  FTE  staff  is  as  follows i 

BUDGET    CURRENT  INCREASE  ♦ 

ACTUAL    ESTIMATE   ESTIMATE   ESTIMATE      DECREASE  - 
1993       1994     1994        1995     1995  vs  1994 

Full-time  permanent .3  30  45  56  +11 

Temporary  and  part-time .7  ...  ...  ...  ... 

Overtime ...  j^j.  jjj.  •••  in 

Total  full-time  equivalent 1  30  45  56  +11 

3.   SUMMARY  OF  STAFFING  BY  PAY  LEVEL 

The  Director  of  OFHEO,  through  the  Act,  may  appoint  and  fix  compensation  of  the  officers 
and  employees  of  the  Office  without  regard  to  Title  5,  United  States  Code,  relating  to 
classification  and  General  Schedule  pay  rates.   To  maintain  compatibility  with  federal  banking 
agencies,  as  required  by  Section  1315  of  the  Act,  OFHEO  contracted  with  a  compensation  consultant 
to  conduct  a  comparative  market  analysis  of  compensation  and  benefits  programs.   The  consultant 
recommended  a  compensation  program  that  is  responsive  to  OFHBO's  philosophy  of  a  lean,  flat 
organizational  structure  and  would  attract  and  retain  highly-qualified  individuals  who  would  be 
rewarded  for  demonstrating  creativity,  expertise,  efficiency  and  flexibility. 

The  proposed  compensation  program  now  being  evaluated  for  implementation  by  OFHEO  is 
comprised  of  broad  pay  bands  which  encompass  the  prevailing  pay  rates  of  the  comparative 
organizations  and  is  simple  to  use.  Below  is  a  table  reflecting  the  tentative  placement  of 
existing  and  proposed  positions.   Because  the  Office  is  in  a  start-up  phase,  the  table,  of 
necessity,  reflects  a  preponderance  of  senior  staff  hirings,  a  priority  in  OFHEO's  strategic 
plan. 

PAY  BAND  ACTUAL      ESTIMATE     ESTIMATE 

Level         Pay  Range  1993        1994        1995 

I  $15,000-$35,000  0  3  4 

II  22,000-   50,000  0  3  5 

III  35,000-   70,000  14  8 

IV  52,000-100,000  4  24  26 

V  80,000-135,000  1  10  10 

EX  (Level  II)      133,600  I  _i  _i 

Total 7  45  56 

OFHEO  plans  to  implement  the  broad  pay  band  system  during  the  second  half  of  1994  and 
positions  will  be  slotted  into  the  pay  band  levels  with  the  assistance  of  an  expert  consultant. 
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PROPOSED  CHANGES  IN  APPROPRIATION  LANGUAGE 

Changes  in  the  text  of  appropriations  language — other  than  changes  in  dollar  amounts  or 
fiscal  year  designations — are  discussed  in  tnis  section.   The  text  for  the  language  is  based  on 
Public  Law  103-124,  the  Departments  of  Veterans  Affairs  and  Housing  and  Urban  Development,  and 
Independent  Agencies  Appropriations  Act,  1994.  The  explanations  of  language  changes  follow  the 
program  order  in  the  Appendix  to  the  Budget  of  the  United  States  Government — except  where 
realignment  was  necessary  for  the  sake  of  clarity,  as  in  the  case  of  programs  for  the  homeless. 

BOUSING  PROGRAMS 

Annual  Contributions  for  Assisted  Bousing 

Delete  language  which  merges  newly  enacted  budget  authority  withi  (1)  budget  authority  recaptured 
during  1994  and  (2)  authority  carried  over  from  1992  recaptures  resulting  from  the  conversion  of 
Section  202  direct  loans  to  capital  grants. 

Delete  all  of  the  first  proviso) 

'Provided,    That    to  be  added   to  and  merged  with   the  foregoing. . .of 
section  202  direct   loans  to  capital  grants:" . 

The  Budget  proposes  the  use  of  only  newly  enacted  budget  authority  to  fund  Annual 
Contributions  programs  in  199S. 

Insert  language  which  would  permit  the  use  of  funding  requested  for  Public  and  Indian  Housing 
development  (or  acquisition)  for  contract  amendments. 

Insert  the  following  language  into  the  new  first  proviso,  after  the  comma  following  the 
phrase  "for  the  development  or  acquisition   coat",    each  time  it  appears i 

"or  for   amendments  to  contracts  for  the  development  or  acquisition' 

This  will  allow  the  use  of  development  funds  for  amendments.  Thus,  this  will  eliminate  the 
need  for  a  separate  amendment  set-aside. 

Change  the  proportion  of  Public  Housing  development  and  modernization  funding  which  can  be  used 
for  technical  assistance  and  inspection. 

Delete  in  the  same  proviso,  "one-half  of  one'   and  insert  '.67".      Delete  from  the  next 
proviso  the  ratio  'two-fifths  of  one"   and  insert  in  lieu  thereof  '.54". 

The  Department  has  found  that  a  greater  portion  of  the  available  funding  is  needed  for 
technical  assistance  and  inspections  and  proposes  increasing  the  ratios  accordingly. 

Replace  the  language  which  allows  the  use  of  Modernization  funding  for  troubled  PHA/IHA 
management  and  technical  assistance. 

Delete  the  phrase  'management  and   technical   assistance  by  the  Secretary  for  troubled 
public  housing  agencies  and  Indian  housing  authorities t"   and  substitute  the  following) 

'contract   expertise   to  assist   in   the  oversight  and  management  of 
the  public  and  Indian  housing  modernization  program  by  the 
secretary   including  an  annual    resident  survey:' 

This  changes  the  focus  of  the  funding  from  assisting  troubled  housing  to  preventing 
troubled  housing. 

Add,  as  a  new  proviso,  language  to  establish  a  set-aside  within  Modernization  for  a  new  Tenant 
Opportunity  Program  (TOP),  as  follows) 

'Provided  further.   That  of  the  amounts  provided  under  this  head  for 
modernization  of  existing  public  housing  projects,    $85,000,000  may 
be  used  for  the   tenant  opportunity  program:" 
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The  Budget  is  proposing  the  use  of  $65  million  of  Modernization  funding  for  a  new  Tenant 
Opportunity  program  (TOP)  which  is  an  expansion  of  the  existing  Resident  Management  program.   The 
program  will  fund  a  wide  variety  of  social  services  related  to  resident  management  and  other 
self-sufficiency  initiatives. 

Insert  lonquaqe  at  the  end  of  this  same  proviso  which  would  fundt  (1)  Pension  Fund  Partnerships, 
(2)  rental  assistance  for  the  homeless  and  (3)  rental  assistance  for  the  disabled. 

Insert  after  "(42  U.S.C.    1437f(o))',   the  followingi 

"of  which   up   to  $514,275,000  shall  be   for  the   Pension   Fund 
Partnership  Program,   aa  authorized  by  section  6  of  the  BUD 
Demonstration  Act  of  1993    (P.L.    103-120),    up  to  $342,850,000  may  be 
available  for  rental  assistance  for  the  homeless,  and  up  to 
$171,425,000  shall  be  for  rental  assistance  for  the  disabled)' 

This   language  makes   funding  available   for  199S  for  three  Department  initiatives  within  the 
total   amount  designated   for   incremental   assistancei      the  Pension  Fund  Partnership  program   (5,000 
units),    rental   assistance   for  the  homeless    (15,000  units)    and  rental   assistance  for  the  disabled 
(5,000   units). 

Insert  the  phrase   'for  coordinators-    into  the  fifth  proviso  following  the  words   'available  for 

fees" . 

This   insert  would  narrow  the  purpose  for  which  fees  could  be  paid  pursuant  to  Section 
23(h)    for  costs  associated  with  coordinators. 

Delete  prepayment    language    from  the   sixth  proviso. 

The  Budget  proposes   the  use  of    $438.4  million  of   unreserved  carryover  to  fund  prepayment 
activities   in   1995   instead  of   new  authority.      Therefore,    the  following  language   is  unnecessary 
and  should  be  deleted i 

",  and     $541,000,000  shall  be  tor  assistance  for  State  or  local 
units  of  government,    tenant  and  nonprofit  organizations   to  purchase 
projects  where  owners  have  indicated  an  intent  to  prepay  mortgages 
and  for  assistance  to  be  used  as  an  incentive  to  prevent  prepayment 
or  tor  vouchers  to  aid  eligible  tenants  adversely  affected  by 
mortgage  prepayment,   as  authorized  in  the  Emergency  Lev-Income 
Bousing  Preservation  Act  of  1987,   as  amended' 

Eliminate   the   sixth  proviso  which   establishes   PHA  fees   at   levels   authorized  under   Section   8(g)    by 

deleting   the   following    language! 

"<  Provided  further.   That  those  portions  of  the  fees  for  the  costs 
incurred  in  administering  incremental  unite  assisted  in  the 
certificate  and  housing  voucher  programs  under   sections  8(b),    B(o), 
and  8(e)(2)   shall  be  established  or  increased  in  accordance  with 
the  authorization  for  such  fees  in  section  8(q)  of  the  Act" 

The  Department  is  proposing  authorizing  language  which  will  simplify  the  manner  in  which 
ongoing  fees  paid  to  PHAs/IHAs  for  the  cost  of  administering  the  Section  8  programs  are 
determined.   The  basis  for  establishing  the  fee  would  change  from  FMRs  to  a  HUD-determined  base 
amount. 

The  Department  is  proposing  several  legislative  changes  within  Annual  Contributions  for 
the  Preservation/Prepayment  program  which  are  aimed  at  making  the  program  simpler  and  more  cost 
effective  in  preserving  affordable  rental  housing.   These  arei 

1 .   Insert  language  which  would  change  the  basis  for  determining  the  appraised  preservation  value 
of  low-income  housing  to  the  highest  and  best  use  as  residential  rental  housing. 

The  following  is  to  be  inserted  as  the  new  seventh  proviso: 
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'Provided  further.    That   notwithstanding   section  214   of  the  Low- 
Income  Housing  Preservation   And  Resident   Bomeownerahip  Act  of  1990 
(12  u.S.C.    4104),    the   preservation  value  of  eligible  low-income 
housing  ahall  be  baaed  on  the  higheat  and  beat   use  of  the  property 

as    residential    rental  housing:" 

Under  this  proposal,  a  single  appraisal  standard  (the  potential  of  a  project  as  market- 
rate  rental  housing)  will  be  established  for  all  projects.  This  standard  will  apply  to  all 
properties,  whether  owners  are  contemplating  retaining  or  selling  their  properties.  The  change 
will  simplify  and  reduce  costs  of  appraisals  to  owners  and  to  HUD  and  processing  times  will  be 
reduced. 

2.  Insert  language  which  would  change  Federal  Cost  Limits  (FCM  for  prepaying  projectB  to  100 
percent  of  the  local  FMR,  instead  of  the  currently  authorized  120  percent. 

The  following  language  is  to  be  inserted  as  the  new  eighth  proviso i 

"Provided  further,    That   notwithstanding   section  215  of  aaid  Act    (12 
U.S.C.    4105),    the  Federal   coat   limit   ahall  be   set  at    100  percent  of 
the  fair  market  rent  for  the  market  area  in  which   the  prepaying 
project   ia   located:' 

3.  Insert  language  which  will  limit  the  gross  Income  potential  for  a  project  assisted  under 
Section  6  to  no  more  than  100  percent  of  the  local  FMR. 

The  following  language  1b  to  be  inserted  as  the  new  ninth  provisoi 

"Provided  further,  That  notwithstanding  aectiona   221    and  234  of 
aaid  Act    (12  U.S.C.   4111  and  4124),   section  8  assistance  shall 
produce  a   gross   income  potential  no  greater  than   100  percent   of  the 
fair  market   rent   for  the  market   area   in  which   the  prepaying  project 
ia   located,   and  no  grants   for  additional   assistance  above   the 
Federal    coat   limit   ahall  be  made   to  assist   in   the  completion  of 
aalea   and   transfers : ' 

The  two  preceding  changes  will  reduce  the  maximum  amount  of  incentives  that  HUD  can 
provide  to  an  owner  (Federal  Cost  Limit)  to  100  percent  of  the  local  FMR.   Currently,  projects 
can  be  maintained  at  rents  as  high  as  120  percent  of  the  FMR  and  there  is  no  limit  on  the  max 1  mum 
amount  of  HUD  assistance  for  owners  seeking  to  sell  their  properties. 

Capping  the  cost  limit  at  the  local  FMR  will  provide  a  uniform  and  realistic  ceiling  on 
incentive  packages — both  for  owners  retaining  their  properties  and  owners  selling  their 
properties.   When  the  value  of  an  incentive  package  exceeds  the  FMR,  it  is  more  cost-effective 
for  HUD  to  assist  low-income  tenants  with  Section  8  vouchers  than  provide  owners  with  additional 
project-based  assistance  above  the  local  FMRs. 

4.  Insert  language  which  will  preclude  the  use  of  grants  for  homeownerBhip. 

The  following  language  is  to  inserted  as  the  new  tenth  provisoi 

'Provided  further.    That  notwithstanding   sections  226  and  231   of 
said  Act    (12   U.S.C.    4116  and  4121),   no  homeownership  grants   shall 
be  made:' 

Eliminating  such  grants  simplifies  the  program  and  makes  it  easier  for  residents  to 
participate.   In  addition,  such  grants  are  expensive  because  all  of  the  funding  must  be  provided 
on  an  up-front  basis.   However,  homeownership  conversion  to  limited  equity  cooperatives  can  still 
continue  through  Section  8  assistance  to  low-income  resident  buyers. 

Insert  language  to  fund  several  new  initiatives  in  1995. 

At  the  end  of  the  first  paragraph,  insert  the  following  as  the  new  thirteenth  provisoi 

"<  Provided  further.   That  of  the  total  provided  under  this  head. 
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$149,100,000  shall   be  tor  mobility   counseling,    $25,000,000  shall   be 
ueed  for  grants   for  economic  development ,    and  $9 ,000,000  ehall  be 
tor  a  metropolitan   area-wide  aaalated  housing  program' 

These  new  program  set-asides  represent  three  of  the  new  fair  housing  and  economic 
development  initiatives  proposed  as  part  of  the  199S  Budget. 

e      Moving  to  Independence  Counseling.   This  initiative  is  to  be  the  successor  to  the 
Mobility  Counseling  program  funded  in  1994.   It  is  part  of  the  Administration's 
initiative  to  increase  the  effectiveness  of  and  reduce  impediments  to  use  of  the 
Section  8  program.   The  program  will  help  recruit  a  more  diverse  range  of 
participating  landlords  and  give  tenants  the  counseling  and  support  services  to 
ensure  that  they  recognize  the  wider  locational  choices  available  to  them. 

•      Grants  for  Economic  Development  Centers.   Grants  will  be  awarded  to  establish 

Economic  Development  Centers  (EDCs)  and  for  management  and  technical  assistance. 
The  BDCs  will  be  established  to  implement  Section  3  of  the  HOD  Act  of  1968-- to 
provide  direct  and  indirect  services  necessary  to  link  Public  Bousing  residents 
with  public  and  private  sector  jobs  generated  by  Modernization  activities  and 
other  HUD-asslsted  projects. 

e      Metropolitan  Area-wide  Assisted  Housing  Program.   This  program  would  test  new  ways 
for  Implementing  comprehensive  residential  choice  strategies  throughout 
metropolitan  areas — allowing  the  Department  to  pursue  its  goal  of  affirmatively 
furthering  fair  housing  opportunities. 
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Other  Assisted  Homing  Progra— 

1.  Rental  Housing  Assistance 

Delete  language  which  reduces  the  Preservation  funding  under  the  Annual  Contributions  account  by 
an  amount  equal  to  the  shortfall  in  Section  236  recaptures  which  result  from  mortgage  prepayment. 

Delete  all  language  which  follows  the  words  "fiscal  year"  at  the  end  of  the  first  proviso. 
This  includes  "1994"  and  all  of  the  second  provisoi 

'1994i  Provided  further.   That   to  the  extent   that   the 
recaptures ..  .mortgage  prepayments  shall  be  reduced  accordingly 

This  proposal  in  the  1994  Budget  was  intended  to  serve  as  a  partial  offset  to  new  funding 
requested  under  Annual  Contributions  for  Preservation.   The  199S  Budget  does  propose  that  up  to 
$66  million  of  Section  236  recaptures  will  be  recaptured  and  rescinded  in  1995.   However,  only 
carryover  will  be  used  for  Preservation  activities  in  199S  and  this  proposed  rescission  is  not 
intended  as  an  offset  to  new  funding. 

2.  Rent  Supplement  Program 
Delete  all  1994  rescission  language. 

Bo  recapture  and  rescission  of  unobligated  balances  is  proposed  for  1995. 

3.  Section  235  Homeownership  Assistance 

Include  new  language  for;   (1)  S6.9  million  of  appropriations  to  fund  incentives  for  mortgagors 
to  refinance  existing  Section  235  mortgages,  (2)  reuse  of  S50  million  In  recaptured  authority  and 
131  the  rescission  of  $184  million  of  recaptures. 

Funding  will  be  needed  for  incentives  for  mortgagors  to  refinance  higher-rate  Section  235 
mortgages  (those  in  excess  of  10  percent)  and  for  closing  and  other  related  costs.   A  $7  million 
appropriation  will  be  needed  initially.   As  refinancings  occur,  recaptures  of  budget  authority 
will  result.   It  is  expected  that,  of  $234  million  in  anticipated  recaptures,  $50  million  will  be 
used  for  incentives  and  related  costs  and  $184  million  will  be  rescinded. 

nr—mnmarehlp  and  Opportunity  for  People  Kverrwnare  Grants  (BOP»  Grants) 

Delete  the  separate  set-aside  for  Youthbulld  and  insert  rescission  language. 

Delete  the  reference  to  subtitle  D  and  the  following  proviso  at  the  end  of  the  first 
paragraph  i 

"I  Provided,  That  of  the  foregoing  amount . . .under  subtitle  D  of 
title  IV  of  the  Cranston-Gonzalei  national  Affordable  Bousing  Act" 

Ho  funding  is  requested  for  Touthbuild  under  the  BOPS  appropriation.   Funding  is  proposed 
for  1995  under  a  separate  Touthbuild  account.   Therefore,  the  reference  to  subtitle  D  of  Title  II 
of  the  U.S.  Bousing  Act  of  1937  is  to  be  deleted  along  with  the  last  proviso  of  the  first 
paragraph . 

Delete  all  of  the  second  paragraph! 

'Of  the  amounts  provided  under  this  beading. .  .for  the  Public  and 
Indian  Bousing  Bomeownerehip  Program  in  Public  Law  102-139' 

Since  no  rescission  of  HOPE  funding  is  proposed  for  1995,  the  second  paragraph  of  the 
enacted  1994  legislation  should  be  deleted. 

Congregate  Berricea 

Delete  language  funding  the  Congregate  Services  program  authorized  under  Cranston-Gonzalei. 
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The  second  paragraph  is  to  be  deleted i 

'For  Contracts  with  and  payments   to... until  September  30,   1995.'. 

The  1995  Budget  proposes  to  fund  only  the  extension  of  contracts  under  the  Congregate 
Services  Act  of  1976,  as  amended.   No  funds  are  requested  for  the  program  authorized  under 
section  802  of  the  Cranston-Gonzalez  Act  of  1990. 

Housing  Counseling  Assistance 

Delete  specific  program  citations. 

Delete  the  following i 

'(a)(1) (111) ,   section  106(a)(2),   eectlon  106(c),  section  106(d), 
section  106(e),   and  eectlon  106(1)' 

The  1995  Budget  proposes  an  expanded  Housing  Counseling  Assistance  program  to  include 
funding  for  a  'Community  Outreach  and  Neighborhood  Revitalization  Counseling*  program.   This  will 
require  amending  Section  106  of  the  HUD  Act  of  1968. 

Other  authorized  Section  106  activities  will  continue  to  be  eligible  for  funding  in  199S. 
In  order  to  accommodate  both  proposed  and  existing  activities — plus  avoid  any  inconsistencies 
with  citations  in  subsequently  enacted  authorizing  legislation — the  appropriations  language 
should  be  revised  to  include  only  a  general  reference  to  Section  106. 

However,  the  use  of  a  less  specific  citation  necessitates  a  further  revision  to  the 
language.   The  words  'other  than   loans"   are  to  be  inserted  in  order  to  make  clear  that  the  1995 
appropriation  shall  not  be  used  for  loans  (as  authorized  under  subsection  106(b)).   The  Budget 
does  not  reflect  funding  for  loans.   Furthermore,  this  authorization  was  not  cited  as  an  eligible 
activity  for  funding  in  the  1994  enacted  language,  nor  in  prior  appropriations  acts. 

Mortgage  and  Loan  Insurance  Proqrana — FHA  Funds 

1.  FHA  -  Mutual  Mortgage  Insurance  Program  Account 

Include  language  providing  a  limitation  for  the  new  direct  loan  program  under  Section  204(g)  of 
the  National  Housing  Act. 

Insert  the  following  language  as  the  second  paragraph i 

'During  fiscal  year  1995,   obligations  to  make  direct  loane   to  carry 
out  the   purposes  of  Section  204(g)   ot  the  National  Bousing  Act,  as 
amended,   shall  not  exceed  $180,000,000)     Provided,   That   the 
foregoing  amount  shall  be  for  loane  to  nonprofit  and  governmental 
entitles  in  connection  with   sales  of  single  family  real  properties 
owned  by  the  Secretary  and  formerly  insured  under  Section  203  of 
such  Act . ' 

In  order  to  expand  homeownership  opportunities  and  strengthen  neighborhoods  and 
communities,  the  Budget  requests  a  $180  million  of  direct  loan  limitation  under  the  MMI  account 
for  S-year  purchase  money  mortgages .   This  proposal  would  facilitate  acquisition  of  HUD-owned 
properties  in  targeted  revitalization  areas.   There  also  is  an  additional  $20  million  being 
requested  under  the  GI/SRI  account  for  this  initiative. 

2.  FHA  -  General  and  Special  Risk  Program  Account 

InBert  specific  section  citations  Into  the  language. 

Insert  the  following  section  citations  after  the  phrase  'as  authorized  by" i  'sections  238 
and  519  of. 

This  is  a  technical  change.   Specific  reference  to  the  positive  law  in  the  National 
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Housing  Act  are  added — as  is  typical  for  appropriations  language — rather  than  relying  on  general 
citations  to  the  U.S.  code  alone. 

Insert  language  which  will  derive  a  portion  of  needed  appropriations  from  the  Receipt  Account. 

Insert  the  following  after  the  amount  proposed  for  guaranteed  loans t 

",  of  which  up  to  $132,903,000  is  to  be  derived  froa  the  FHA — 
General  and  Special  Riek,  Negative  Subsidies  receipt  account' 

Part  of  the  appropriation  is  being  derived  from  the  GI/SRI  receipt  account  to  avoid  the 
buildup  of  balances  in  that  account  and  to  reduce  the  amount  derived  from  the  general  fund. 
There  is  no  budget  authority  or  outlay  impact. 

Delete  language  which  establishes  quarterly  Bet-asides  for  credit  subsidies. 

Delete  all  of  the  last  proviso  of  the  first  paragraph! 

"I  Provided  further.    That  of  the  foregoing  amount  provide   to 
subsidize  program   coats . .  .may  be  obligated  by  July   1,    1994' 

The  quarterly  limitations  on  the  use  of  budget  authority  are  proposed  for  deletion  to 
avoid  the  possibility  of  repeated  interruptions  in  the  availability  of  FHA  insurance. 

Insert  language  for  limitations  on  direct  loans  for  two  new  proposals i   (1>  $200  million  for 
multlfamilv  bridge  loons  and  (2)  $20  million  for  single  family  purchase  money  mortgages. 

Insert  the  following  as  a  new  second  paragraph i 

"Gross  obligations  for  the  principal  amount  of  direct  loans,   ae 
authorized  by   sections  204(g),   207(1),   238(a),  and  519(d)   of  the 
National  Bousing  Act,  shall  not  exceed  $220,000,000;  of  which  not 
to  exceed  $200 ,000 ,000  shall  be  for  bridge  financing  in  connection 
with  the  sale  of  multifamily  real  properties  owned  by  the  Secretary 
and  formerly  insured  under  such  Act;  and  of  which  not  to  exceed 
$20,000,000  shall  be  for  loans  to  nonprofit  and  governmental 
entities  in  connection  with  the  sale  of  single-family  real 
properties  owned  by  the  Secretary  and  formerly  insured  under  such 
Act.' 

The  Budget  reflects  a  $200  million  limitation  for  bridge  loans  to  facilitate  the 
purchase — by  nonprofit  organizations — of  multifamily  housing  from  the  inventory  acquired  by  HUD. 
This  is  another  means  by  which  affordable  housing  can  be  preserved  for  low-income  families.   In 
addition,  $20  million  is  requested  for  purchase  money  mortgages  to  be  used  for  the  sale  of 
formerly  insured  GI/SRI  single  family  properties — as  described  above  under  the  MHI  account. 

Funding  also  is  requested  for  another  new  proposal  involving  FHA  insurance — Single  Family 
Insurance  for  Revitalization  Areas.   The  Budget  includes  commitment  authority  of  $1.96  billion 
and  credit  subsidy  of  $14.1  million.   These  amount  are  included  within  the  total  requested  for 
the  GI/SRI  account  and  need  not  be  separately  identified  in  appropriation  language. 

PUBUC  Asm  IMDIAM  BOPSOsG 

Co— nnltv  Partnerships  Against  Crime 

Delete  current  account  title  'Drug  Elimination  Grants   for  Low-Income  Housing'    and  substitute 
*'*"■■■■— "ity  Partnerships  Against   Crime'. 

The  Administration  is  proposing  replacing  the  present  drug  elimination  program  with  a 
broader,  more  flexible  version — Community  Partnerships  Against  Crime  (COHPAC) — which  addresses 
the  needs  of  the  neighboring  community  as  well  as  low-income  projects.   Authorizing  legislation 
for  the  new  program  also  is  being  proposed. 
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Delete  language  which  allocates  funding  by  size  of  PHA  and  for  Federally  assisted  low-income 
housing  (housing  other  than  Public/Indian  housing). 

Delete  the  three  existing  provisos  which  follow! 

";  Provided,  That  not  more  then  $198,750,000  shell  be  available 
for  grants  to  bousing  authorities  with  greater  than  1,250  public 
housing  units:  Provided  further.  That  not  more  than  $53 ,000,000 
shall  be  available  for  grants  to  housing  authorities  with  less  thaa 
1,250  public  housing  units:  Provided  further.  That  not  more  than 
$13 ,250,000  shall  be  available  tor  grants  for  federally-assisted, 
low-income  housing' 


The  new  COHPAC  program  gives  HUD  and  local  jurisdictions  greater  flexibility  in  addressing 
public  housing  drug-related  problems  and  the  program  should  not  be  constrained  by  arbitrary 
limits  on  funding  allocation — by  size  of  PHA.   Also,  it  is  proposed  that  1995  funding  be  directed 
exclusively  to  public  housing  and  not  to  other  types  of  assisted  housing. 

Insert  language  specifying  what  amounts  from  the  funding  appropriated  are  to  be  allocated  for 
technical  assistance,  training,  program  assessment,  etc.  and  to  provide  funding  for  a  new  after- 

scr.ool  4H  Club  demonstration  program. 

Insert  the  following  after  the  phrase  "to  remain  available  until  expended" i 

",  of  which  $10,000 ,000  shall  be  for  grants,    technical  assistance, 
contracts  and  other  assistance  training,   program  assessment,  and 
execution  for  or  on  behalf  of  public  bousing  agencies  and  resident 
organizations    (including  the  cost  of   necessary  travel  for 
participants  in  such   training)   and  of  which  $1,500,000  shall  be  for 
grants  for  an  after  school  demonstration  program  in  public  housing 
projects,   run  by  the  4H  Clubs  of  America  and  co-sponsored  by 
private  sector  firms" 

The  Budget  requests  $10  million  fori   (1)  program  assessment  and  evaluation  and  (2) 
technical  assistance,  training  and  Clearinghouse  activities.   Among  data  to  be  assessed  are  crime 
figures  and  management  indicators.   On-site  reviews  and  surveys  also  are  activities  to  be 
eligible  for  funding  under  this  set-aside.   The  merits  of  4H  type  activities  in  an  urban 
environment  also  will  be  assessed  through  a  demonstration  program. 

Severely  Distressed  Public  Bousing 

Delete  existing  authorizing  citation  and  Insert  new  language  for  the  Devitalization  of  Severely 
Distressed  Public  Housing  program. 

Delete  the  following  language) 

"urban  revitalization  demonstration  program  under  the  third 
paragraph... Pub  lie  Law  102-389,   106  Stat.    1571,   1579, 
$778,240,000," 

And  insert  in  lieu  thereof i 

"Revitalization  of  Severely  Distressed  Public  Housing  program,  as 
authorized  by  section  24  of  the  United  States  Bousing  Act  of  1937, 
as  amended   (42  O.S.C.    1437),   $500,000,000,' 

New  language  is  added  for  a  separate  appropriation  for  the  Revitalization  of  Severely 
Distressed  Public  Housing  program  authorized  by  section  24  of  the  United  States  Bousing  Act  of 
1937,  amended  by  the  Housing  and  Community  Development  Act  of  1992.   This  replaces  the  reference 
to  HOPE  language  contained  in  the  1993  Appropriations  Act. 
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Explanation  of  Language  Changes 

Delete  language  which  is  no  longer  applicable. 

Delete  the  first  and  second  provisos t 

■i  Provided,    That   notwithstanding   the  first  proviso   in   such    third 
paragraph,    the  Secretary  ahall . . .that  waa  not   submitted   to   the 
Secretary  by  May  26,    1993' 

This  language  enacted  for  1994 i   (1)  waves  that  portion  of  the  authorizing  legislation 
which  limited  funding  to  no  more  than  IS  projects  and  (2)  limits  use  of  1994  funding  to  project 
applications  submitted  prior  to  May  26,  1993. 

The  initial  authorization  was  superseded  by  authorizations  contained  in  the  Housing  and 
Community  Development  Act  of  1992  and  makes  the  first  proviso  unnecessary.  The  second  proviso 
applies  only  to  restrictions  on  1994  funding  and  also  is  unnecessary. 

Substitute  a  ratio  for  the  absolute  funding  limit  on  technical  assistance  funding. 

Delete  the  third  proviso: 

"*  Provided  further.    That   of  the  foregoing  $778,240,000,    the 
Secretary  may   use  up  to  $2,500,000' 

Add  the  following  language  after  the  phrase  "to  remain  available  until  expended'    and 
before  the  words  'for  technical   assistance"! 

' ,    of  which   up   to  one-half  of  one  percent  nay  be   used" 

It  is  more  appropriate  to  link  technical  assistance  funding  levels  to  the  total  amounts 
made  available  for  the  program  rather  than  establish  an  amount  certain.   The  changes  proposed 
would  accomplish  this. 

Delete  the  reference  to  "such  urban   revitalization   demonstration.'    and  insert  the  words  "this 
program' . 

This  is  to  be  an  ongoing  program,  no  longer  a  demonstration. 

Delete  language  which  allows  the  Secretary  to  notwithstand  1994  appropriation  lanouage  and 
conform  the  program  to  subsequently  enacted  authorizing  legislation. 

Delete  the  fourth  proviso i 

■|  Provided  further.    That  nothing  in   this  paragraph  shall 
prohibit . . .that  may  be  enacted  into  law' 

This  language  is  no  longer  necessary  because  authorization  legislation  exists. 

Delete  language  providing  funding  for  Youthbuild  and  youth  apprenticeship  training  activities. 

Delete  the  last  proviso! 

*l      Provided  further.    That  of  the  $778,240,000  made  available  under 
this  heading ..  .pursuant    to  section  3(c)  (2)  (B)    of  the  Housing  and 
Urban  Development  Act   of  1968,    as  amended" 

This    language   is   no   longer  needed.      The  Budget   requests   separate   funding   for  youthbuild. 
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Explanation  of  Language  Changes 

Inrii  fin  Housing  Loan  Guarantee  Fond  Program  Arconnt 

Technical  changes — delete  1994  enacted  language  and  insert  revised  credit  program  language. 

Delete  the  following! 

•For  the   cost  (as  defined  in  section  502  of  the  Congressional 
Budget  Act  of  1974)... In  an  amount  not  to   exceed  $25 ,000 ,000 .' 

Insert  the  following  in  lieu  thereof ■ 

"For  the  coat  of  guaranteed  loans,   $3 ,000 ,000 ,   ae  authorized  by 
section  184   of  the  Housing  and  Community  Development  Act  of  1992 
(106  Stat.   3739):     Provided,   That  such  costs,   including  the  costs 
of  modifying  such  loans,   shall  be  as  defined  in  section  502  of  the 
Congressional  Budget  Act  of  1974  ae  amended:     Provided  further. 
That   these  funds  are  available  to  subsidize   total  loan  principal, 
any  part  of  which  is   to  be  guaranteed,  not   to  exceed  $ 22, 388,000.' 

This  is  merely  a  technical  change  to  include  a  specific  program  citation  and  conform  the 
language  to  Credit  Reform  requirements. 
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Explanation  of  Language  Changes 

QOVKWUa*?  ■ATIOBAL   MORTG&GB   ASSOCIAxTOB 

Guarantees  of   Mortgage— Backed  Securities  Loan  Guarantee  Program  Account 

Technical  language  change  to  assure  a  negative  subsidy. 

Insert  the  following  at  the  end  of  existing  language i 

"Provided,   That  the   cost,  ae  defined  in  section  502  of  the 
Congressional  Budget  Act  of  1974,   of  such  loan  guarantees  shall  not 
exceed  zero . ' 

This  language  is  to  be  included  to  assure  that  the  cost  of  loan  guarantees  in  the  program 
shall  not  exceed  zero,  thereby  resulting  in  a  negative  subsidy. 
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Explanation  of  Language  Changes 

aammmxxt  fuubik  aid  dxvilopmznt  pbogbams 

^*^— -"ilty  Development  Grnnta 

Insert  new  language  to  fund  the  Neighborhood  LIFT  program. 

The  following  is  to  be  inserted  at  the  end  of  existing  language  as  the  fifth  provisoi 

"i      Provided   further.    That   $200,000,000  shall   be  available  for  a 
'Leveraged   Investment  for  Tomorrow    (LIFT)   program'    only   upon 
enactment  into  law,   by  January   1,    1995,    of  authorizing  legislation" 

This  new  proviso  would  make  available  $200  million,  within  a  total  appropriation  request 
of  $4.4  billion,  for  the  proposed  Neighborhood  Investment  for  Tomorrow  (LIFT)  program.   The 
program  will  require  authorizing  legislation.   The  proviso  also  stipulates  that  the  authorization 
must  be  enacted  by  January  1,  1995.   Otherwise,  the  $200  million  would  be  available  instead  for 
allocation  among  CDBG  entitlement  and  nonentitlement  recipients,  as  authorized  under  the  CDBG 
authorizing  legislation — Title  1  of  the  Housing  and  Community  Development  Act  of  1974. 

Pro-lect-Baeed  f*i— unity  Development  Grants 

Legislative  Proposal — New  language  Is  to  be  provided  later. 

Appropriation  language  will  be  proposed  for  $800  million  for  this  new  initiative  which 
also  will  require  authorizing  language.   The  program  will  be  comprised  of  three  components: 

•  $150  million  for  the  Economic  Revitalization  Grants  program; 

•  $150  million  for  the  Community  Viability  Fund  (Including  $20  million  for 
the  Capacity  Building  for  Community  Development  and  Affordable  Bousing 
program);   and 

•  $500  million  for  Empowerment  Zones  and  Enterprize  Communities  Grants. 
BOMB  Investment  Partnerships  Program 

Insert  language  funding  the  National  Homeownership  Trust  Demonstration  programs. 

Include,  as  the  second  paragraph,  the  following: 

"For  the  national   Homeownership   Trust   Demonstration  Programs   under  subtitle 
A  of  title  III   of  such  Act,    $100,000,000,    to  remain  available  until 
expended . " 

The  1995  Budget  requests  an  appro]. riation  of  $100  million  for  the  National  Trust 
Demonstration  Programs,  authorized  under  litle  III  of  the  Cranston-Gonzalez  National  Affordable 
Housing  Act.   The  appropriation  request  for  this  program  is  separate  from  the  proposed  $1  billion 
appropriation  for  the  HOKE  program. 

Coloplaa  Assistance  Program 

Legislative  Proposal—New  language  is  to  be  provided  later. 

Appropriation  language  will  be  proposed  for  $100  million  for  this  new  initiative  to 
provide  assistance  to  improve  the  infrastructure  and  housing  needs  of  colonies  residents. 
Authorizing  language  also  will  be  required. 

Capacity  Building  for  Community  Development  and  Affordable  Bousing 

Delete  program  title  and  all  existing  appropriation  language. 

Separate  appropriation  language  is  not  requested  for  this  program  in  1995.   Instead,  the 
Budget  proposes  to  continue  funding  for  this  program,  authorized  under  Section  4  of  the  HUD 
Demonstration  Act  of  1993,  within  the  $800  million  requested  for  the  Project-Based  Community 
Development  Grants  program. 
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Explanation  of  Language  Changes 
Programs  for  the  Boneless 

1.  HcKinnev  Act  Programs 

Separate  appropriations  are  not  proposed  for  the  following  programs  for  the  homeless 
because  the  Budget  proposes  to  consolidate  all  BUD  McKinney  Act  homeless  assistance  funding  under 
an  amended  Title  IV. 

Delete  program  titles  and  appropriation  language  for  the  fol loving  homeless  assistance  programs i 

•  Section  8  Moderate  Rehabilitation 

•  Emergency  Shelter  Grants  Program 

•  Supportive  Housing  Program 

•  Shelter  Plus  Care 

•  Innovative  Homeless  Initiatives  Demonstration  Program 

Separate  appropriation  language  is  not  proposed  for  the  Innovative  Homeless  program, 
authorized  under  Section  2  of  the  HOD  Demonstration  Act  of  1993.   Instead,  the  Budget  reflects 
funding  of  these  program  activities  within  the  SI. 2 5  billion  requested  for  the  new  Homeless 
Assistance  Grants  program. 

2.  Homeless  Assistance  Grants 

Legislative  Proposal — Mew  language  is  to  be  provided  later. 

Appropriation  language  will  be  proposed  for  $1.25  billion  for  this  new  initiative.  Of 
that  amount  $1.12  billion  is  fort    (1)  a  reorganization  of  the  HDD  McKinney  programs  which  would 
be  authorized  under  a  proposed  amendment  to  Title  IV  of  the  Stewart  B.  McKinney  Homeless 
Assistance  Act  (P.L.  100-77)  and  (2)  Section  2  of  the  HOD  Demonstration  Act.   The  remaining 
$130  million  will  fund  the  Emergency  Food  and  Shelter  program  authorized  under  Title  III  of  the 
He Kinney  Act. 

Touthbuild  Program 

Hew  language  is  proposed  for  the  program. 

The  1995  Budget  requests  a  direct  appropriation  of  $50  million  for  this  program.   In  1994, 
$28  million  was  provided  within  the  appropriation  for  HOPE  Grants  and  an  additional  $20  million 
was  made  available  for  eligible  grantees  from  amounts  appropriated  for  Severely  Distressed  Public 
Housing . 

Language  also  is  proposed  to  permit  the  transfer,  to  the  Youthbuild  account,  unexpended 
balances  from  the  $28  million  appropriated  in  1994  within  HOPE  Grants.  This  will  enable  the 
Department  to  place  all  Touthbuild  appropriations  for  fiscal  years  1993  through  1995  into  a 
single  account.  This  proposal  would  simplify  fund  control  and  program  accounting.   However, 
because  of  the  statutory  link  between  youthbuild  funding  and  grantees,  the  Touthbuild  funding 
within  the  Severely  Distressed  account  is  not  proposed  for  transfer. 

national  Cities  in  Schools  Corannitv  Derelorwnt  program 

Delete  program  Title  and  appropriation  language. 

No  new  funding  is  proposed  for  this  program  in  1995. 
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Explanation  of  Language  Changes 

Office  of  Federal  Bonalnq  Enterprise  and  Oversight 

Delete  waiver  language  relating  to  special  assessments  pursuant  to  Section  1316(e)  and  the 
limitation  on  personnel  compensation  and  benefits. 

Delete  the  second  and  third  provisos i 

"I  provided  further.    Tost  notwithstanding   the  last   sentence   in   section 
1316(e) .. .for  personnel   compensation   end  benefits' 

The  waiver  language  is  applicable  to  1994  funding  and  need  not  be  repeated  for  1995.  In 
order  to  permit  program  managers  the  needed  flexibility  to  properly  administer  the  program,  the 
limitation  on  personnel  compensation  and  benefits  is  to  be  deleted. 

Administrative  Provisions 

Mo  changes  are  proposed. 
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